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Abstract
This study aims to analyze the effect of Good Corporate Governance, Ethnic CEO, and Audit Fees for Manufacturing Companies listed on the Indonesia Stock Exchange. This research is a quantitative descriptive research method. The data collection method used in this research is the documentation study method, which is to obtain data in the form of annual reports that have been issued by manufacturing companies in the 2014-2018 period. Data is obtained through a website owned by the IDX, namely www.idx.co.id. The population in this study, namely manufacturing companies listed on the Indonesia Stock Exchange (IDX) consecutively during the period 2014-2018.The sample collection design for this study is non-probability sampling, which is sampling in which each element does not have an equal opportunity to be used as a research sample. The technique used in this non-probability sampling. The results of this study indicate that Good Corporate Governance and Ethnic CEO have significant positive influence on the dependent variable. Dependen variable in this study is Audit Fees.
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Introduction
The need for information available in financial reports is very important in decision making and is the transparency and accountability of a company. Financial reports are required to be relevant and credible because the results of financial reports are very useful for users of financial statements such as investors, governments, the public or creditors to make decision decisions (Permata et al., 2019). Therefore, financial reports need to be audited to ensure that these financial statements have presented true information regarding the condition of the company. The process of auditing financial statements needs to be carried out by an independent party so that the results given are objective and can increase stakeholder confidence, therefore it requires professional services from a Public Accountant Office (KAP) as an independent party that audits the company's financial statements (Ayu & Septiani, 2016).

The Indonesian Institute of Public Accounting (IAPI) issued Management Regulation Number 2 of 2016 concerning the Determination of Audit Service Fees which establishes a lower limit for hourly services based on the tiered classification as follows:

Table 1
Hourly Service Lower Limit Indicator

	Kategori Wilayah
	Junior Auditor
	Senior Auditor
	Supervisor
	Manager
	Partner

	Jabodetabek
	100.000
	150.000
	300.000
	700.000
	1.500.000

	Luar Jabodetabek
	70.000
	125.000
	200.000
	500.000
	1.200.000


Source: Management Regulation Number 2 of 2016

Many factors can influence the amount of external audit fees, such as Good Corporate Governance, earnings management and CEO ethnicity. One of the reasons that Good Corporate Governance is not good is due to the existence of parties who have certain interests due to the separation between owner ownership and management ownership. Therefore, it is necessary to have an independent audit which functions to separate the extent of the relationship between control and ownership between managers and shareholders and to provide reliable results (Arista, 2018).

The existence of independent commissioners aims to protect the rights of minority shareholders or other related parties because the assessment of independent commissioners is considered independent and impartial to the company because independent commissioners have no interest in the company (Prayugi, 2015). Previous research on the audit committee on audit fees was conducted by Umar et al. (2018) which stated that the audit committee had a negative influence on the audit fee, while the research conducted by Yulio (2016) stated that the audit committee had a positive effect on the audit fee.

The next factor that can affect the audit fee is the CEO's ethnicity. Ethnicity can be said to have an important role in influencing the character and economic behavior of a company. Ethnicity is actually a capital that cannot be measured directly to become an economic capital (Wibowo, 2012). Research on CEO ethnicity on audit fees was conducted by Wibowo (2012), who assumed that companies controlled by indigenous ethnic groups were considered to have poor corporate governance compared to ethnic descendants so that the audit fee given would be lower.

The absence of common ground from the results of the above research causes this research to be still interesting and relevant to research. In addition, the above opposite results attract the attention of the author to re-examine whether the structure of corporate governance, earnings management and CEO ethics have an effect on audit fees. This research is a replication of the research conducted by Wibowo (2012). The population in this study uses manufacturing companies listed on the Indonesia Stock Exchange because based on data from the Global Study on Occupational Fraud and Abuse conducted by the Association Of Certified Fraud Examiner (2018), it shows that the manufacturing sector is included in the sector with the largest number of fraud cases, namely 51 % (212 cases of fraud with a median loss of $ 240,000).

