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1. Introduction 

External entities utilize profit as a gauge to assess the operational efficiency of the company. 
Managers as internal parties of the company have more information about the condition of the 
company than external parties. This leads to the action of company management to report profits 
that do not reflect the actual condition of the company (profit management) for personal gain, for 
example to get bonuses. If this happens, it will result in low quality of profit. Low quality of profit 
will make decision-making mistakes for users such as investors and creditors. Profits that do not 
show true information about management performance can mislead the users of the report so that it 
has a bad impact on the company because then investors or creditors become hesitant in investing 
their funds in the company. 

ISO (International Standard of Organization) is one of the factors that can affect the quality of a 
company's profits. Purpose of the standard ISO is to ensure that certified companies maintain a 
quality management system that will allow to meet published quality standards, in relation to 
processes and activities for delivering goods and services. However, the implementation of 
certification ISO Not for the purpose of obtaining a certificate. Therefore, it is very wrong for 
companies to apply certification ISO only aims to get a certificate. Thus, if a company cannot 
maintain or even increase the ability to meet or exceed customer satisfaction both in terms of 
product function, quality and even performance in a company, it can make it difficult for the 
company to generate optimal profits and thus the company becomes difficult to maintain the quality 
of its company profits. 

Contract management is “an activity carried out by both parties to manage a contract so that the 
contract can be used as a guideline and as a means of controlling the implementation of work”. 
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Thus, the implementation of contract management, planning, and administration is necessary [1]. 
Management contracts must be made as accurate as possible, taking into account  the details to be 
worked out so that in the future there are no errors in the interpretation of the contents of the 
contract. Nevertheless, during the field implementation of the work, there are still frequent 
challenges, like mistakes in implementing employment agreements that lead to the work not aligning 
with the initial expectations. This can be attributed to negligence on the part of both the first and 
second parties in fulfilling their obligations and responsibilities. Consequently, the impact is 
financial loss borne by both parties, and it can also adversely affect the company's reputation. 

According to, Blockchain is a distributed ledger technology that was originally developed to 
support currencies (crytocurrency) Bitcoin. This technology allows direct transactions (peer- to-
peer) without the need to involve trusted third parties. From the description above about blockchain, 
indicates that technology as one of the factors that support the company's operations to run optimally 
so that it can boost the performance of a company which will thereby improve the quality of profit. 
This is because: blockchain Do not use third parties where records of transactions that have occurred 
are stored by computers scattered on the network itself with a system that is very difficult to 
use.Hack It will be able to better guarantee the data of a company so that the data is safe and there 
are no errors in the recording so that investors can more accurately see the data or records of the 
company which can thus prevent a loss that will be caused. However, most companies until now are 
still slow to update their technology systems and have not implemented the system blockchain in 
recording transactions in his company which thus makes financial statements more vulnerable to the 
occurrence of levels human error and cause poor quality of financial statements, “resulting in a 
decrease in the quality of the company's profits.”. 

2. Literature Review And Hypothesis Development  

2.1 Literature Review   

1) Stewardships Theory 

Theory stewardship Based on psychological and sociological theories and derived from 
management accounting thinking, where Steward motivated to behave as you wish principal. Theory 
stewardship is the description of the condition of managers who are motivated from the target of the 
main results of the organization's interests rather than motivated by their personal interests [2] 

Thus, the relationship of stewardship theory  in this study is executives  or stewards who have 
behavior where they can  be formed so that they can always be invited to cooperate in the 
organization, have collective or group behavior with high utility than individuals and are always 
willing to serve, so that it will maximize the company's financial performance by producing quality 
financial statements and providing credible profit information that is free from fraud so that the 
company's image becomes positive. This will influence stakeholders to respond positively to profit 
information, thereby improving the quality of earnings. 

In addition, the relationship of stewardship theory in research is where stewardship theory 
motivates to advance a company, therefore there is a need for ways that can support the company to 
achieve its progress, one of which is by multiplying international standards such as ISO certification. 
Because ISO is a world standard formed for the enhancement of international trade related to goods 
and services. When a company has an ISO certificate, it shows that  the products issued by the 
company have met national and international standards which means that the product is a high-
quality product and shows that the company is of high quality and quality with the ability to increase 
public trust so that it has an impact on the progress of a company. 

