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Abstract

This study aims to investigate earnings quality and the influence of debt on earnings quality
of 51 listed companies in the Market for Alternative Investment (MAI) during 2001-2012, totally
387 company-years, by considering companies’ earnings management as measured by
discretionary accrual in absolute term which is calculated by accrual model of Kothari, Leone and
Wasley (2005). The findings reveal that on average listed companies in MAI had low earnings
quality due to high earnings management with the median of discretionary accruals in absolute

term of 14.12 percent of total assets. Additionally, the findings reveal that total debt, current
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debt, non-current debt, debt from financial institution and debt from non-financial institution,

have positive influences on earnings quality of listed companies in MAI. That is, the overall listed

companies in MAI are likely to have lower earnings management, leading to higher earnings

quality, as they have more debts.

Keywords: Debt, Earnings Quality, Earnings Management, Market for Alternative Investment
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Year Observation Mean Median Std. Dev.  Maximum  Minimum
2545-2555 336 0.2170 0.1412 0.6409 11.2291 0.0015
2545 4 1.1193 1.1154 1.2469 2.2441 0.0021
2546 6 0.1896 0.0857 0.2995 0.7844 0.0016
2547 9 0.0967 0.0907 0.0645 0.2251 0.0073
2548 19 0.2064 0.1738 0.1774 0.6961 0.0018
2549 31 0.1774 0.1135 0.1781 0.7870 0.0048
2550 34 0.5071 0.1421 1.8978 11.2291 0.0451
2551 39 0.1459 0.1054 0.1332 0.5821 0.0033
2552 a1 0.1702 0.1418 0.1197 0.5653 0.0015
2553 51 0.1802 0.1653 0.1138 0.5089 0.0049
2554 51 0.1892 0.1536 0.1853 1.0665 0.0017
2555 51 0.1616 0.1298 0.1805 1.0518 0.0032
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Variable Coefficient P-Value | Coefficient P-Value | Coefficient P-Value
Debt -0.1555*% 0.0000 - - - -
CDebt - - -0.1464* 0.0000 - -
NDebt - - -0.2216** 0.0160 - -
FDebt - - - - -0.1349* 0.0040
NFDebt - - : : -0.1792* 0.0000
Size 0.4279 0.7330 0.4603 0.7140 0.2970 0.8140
Sale 0.0492% 0.0000 0.0491* 0.0000 0.0503* 0.0000
ROA -0.1422%* 0.0220 -0.1423%* 0.0220 -0.1442%* 0.0200
CFO -0.0302 0.5720 -0.0261 0.6270 -0.0282 0.5970
Growth 1.1127* 0.0000 1.0880* 0.0000 1.1307* 0.0000
Bigd -0.7233 0.6890 -0.7840 0.6640 -0.4440 0.8090
Share 0.0004 0.9950 -0.0018 0.9760 0.0043 0.9410
Constant 15.8178 0.3260 15.4842 0.3370 17.5729 0.2800
Observations 322 322 322

R-Squared 0.1558 0.1575 0.1576

F-Stat 7.22% 6.48* 6.49%

P-Value 0.0000 0.0000 0.0000
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