Based on the background described above, the title of this study is "Good Corporate Governance, Ethnic CEO and Audit Fee in Manufacturing Companies Listed on the Indonesia Stock Exchange." Based on the description on the background, the authors decided to do research with the following problem formulations:

1) How does Good Corporate Governance affect the audit fee?

2) How does the ethnicity of the CEO affect the audit fee?

Literatur Review and Hypothesis Development

Agency Theory

Agency theory broadly explains that there is a relationship between the principal and the agent, in that the owner (principal) binds the other party who is the agent to work for him by providing services and information (Jensen & Meckling, 1976). Agency theory describes two types of agency conflict, namely: type 1 agency conflict between shareholders (owners) and managers (control) and type 2 agent conflict between non-controlling and controlling shareholders, which is higher than Porta et al. (1999). Agency theory also offers a conceptual framework for reducing agency conflicts between managers and shareholders, such as by incurring audit fees. Audit fees are remuneration for the amount of audit services requested by the managers of the audited company provided by the audit firm (Simunic, 1980).

Agency theory also states that aspects of corporate governance such as managerial ownership, institutional ownership, the proportion of independent commissioners, and the number of members of the audit committee are seen as an appropriate control mechanism to reduce agency conflicts (Permata et al., 2019).
Good Corporate Governance

Global competition, which is getting higher and higher, causes companies to improve their performance strategies so that they can survive, one of which is by increasing capital from external investors. Companies depend on external investors (loan equity) in order to meet the financing of activities, investment and company growth (Karo & Perlantino, 2017).
CEO Ethnicity

According to the Big Indonesian Dictionary (KBBI), ethnicity has a meaning as a group in a social system which has a certain meaning because of the similarity of ancestry, customs and so on. The culture that is formed is of course different from one ethnicity to another. The culture that is formed is important because this culture shapes the perspectives, thoughts, behavior and beliefs of each individual. Research conducted by Kirkman et al. (2006), showed that ethnicity affects individual perceptions, behaviors and beliefs. Each ethnicity has special characteristics that separate them from other ethnicities. There are ethnicities who are known for their persistence, calculation, strong cooperation, generosity, and other traits, both positive and negative. The diversity of each ethnicity also creates different perspectives and mindsets. This is important because of the perspective and mindset can determine a person's actions in overcoming problems, interacting with others, managing time to lead an organization or company.
Audit Fee

Audit fee refers to the amount of fee received by the auditor as compensation for providing services performed based on factors such as level of expertise, and many other factors. Compensation for this service is related to the amount of time used to complete the work and the value of the service provided to the client or company. The amount of audit fees that can be received by each auditor also varies, depending on the size of the company, the auditor's specialization, and others.
Hoitash,et al., (2007) found that when auditors negotiate with management regarding the fees paid in relation to their work, it is likely that there will be clear trade-offs that will reduce the quality of the statements being audited.

Hypothesis Development

The Effect of the Good Corporate Governance on the Audit Fee

H1: Good  Corporate Governance has a positive effect on the audit fee

The Effect of CEO Ethnicity on Audit Fee

H2: CEO ethnicity has a positive influence on audit fees.






Figure 1

Research Framework

Research Method
Research Design

Research design is defined as a plan to collect, measure, and analyze data based on predetermined research objectives (Sekaran & Bougie, 2017). The approach used in this research is a quantitative approach. Sugiyono (2011) defines quantitative research as a study conducted by testing a sample of data collected with research instruments and quantitative or statistical analysis tools to test hypotheses. The purpose of the quantitative approach used is to find the influence between the variables in the study.
Types and Sources of Data Collection

In a study, data are grouped based on where the data was obtained. Data is a series of information, evidence, or descriptions of an object that has certain characteristics. The data used in this research is secondary data. Secondary data is data that already exists from the company or research subjects and does not need to be collected by researchers (Sekaran & Bougie, 2017). Secondary data in this study is in the form of annual reports of manufacturing companies listed on the Indonesia Stock Exchange (BEI) from 2014 to 2018.
Data Collection Technique