By multiplying work contracts in a company turns out to be another way to advance a company. 
Because the employment contract serves as a means of controlling the execution of a job. When the 
company collaborates a lot with other companies, the amount of cooperation makes the company 
more likely to get profits from the results of the cooperation that has been carried out, which can be 
by multiplying relationships or by effectively communicating. Because when entering into an 
agreement, communication is very important so that the work contract that has been agreed between 
the two parties is successfully carried out so that it can advance a company. 
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2) Positive Accounting Theory  

The primary focus of “positive accounting theory” in the accounting “field lies in elucidating and 
forecasting the selection of management standards by examining the costs and benefits associated 
with specific financial disclosures, their connection to diverse individuals, and the distribution of 
economic resources.”Positive accounting theory operates on the premise that managers, 
shareholders, and regulatory mechanisms act rationally, aiming to optimize their utility directly tied 
to their compensation and overall well-being. The decision-making regarding accounting policies 
within these groups is contingent upon a relative evaluation of the costs versus benefits and 
alternative accounting methods, all geared towards maximizing their utility [3]. 

The relationship between “positive accounting theory” in this study is that positive accounting 
theory provides a basis for company managers to be motivated to improve the company's financial 
performance by applying generally accepted accounting policies, so that these accounting policies 
can be adjusted to the real company conditions. In addition, managers must also prioritize the 
company's goal to provide real profit information that is useful for stakeholders  in making 
investment decisions in order to create a better company image  and reflect quality financial 
statements so as to influence investors to respond positively to published profit information and will 
improve the quality of company profits. 

In addition, the relationship between “positive accounting theory” in this research  is that the 
application of blockchain  technology is the company's choice to be able to maintain data / 
information in order to minimize the level of errors and fraud that occur in the company. The 
importance of managers following the development of blockchain  technology is that it can help 
improve efficiency and effectiveness in the company's operational activities. Blockchain is used in 
the financial sector to be able to conduct transactions directly without the need to involve trusted 
third parties so that companies that have implemented blockchain technology appropriately, the 
company will achieve the company's long-term goals through the selection of appropriate 
technology policies and to face certain conditions in the future which will be based on the three 
hypotheses in accounting theory.  

3) Profit Quality  

The quality of profit is an indicator of the quality of financial information. Profit in financial 
statements is “an indicator that can be used to measure the company's operational performance.” 
Quality accounting profit can reflect the company's actual financial performance. The existence of 
management actions that report profits that do not describe the actual condition of the company 
results in the profits generated being of doubtful quality [4]. 

When the announcement of financial statements, basically the market has expectations about the 
amount of published profits. If the actual profit is greater than the investor's expectations, then this 
will be good news. But if the actual profit is smaller than the investor's expectations, then this will 
be Bad News. The market's response to profit information can be seen from the magnitude of 
earnings response coefficient (ERC) is believed to be able to provide a clear picture of profit quality 
by looking at market reactions or published profit information. The market's reaction to the stock 
price is proxied by cummulative abnormal return (CAR). Earnings response coefficient (ERC) is a 
measure of the abnormal amount of return of a security in response to the shock profit component 
(unexpected earnings) reported by the company issuing the securities [5]. 

4) ISO (International Standard of Organizantion) 

Iso is a word of Greek origin meaning the same. First ISO It was founded in Geneva, 
Switzerland, in 1947. ISO is a world standards body formed to increase international trade related to 
changes in goods and services. ISO It can be concluded as coordination of international work 
standards, publication of international standards, and promotion of the use of international standards. 
In essence, ISO aims to harmonize national standards in each country into one common international 
standard.  

5) Contract Management 

  Contract management is “an activity to manage a contract so that the contract can be used as 
a guideline and as a means of controlling the implementation of work.”  

6) Blockchain  
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Blockchain is a distributed ledger technology that was originally developed to support currencies 
(cryptocurrency) Bitcoin. This technology allows direct transactions (peer-to-peer) without the need 
to involve a trusted third party. Although initially used in finance, this technology carries great 
potential to be used in many fields.  

2.2 Hypothesis Formulation 

1) ISO on Profit Quality 

ISO is “a world standards body formed to enhance international trade related to changing goods 
and services.” ISO can be concluded as coordination of international work standards, publication of 
international standards, and promotion of the use of international standards. 

http://jurnalsdm.blogspot.com/2009/07/iso international-organization-for.html-.  

No studies have been undertaken to examine how ISO affects the quality of profits, but if you 
look at the understanding of ISO shows that the more ISO certificates obtained by the company, it 
means that the products issued by the company have met National and International standards. This 
means that the product is a high-quality product, thereby increasing public confidence which will 
have an impact on profit quality. On that basis, the research hypothesis is that: 

H1 = ISO has a positive effect on Profit Quality.  

2) 2Management Contracts on Profit Quality 

Successful and efficient contract management practices according to [6] are “those that meet the 
needs of the company's stakeholders, achieve optimal conditions and value in terms of the allocation 
of taxes scarce of payer resources, ensure rational and efficient available funds, stimulate valuable 
competition and manage potential risks and liabilities to buyers thereby improving the delivery 
services of goods or services.” The people in charge of the contract need to play an important and 
meaningful role in ensuring that the company's contractual objectives are fully achieved at the 
lowest possible cost. 

No studies have been conducted regarding the impact of management contracts on profit quality. 
However, an examination of the comprehension of management contracts reveals that a well-
structured management contract contributes to building a positive company image and influencing 
stakeholders to respond favorably to disclosed profit information. This, in turn, is expected to result 
in high-quality company profits. On that basis, the research hypothesis is that: 

H2 = Management Contract has a positive effect on Profit Quality      

3) Blockchain on Profit Quality 

Blockchain is a ledger technology distributed in the Internet form database Transactional is 
distributed, secured by cryptography, and governed by a consensus mechanism. Blockchain is 
basically a digital event record. However, it is not just a record, as it can also contain smart contract 
calls, which are programs stored in blockchaini that runs as applied without risk downtime, 
censorship, or fraud[7].  

No research has been conducted on the impact of blockchain on the quality of profits. However, 
if you look at the understanding  of blockchain, it shows that more and more companies are 
implementing blockchain systems, it shows that it is more efficient and can increase effectiveness in 
making financial statements that will  be made by management and can minimize the occurrence of 
error levels that will occur in the process of making reports which can thereby increase the integrity 
of the financial statements so as to provide value Positive for the company in the eyes of investors 
and also with the presence  of blockchain  can boost the performance of a company so that it can 
cause an increase in the quality of profit. On that basis, the research hypothesis is that: 

H3 = Blockchain positively affects Profit Quality 

3. Method  

3.1. Population and Sample  

All manufacturing companies listed on the IDX during the period 2016-2018 constitute the 
population in this study. The 2016-2018 period was chosen because before the COVID-19 
pandemic, Inondesia's economic condition was still relatively stable, thus providing ideal 
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information to see the company's performance. The sampling methods used in this research are: 
purposive sampling That is a technique where the sample to be used as an object in research that 
only meets predetermined criteria. A sample of 10 companies was obtained over a period of 3 years, 
resulting in a total of 30 observational data points used in this research.  

3.2. Definition and Measurement of Variables  

1) Variable Dependencies  

The dependent variable is “a variable that is affected or that becomes a result due to the 
presence of an independent variable [8].” In this study, the dependent variable is the quality 
of profit. In this study, the quality of profit is measured by proxy Earnings Response 
Coefficient (ERC). The calculation of the magnitude of ERC is obtained in the following 
way: 

1) Calculating Cummulative Abnormal Return (CAR) 

CAR to according [9] for each company is “an accumulation of averages abnormal 
return During the 7-day event period, namely 3 days before (T-3) the date of the 
announcement of shares (earnings), 1 day (T) at the time of the announcement of shares 
(earnings) or publication of the Company's annual financial statements and 3 days after 
(T+3) the date of announcement of shares (earnings)”, using the formula: 

 

  

Source: [9] 

Where: 

= Cummulative abnormal return  of company i at 3 days before the announcement of 
shares (earnings) to 3 days after the announcement of shares (earnings). 