The data collection method used in this research is the documentation study method, which is to obtain data in the form of annual reports that have been issued by manufacturing companies in the 2014-2018 period. Data is obtained through a website owned by the IDX, namely www.idx.co.id .
Population and Sample

Population according to Sugiyono (2011) is a generalization of a subject or object that is selected and then observed so that in the end a conclusion can be drawn. The population in this study, namely manufacturing companies listed on the Indonesia Stock Exchange (IDX) consecutively during the period 2014-2018.The sample collection design for this study is non-probability sampling, which is sampling in which each element does not have an equal opportunity to be used as a research sample. The technique used in this non-probability sampling is purposive sampling or sampling with certain considerations (Sugiyono, 2011). The type of purposive sampling chosen is judgment. The specified sample criteria are:
1) Companies listed as manufacturing companies on the Indonesia Stock Exchange (IDX) for each period 2014-2018

2) Companies that publish complete financial reports and annual reports for the period 2014-2018

3) Companies that submit data relating to the Board of Directors, Board of Independent Commissioners, Audit Committee, Ethnic CEO and Audit Fee

4) Companies that do not declare their financial statements in Rupiah currency.

Data Analysis Techniques
Descriptive Statistics Test

Descriptive statistics are used to provide an overview or description of the data on variables that have been obtained from samples that have met the specified criteria. This can be seen from the average (mean), standard deviation, maximum, minimum, sum, and range values ​​(Andriani & Nursiam, 2018).
Classic Assumption Test

Classic assumption testing aims to obtain accountable regression results and have unbiased results or Best Linear Ungawai Estimator (BLUE). The classic assumption test for this research consists of: Normality Test, Multicolonierity Test, Autocorrelation Test.

Test Model
F Test

The F statistical test is used to show whether all the independent variables included in the model have a joint influence on the dependent variable. The F statistical test in this study was carried out by looking at the probability value. If the probability value <0.05 then there is a joint influence between the independent variable on the dependent variable. Conversely, if the probability value> 0.05, there is no joint effect.
T Test (Partial Test)

T test is used to determine whether there is no effect of each independent variable one by one on the dependent variable. If the probability value <0.05, there is a partial influence between the independent variable on the dependent variable. Conversely, if the probability value is> 0.05, there is no partial effect.

Determination Coefficient Test (R2)

The coefficient of determination test is used to determine how far the model's ability to explain the dependent variables, which shows how high the level or percentage of variation in the dependent variable can be explained by variations in the independent variable. The value is between 0 & 1, the closer to 1, the higher the level or presentation of variation in the independent variable (Ghozali, 2011).
Hypothesis Testing
The analysis used in this study is multiple linear regression (multipleregression analysis). This analysis is used to test the ability of the Good Corporate Governance variable (X1), and CEO ethnicity (X2) in influencing the audit fee (Y). Systematically, the equation is formulated as follows:
Y = α0 + β1 (GCG) + β2 (EC) + e

Information:

Y 
= Audit Fee

α0 
= Constant

β1 - β5 = Regression Coefficient

GCG 
= Good Corporate Governance

EC 
= Ethnic CEO

e 
= Error (Confounding factor)

Operational Definition and Variable Measurement

Dependent Variable

The dependent variable can also be called the dependent variable, namely the variable that is described and is influenced by other variables (Sugiyono, 2011). The dependent variable (y) used in this study is the audit fee. Audit fee can be defined as the amount of fee received by the auditor as compensation for providing services performed. The measurement of audit fees in this study refers to the measurements made by Harahap & Prasetyo (2018) using a natural log of the total value of audit fees paid to external auditors by the company.
Independent Variable

The independent variable can also be referred to as the independent variable. According to Sugiyono (2011), the independent variable or also known as the independent variable is a variable that affects or becomes a factor in the change in the dependent variable or the dependent variable. Its nature affects the independent variables, either positively or negatively (Sekaran & Bougie, 2017). The independent variables in this study are:

Good Corporate Governance (X1)