= Abnormal return for company i on the t-day 

 The abnormal daily return in this study was calculated using a market adjusted model with the 
formula: 

 

 
Source: [9] 

Where: 

= Abnormal return for companyi on the t-day 

 = Actual  return (daily stock return) of companyi on the t-day 

 =  Daily  market return on the t-day 

 

1) Actual Stock Return 

To obtain the daily stock return, using the formula: 

 

 

     
Source: [9] 

     Where: 

= Daily stock return of companyi on the t-day 

  = Closing price of company i shares on the t-day 

 = i.t 

 

 =   

=  
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 = Closing price of companyi shares on day t-1 

2) Daily market returns are calculated as follows: 

 

 

 
Source: [9] 

     Where: 

      =  Return market (Market) daily on the T-day  

= Composite Stock Price Index on day t 

= Composite Stock Price Index on day t-1 

2) Menghitung Unexpected Earning (UE) 

Unexpected earnings (EU) is a proxy of earnings per share (earnings per share) 
reflecting the company's performance during a certain period using the formula: 

 

 

 

    
Source: [9] 

Where: 

= Unexpected Earnings of companyi in period t  

   = Earnings per share (earnings per share) of Companyi in period T 

  = Earnings per share (earnings per share) of the company in the period T-1 

 

The amount of  earnings response coefficient (ERC) is obtained from a regression 
between cummulative abnormal return  (CAR) and unexpected earnings (EU), using the 
following formula: 

 

 

  
Source: [9] 

Where: 

= Cummulative abnormal return of companyi in period t 

     = Constant 

 β   = Coefficient of profit response to abnormal return 

   = Coefficient of profit response to abnormal return 

     = Company error componenti in period t 

3.3. Independent Variables  

According to Sugiyono [8], the independent variable is often referred to as stimulus, 
predictor, antecedent. An independent variable is a variable that affects or causes its change 

=  

 =  

 =   +  β  +  
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or the emergence of a dependent variable. In this research, which is an independent 
variable, namely:  

1) ISO  

In this research, Measuring ISO with instruments in the form of various certificates 
obtained by manufacturing companies listed on the IDX for the 2016-2018 period. This is 
because more and more companies obtain certificates, indicating that the products produced 
by the company are of high quality and internationally recognized. The formula used is as 
follows:  

 

 

 
2) Contract Management ) 

In this research, “management contracts are measured using the number of agreements or 
employment contracts made by the companies studied with other companies in the notes to 
the financial statements of each sample company. The highest number of agreements or 
work contracts in a company in a certain period is used as a divisor to get the ratio value for 
management contract variables.” The formula used is as follows 

 

 

Source: [10] 

3) Blockchain  

In this study “blockchain measurements can be revealed using blockchain indices that 
have been compiled based on theories from various sources. Items in  the blockchain index  
can be viewed through  the company's annual report or through information available on 
the company's website. From each item in the index, a score is given. If the company meets 
the items that match the blockchain index  , it will be given a score of 1 (one). Meanwhile, if 
the company does not meet the items according to the blockchain index,  it  will be given a 
score of 0 (zero).” Measurement is done by calculating the proportion between the total 
number of criteria met by the company to the maximum total score. The following 
blockchain index  has been compiled as follows: 

 
 

So that the amount of disclosure level can be determined by the following formula: 

 
 

ISO =  

KM =  
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3.4. Data Analysis Methods  

This research uses “secondary data, namely data in the form of numbers, which refers to 
information collected from sources that have used documentation techniques by examining 
various kinds of documents such as: Financial statements and annual reports. The analysis 
in this study used panel data which is a combination of time-series data and crosssection 
data.” 

4. Results and Discussion 

4.1 Sample Selection Results   

Based on sampling criteria, this study used samples of manufacturing companies listed 
on the IDX for the 2016-2018 period. Sample determination in this research using 
“techniques purposive sampling”, can be seen in the following table:  

 

4.2 Research Results  

1) Panel data regression model selection techniques   

a) Test Chow 

      
Based on the table above, it can be seen that “p-value cross section F and p-value cross 

section chi-square (0,0019) and (0,00000) < α (0.05).” then Ha accepted, which means 
“Fixed Effect Model (FEM) is better used in estimating regression panel data than Common 
Effect Model (CEM).”  

b) Uji Hausman 
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Based on the table above, it can be seen that “the probability value of random cross 
section (0.0000) < α (0.05).” So Ha is accepted, which means that “Fixed Effect Model 
(FEM) is better used in estimating regression panel data than Random Effect Model 
(REM).”  

c) Lagrange Multiplier  

 
Based on the table above, it can be seen that “the probability value of the Breusch-pagan 

cross section (0.2712) > α (0.05).” So H0 is accepted, which means that “the Common 
Effect Model (CEM) is better used in estimating regression panel data than  the Random 
Effect Model (REM).” 

d) Regession Model Conclusion 

 
Based on the three tests above, it is concluded that “the panel data regression model that 

will be used in testing the hypothesis and panel data regression equation is the Fixed Effect 
Model (FEM) model.”  

2) Classical Assumption Test  

The classical assumption test is “a statistical requirement that must be met in regression 
analysis using Ordinary Least Square (OLS) in its estimation technique.” In the data 
regression based model panel Ordinary Least Square (OLS) is “Common Effect Model 
(CEM) and Fixed Effect Model (FEM), thus it is necessary to test classical assumptions only 
tests of Multicollinearity and Heterskedasticity are needed.” 

1) Multicollinearity Test  

 
From the output table above, it can be seen that “the independent variable has a value of 

less than 0.8, so it can be concluded that multicollinearity does not occur in the regression 
model.”  

1) Heteroscedasticity Test  
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From the output table above can be seen “the value of Prob. Breusch-Pagan LM of 

0.0608 > 0.05 (5%), then H0 is accepted so that it can be concluded that heteroscedasticity 
does not occur in the regression model.”  

3) Uji Hypoplant  

a) Test f (Model Qualification)  

 
The table above shows that “the F-Statistic value is 5.851693 while F Table with α = 

5%, df1 (k-1) = 3 and df2 (n-k) = 26 obtained F table value of 2.98. Thus F-Statistic 
(5.851693) > F Table (2.98) and Prob (F-Statistic) value 0.000572 < 0.05 it can be 
concluded that H a is accepted, which means that the independent variables in this study 
consisting of ISO, Management Contracts, and Blockchain together have a significant 
influence on Profit Quality, meaning the model is worth using.”   

a) Adjusted R-squared (Coefficient of Determination) 

 
The table above shows that “the value Adjusted R Squared 0.667509 means that the 

variation in changes in the rise and fall of Profit Quality can be explained by ISO, 
Management Contracts, and Blockchain 66.75% with a low correlation level, while the 
remaining 33.25% was explained by other variables that were not studied in this study.” 
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b) Test t 

 
From the table above, the table t value with “the level of α = 5%, df1 (k) = 3, df2 (n-k) = 

26 of 1.70562” and shows the results that:  

1. The t-statistic (ISO) value is  “1.067025, while t Table with α = 5%, df (n-k) = 26 gets 
the table t value of 1.70562. Thus t-statistic (ISO) (1.067025) < t Table (1.70562) and 
Prob values. 0.3009 > 0.05 concluded that the ISO variable in this study has no effect 
on the quality of profit.” Thus, H1 in the study was rejected.  

2. The t-statistic value of the management contract (KM) is “1.911907, while t Table with 
the level of α = 5%, df (n-k) = 26 obtained the value of t Table is 1.70562. Thus t-
statistic contract management (KM) (1.911907) > t Table (1.70562) and Prob value. 
0.0729 > 0.05 It can be concluded that the management contract variable in this study 
has no effect on profit quality.” Thus, H2 in the study was rejected. 

3. The t-statistic value of the blockchain (BC) is 5.864371, while t Table with α = 5%, df 
(n-k) = 26 “gets the t value of the Table of 1.70562. Thus t-statistic blockchain (BC) 
(5.864371) > t Table (1.70562) and Prob value. 0.0000 < 0.05 then it can be concluded 
that the blockchain variables in this study have a positive influence on the quality of 
profits.” Thus, H3 in the study was accepted. 

4) Panel Data Regression Model Equation   

 
a. The constant is -38.79383. This indicates that “if there are no values in the independent variable 

(independent variables equal to 0), then the quality of profit has a value of -38.79383.”  

b. The value of the international stamdard of organization (ISO) variable coefficient of 2.847565, 
means that “every increase of 1 (one) ISO unit, the quality of profit will increase by 2.847565 
assuming other independent variables are constant (fixed).”   

c. The value of the management contract variable coefficient (KM) of 4.407627, means that 
“every increase of 1 (one) unit of international standard of organization, the quality of profit 
will increase by 4.407627 assuming other independent variables are constant (fixed).” 

d. The value of the blockchain variable coefficient (BC) of 142.5395, means that “every increase 
of 1 (one) blockchain unit, the quality of profit will increase by 142.5395 assuming other 
independent variables are constant (fixed).” 