Global competition, which is getting higher and higher, causes companies to improve their performance strategies so that they can survive, one of which is by increasing capital from external investors. Companies depend on external investors (loan equity) in order to meet the financing of activities, investment and company growth (Karo & Perlantino, 2017).
CEO Ethnic Variable (X2)

This study mainly uses ethnicities in Indonesia, namely Javanese, Chinese, and Batak ethnicities because the three tribes are easy to identify by looking at data and profiles including names, clans, and photos of the CEO's face in the company's annual report each year and all three include the majority and minority ethnic groups which are estimated to have an effect on the tested variables. Classification of ethnicity in this study including the majority or minority groups can be seen in table 3.2.

Table 2
Ethnicity in Indonesia Used in Research

	Nomor
	Jenis Etnis
	Keterangan
	Jumlah

	1.
	Jawa
	Mayoritas
	40,22%

	2.
	Chinese
	Minoritas
	1,2%

	3.
	Batak
	Minoritas
	3,58%


Source: https://www.indonesia.go.id/profil/suku-bangsa 2018 year

Variable measurement is done by using dummy variable. The Chinese and Batak ethnic groups who are minorities and other ethnic minorities are given code 1. Meanwhile, Javanese and other majorities are given code 0. This measurement adopts the method of measurement used by Harjoto et al. (2015) in his research.

Results and Discussion
Classic assumption test
1. Data Normality Test

The normality test aims to determine whether the research data is normally distributed or not. Because in parametric statistics normal data distribution is a must and is an absolute condition that must be met. The data normality test can be done using several statistical tests, one of which is the Kolmogorov-Smirnov test.
The conclusion from the results of the normality test with the One-Sample Kolmogorov-Smirnov Test, can be seen if the data in the research is normally distributed, with the Asymp.Sig. (2-Tailed)> 0.05, which is equal to 0.200. So it can be concluded that the data distribution is normal.
2. Multicollinearity Test



The multicollinearity test is obtained from the tolerance value and variance inflation factor (VIF). If the tolerance value is <0.10 = VIF value> 10, therefore there is a multicollinearity problem, on the other hand, the quantity indicates the absence of multicollonierity in the regression model if the tolerance value is> 0.10 or the same as the VIF value <10 (Ghozali, 2013). 



Based on the table, the value of the tolerance indicates that the 3 independent variables have a tolerance> 0.10 and the VIF (Variance Inflation Factor) value <10.Thus, it is concluded that the regression model in this research does not have multicollinearity or there is no relationship between variables independent on this research.
3. Heteroscedasticity Test


Heteroscedasticity test can be seen in the scatter plot of the points spreading without clumping and forming a pattern, it can be concluded that the data is not exposed to heteroscedasticity.



Based on the Scatter Plot Graph above, it can be seen when the distribution of the dots is in an evenly distributed position which can be seen the spread around the number 0 on the Y axis and the distribution of the points does not make a very clear pattern. Therefore in this research it is stated that there is no heteroscedasticity in the data for each variable, then the conclusion in this test can be accepted for further investigation.
4. Linearitas Test



Linearity test is generally used to test whether the two variables (X) and (Y) have a significant linear relationship or not. A good correlation is if the two variables have a linear relationship.
a. Good Corporate Governance Variable

From the table above, the Deviation from Linearity value is 0.407> 0.05, which means that there is a significant linear relationship with the Good Corporate Governance (X1) on the Audit Fee variable (Y).
b. CEO Ethnic Variable
From the table above, the Deviation from Linearity value is 0.589> 0.05, which means that there is a significant linear relationship with the Ethnic CEO (X2) variable and the Audit Fee (Y) variable.
Hypothesis Testing

In regression testing aims to determine and analyze the magnitude of the relationship between the independent variables and the dependent variable. The ultimate goal of regression analysis is to determine the coefficient on each independent variable. In this case, the coefficient can be seen and taken by making predictions on the dependent variable in a formula. In this study, Y is used as the dependent variable and the variables X1,and X2 as the independent variables. The results of multiple linear regression analysis are presented in the following table:

Table 3
Multiple Linear Regression Analysis Test Results

	Coefficientsa

	Model
	Unstandardized Coefficients
	Standardized Coefficients
	t
	Sig.
	Collinearity Statistics

	
	B
	Std. Error
	Beta
	
	
	Tolerance
	VIF

	
	(Constant)
	2.004
	1.601
	
	4.583
	.160
	
	

	
	Good Corporate Governance
	.337
	.279
	.122
	.134
	.000
	.902
	1.109

	
	CEO Ethnicity
	.324
	.311
	.140
	.247
	.000
	.908
	1.102

	a. Dependent Variable: Audit_Fee


Based on the table above, the regression equation models that can be formed are as follows:

Y = 2.004 + 0.337X1 + 0.324X2

Furthermore, based on the table above, it can be seen that:

a. The variable of the Good Corporate Governance is significant to the Audit Fee. This can be seen from the value of the variable coefficient, which is 0.337, which is positive, which means that the Good Corporate Governance has a positive influence and the value of Sig. of this variable, which is 0.000 below 0.05, meaning that this variable has a significant effect.
b. CEO Ethnic variable has a significant positive effect on the Audit Fee. This can be determined by looking at the coefficient on the variable, namely 0.324, which is positive, which means that the Audit Fee has a positive influence and the significance of this variable is 0.000, in this case the amount is less than 0.05, which means that the CEO Ethnic Council has a significant effect on the Audit Fee.

Determination Coefficient Test (R2)

The small coefficient of determination (R2) indicates that the independent variable is limited in explaining the dependent variable. If there is an adjusted R2 with a negative value, it is considered to be worth 0 (zero), while the adjusted R2 value which is close to 1 indicates that the independent variable provides almost all the information needed to predict and explain the dependent variable.

Table 4
Determination Coefficient Test Results

	Model Summaryb

	Model
	R
	R Square
	Adjusted R Square
	Std. Error of the Estimate

	1
	.720a
	.648
	.623
	1.792


From the output display of the SPSS model summary presented above, the adjusted R2 value is 0.648. This shows that the ability of the four variables, namely the Good Corporate Governance, and the Ethnicity of the CEO in explaining the variance of the dependent variable, namely Audit Fee, is 64.8%. Meanwhile, there is still 35.2% variance of the dependent variable that cannot be explained by the independent variables in this research model. This is due to other influencing factors which were not examined in this study.

T Test (Partial)

In t statistical testing, it is intended to determine the size of each independent variable with the dependent variable individually. By looking at the amount of the t value in the research results whether it is significant or not. It is considered significant if the t value <significant level (0.05) in that case the independent variable has an influence on the dependent variable, then on the other hand if the significant value t> the significant level (0.05) in other words, the independent variable has no effect on dependent variable in the model equation. 

a. The variable of the Good Corporate Governance has a regression coefficient of 0.337 with a probability of a significant value of 0.000 which is smaller than the expected significant value limit, namely 0.05. While the t value is 0.134> the t table value is 0.052. So the first hypothesis, namely the Good Corporate Governance has a positive effect on the Audit Fee "accepted". This means that partially the Good Corporate Governance has a significant effect on the Audit Fee, so that H1 is accepted because the significant value is 0.000, which is less than 0.05.
b. The CEO Ethnic variable has a regression coefficient of 0.324 with a probability of a significant value of 0.000 which is smaller than the expected significant value limit, which is 0.05. While the t value is 0.247> the t table value is 0.052. So the first hypothesis, namely CEO Ethnicity has a positive effect on the Audit Fee "accepted". This means that partially CEO Ethnicity has a significant effect on the Audit Fee, so that H2 is accepted because the significant value is 0.000, which is less than 0.05.

Test (Simultaneous)

To find out whether a regression model is feasible or not, it is necessary to test the model's feasibility through statistical testing. If the F value is significant at the profitability level of 5%, it is stated that the regression model is feasible to use. The results of the F statistical test are presented in the following table.

Table 5
Hypothesis Testing Results with the F Test

	ANOVAa

	Model
	Sum of Squares
	Df
	Mean Square
	F
	Sig.