The effect of international standard of organization (ISO) on profit quality  
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Based on testing the international stamdard of organization (ISO) variables on profit 
quality (KL), it is obtained that “ISO has a Prob value. (0.3009) > significance level (0.05) 
and t-statistic (1.067025) < t Table (1.70562), meaning that the regression results of panel 
data show a direction that is not the same as the hypothesis thus H1 is rejected which means 

ISO has no effect on profit quality.” This indicates that ISO has no relationship with profit 
quality. The reason  ISO  does not affect  the quality of profit is because the number of ISO 
certifications owned by the company cannot guarantee that the company can be said to be a 
company with good profit quality because good profit quality can be seen in terms of other 
aspects such as Companies that present profit information in financial statements represent 
actual profits and describe the company's actual financial performance. ISO certification  
can also prevent creative and critical thinking in an organization, as employees are forced to 
work according to well-described procedures and rules. In addition, to achieve ISO 
certification, incur additional costs and the costs incurred are not necessarily proportional to 
the benefits received. The number of costs results in reduced revenue and profits so that it 
can adversely affect the quality of a company's profits.  

The effect of management contracts on profit quality 

Based on testing the variable management contract (KM) against profit quality (KL), it is 
obtained that “the management contract has a value of Prob.  (0.0729) > significance level 
(0.05) and t-statistic (1.991907) > t Table (1.70562), meaning that the regression results of 
panel data show a direction that is not the same as the hypothesis thus H2 is rejected which 
means that the management contract has no effect on profit quality.” This indicates that the 
Management Contract has no relationship with the quality of profits. The cause of the 
management contract does not affect the quality of profits because the possibility of 
stakeholders does not attach importance to the company entering into agreements or work 
contracts with a large or small amount and with anyone. For stakeholders, it is likely that 
any company wants to be able to enter into an agreement or work contract with a 
manufacturing company. Furthermore, if “the report only includes details about the 
agreement between the sample company and other companies without providing 
information about the financial performance of the company in the current year, then the 
report is insufficient in giving stakeholders an overview of the company's expected future 
profits. The report cannot be used by stakeholders as a basis for decision making to invest 
their capital.” It is suspected that  stakeholders  value more in terms of the company's 
financial performance published through the company's annual financial statements, 
because it better describes actual profit information and shows the company's sustainability 
prospects in the next year, so that it is considered more relevant and can be used as a basis 
for investment decision making.  

The effect  of blockchain on profit quality  

Based on testing the Blockchain (BC) variable against Profit Quality (KL), it is obtained 
that “the blockchain has a Prob value. 0.0000 < significance level (0.05) and t-statistic 
(5.864371) > t Table (1.70562), meaning that the regression results of panel data show the 
same direction as the hypothesis thus H3 is accepted which means blockchain has a positive 
effect on profit quality.” This indicates that Blockchain has a relationship with the quality of 
profit. Because  more and more companies are implementing  the blockchain system, it 
shows that it is more efficient and can increase effectiveness in making financial statements 
that will be made by management and can minimize the occurrence of errors and fraud that 
will occur in the process of making reports which can thereby increasing the integrity of the 
financial statements so as to cause the reported profit information to be a good profit. Such 
quality provides positive value for the company in the eyes of investors. 
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5. Conclusion 

Based on the results of data analysis, hypothesis testing, and interpretation of results, 
conclusions are obtained as follows:  

1. ISO variables had no effect on Profit Quality in manufacturing companies for the 2016-2018 
period. Indicated by “the value of Prob. (0.3009) > significance level (0.05) and t-statistic 
(1.067025) < t Table (1.70562), thus H1 is rejected. “  

2. Management Contract variables had no effect on Profit Quality in manufacturing companies for 
the 2016-2018 period. Indicated by “the value of  Prob. (0.0729) > significance level (0.05) and 
t-statistic  (1.991907) > t Table (1.70562), thusH2 is rejected.” 

3. Blockchain variables affect Profit Quality in manufacturing companies for the 2016-2018 period. 
Indicated by “the value of Prob. 0.0000 < significance (0.05) and t-statistic (5.864371) > t Table 
(1.70562), thusH3 is accepted.” 

. 
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