	1
	Regression
	559.224
	4
	139.806
	.496
	.000b

	
	Residual
	10995.571
	39
	281.938
	
	

	
	Total
	11554.795
	43
	
	
	

	a. Dependent Variable: Audit_Fee

	b. Predictors: (Constant), CEO ethnicity, Good Corporate Governance


From the ANOVA test or F test, it was obtained a significant value (Sig.) Of 0.000. The value of f count is 0.496> f table which is equal to 0.389 then Ho is rejected, Ha is accepted. In conclusion, there is a significant influence between the independent and dependent variables. Because the significant value obtained is less than 0.05, the regression model can be used to predict that the Good Corporate Governance and the Ethnicity of the CEO will simultaneously influence the Audit Fee.
Discussion
The Influence of Good Corporate Governance on Audit Fees

Depends on agency theory, the stakeholder and the manager of the company have a interests conflict which is inevitable. This reason underlies the practice of Good Corporate Governance. The board of directors are including in Good Corporate Governance. The board of directors collectively responsible for supervise to ensure that the company is doing good corporate governance. If the board of directors are less effective in terms of financial reporting supervision then auditors assess company control is not reliable, and require longer audit time, thus results in audit fee (Sitompul, 2019).

According to Indonesia Otoritas Jasa Keuangan (OJK), independent commissioner are the external members of the board of commissioners from company or public company and meet the requirements as a Commissioner Independent. Beasley (2000) explain the independent board of commissioners more excel in monitoring in purpose to achieve the reliability and better performance of financial reporting. This shows that companies with governance structures tend to seek audit services with higher quality for protect the name of the company and protect shareholder wealth by using higher audit services (Carcello & Neal, 2003). 

The audit committee has primary responsibility for ensuring the auditing process and reporting quality of the company. Audit committees have initiative to efficiency and thereby maintain their reputation (Fadilla & Syafruddin, 2019). Consequently, it make the audit scope will become wider and have an impact on the increase in audit costs (Collier & Gregory, 1996). 

The board of directors, the independent of board of commissioners and the audit committees are the components from Good Corporate Governance. From explanation above, all of that components indicate have a relation to audit fees. This also supported from data testing and calculation above so, Hypothesis 1 is accepted. Good Corporate Governance has a positive significant on audit fees.
The Influence of CEO Ethnicity on Audit Fees

Indonesia is country with many different ethnics that the most of them are Javanese while Chinese and Batak ethnics are grouped as minorities ethnic. Every ethnics have a culture that makes their norms, values and life style. Every culture and life style causes the different point of view also work ethics for each ethnics. Audit report lag, financial reporting timeliness are affected by so many variables and some of them are verified empirically. CEOs’ characteristics also can impact on financial reporting timeliness and audit report lag (Imeny, 2017). 
Minorities ethnics tend to do their work more excel because of the external pressure. Imeny (2017) stated the existence of risk averse managers concerned about their reputation and job security causes a careful focus on assurance and audit processes. They are willing to expense more and allocate additional time in order to avoid false reporting. 
The work ethics applied by minorities create a stigma if minorities work more efficient and more reliable. This stigma continuously grow and affect in higher audit fees for minorities ethnic. 


From explanation and data testing above Hypothesis 2 is accepted. CEO ethnicity has a positive significant on audit fees. 

Conclusion
Based on the results of the data analysis that has been done, there are several conclusions that can be drawn, namely:

1. Good Corporate Governance has a positive and significant impact on audit fees. This shows that the better Good Corporate Governance will affect the Audit Fees in a company.

2. CEO ethnicity has a positive and significant impact on audit fees. This means that the more Ethnic CEOs owned by an auditor greatly influence the Audit Fees, it will increase the Ethnic diversity in a company.

This study has limitations that may affect the results of this study, the Good Corporate Governance variable used is only measured using the variable of the board of directors and the independent board of commissioners. For the further research, it may be possible to add other variables from corporate governance or other variabels.
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