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Abstract

This study aims to identify and analyze the effect of board of director interlock on firm performance
and earnings management in non-financial public companies in 2016. A quantitative research
approach was adopted, with the population consisting of firms that met specific criteria relevant to the
research. A total of 199 firms qualified and were included in the study. The analysis model used was
Simple Linear Regression, conducted using the statistical software SPSS version 23. The primary
objective was to examine whether interlocking directorships—where a board member holds a position
on the board of more than one company—have a significant impact on a company’s financial and
market performance, as well as its earnings management practices. The hypothesis testing revealed
that board of director interlock does not have a statistically significant effect on firm performance,
whether measured by financial performance indicators such as Return on Assets (ROA) or by market
performance indicators such as Tobin’'s Q. Furthermore, the presence of board interlock was also
found to have no significant influence on earnings management, as measured through discretionary
accruals. These findings suggest that board interlock, in the context of the sampled firms, does not
play a substantial role in influencing firm performance or earnings management practices.

Keywords: Board of Director Interlock, Firm Performance, Return On Asset, Earnings Management,
Discretionary Accrual

1. Introduction

Interlock Board of Director refers to a situation where a member of a company’s board of
directors also serves on the board of another company. This interlocking of roles allows a single
individual to participate in the strategic and managerial decisions of multiple firms [1]. The interlock
discussed in this context focuses specifically on individuals who hold board positions in more than
one company, reflecting a key feature in corporate governance, especially under the two-tier board
structure adopted by various global economies [2]. In many countries, this practice is not strictly
prohibited unless it creates conflicts of interest, especially in cases where companies share the same
market, operate in similar industries, or can jointly dominate a sector, leading to monopolistic behavior
or unfair business competition [3]. Even though board interlocks may appear to pose risks of collusion
or information leakage, they are still prevalent across corporations due to the perceived benefits they
offer. One such benefit is the comparative advantage in decision-making processes, where directors,
through their experience in multiple firms, can bring broader insights and a wealth of industry
knowledge to the table [4]. These insights can influence a company’s strategy, performance, and
long-term planning, potentially enhancing its effectiveness and competitiveness [5]. Furthermore,
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interlocks can be a channel for the diffusion of corporate practices, including those related to financial
reporting and earnings management [6].

The involvement of a director in multiple firms is often seen as a way to facilitate knowledge
sharing, foster strategic alliances, and promote mutual growth among interconnected firms [7]. This
can lead to improved corporate governance as interlocked directors may apply best practices
observed in one firm to another [8]. On the other hand, such arrangements can also raise concerns
about excessive influence, groupthink, or compromised independence, especially in monitoring roles
[9]. Despite these concerns, companies often maintain interlocked directorships due to their strategic
and managerial advantages [10]. Empirical research into the effects of director interlocks has
produced mixed results. Some studies suggest a positive relationship, highlighting improved firm
performance attributed to enhanced access to resources, networks, and strategic guidance [11].
These interlocked directors may use their networks to benefit the firm by facilitating partnerships,
investments, and access to critical information. Such advantages are believed to contribute to better
decision-making and corporate performance [12]. However, other research contradicts these findings,
pointing to potential negative outcomes such as conflicts of interest, reduced board independence,
and the dilution of fiduciary responsibilities [13]. These factors can adversely impact firm performance
and may hinder effective governance [14].

A significant area of interest in this domain is the relationship between director interlocks and
earnings management [15]. Earnings management refers to the strategic manipulation of financial
statements to meet specific targets, influence stock prices, or comply with contractual obligations.
Interlocked directors may bring with them knowledge of various accounting practices from other
companies, potentially influencing the financial reporting behavior of the firms they serve [16]. While
this may standardize practices across companies, it could also lead to coordinated earnings
management or the spreading of aggressive accounting techniques. Some argue that interlocked
boards may increase transparency and oversight, thereby reducing the scope for earnings
manipulation [17]. This view suggests that directors serving on multiple boards are likely to bring
integrity and professionalism, minimizing unethical practices [18]. However, others contend that such
directors might promote or tolerate earnings management if it aligns with their interests or helps
maintain favorable financial appearances across the firms they serve [19]. Therefore, the actual
impact of board interlocks on earnings management remains an open question, warranting further
investigation [20].

This study explores the influence of interlocked board directorships on company performance
and earnings management within non-financial public companies [21]. The research focuses on data
from companies listed on the Global Stock Exchange for a specific year, utilizing quantitative methods
to analyze the relationship [22]. The primary objective is to determine whether having directors who
serve on multiple boards has a measurable effect on a firm’s financial and market performance, as
well as its engagement in earnings management [23]. The research employed a structured data
selection process, identifying companies that met specific criteria to ensure consistency and
relevance. From the pool of non-financial public companies, those with complete and accessible
annual report data were selected for analysis [24]. A total of 199 companies constituted the final
research sample. These companies were subjected to statistical analysis using linear regression
techniques to test the hypotheses concerning the relationship between director interlocks and firm
performance indicators, such as return on assets (ROA) and Tobin’s Q, as well as earnings
management measured through discretionary accruals [25].

The findings of the study revealed that there was no statistically significant relationship between
board interlocks and firm performance [26]. Specifically, the presence of interlocked directors did not
have a measurable impact on either the financial performance or the market valuation of the firms
[27]. Similarly, no significant relationship was found between board interlocks and earnings
management, suggesting that the presence of such directors neither promoted nor mitigated financial
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manipulation in the sample of companies studied [59]. These results contrast with several prior
studies that identified either positive or negative correlations between board interlocks and firm
performance [28]. The divergence in findings may be attributed to differences in governance systems,
regulatory environments, cultural contexts, or the time period of the study. For instance, some
governance frameworks may provide stronger oversight mechanisms, thereby neutralizing any
potential negative impact of interlocks [29]. Alternatively, in environments with less stringent
regulations or weaker enforcement, the same interlock might have more pronounced effects [30].

Another plausible explanation for the absence of significant results is the specific nature of the
companies included in the sample [31]. Non-financial firms may differ in their reliance on board-level
strategic input compared to financial institutions, where directors often play a more hands-on role in
risk assessment and compliance [32]. Moreover, the impact of interlocks may vary depending on the
industry, the individual characteristics of the directors involved, and the frequency and intensity of
their participation in board activities [33]. The governance structure in the region also plays a role in
shaping the influence of director interlocks. In some systems, boards have limited power relative to
executive management, which may dilute the potential influence of interlocked directors [34].
Additionally, disclosure practices and stakeholder expectations may shape the behavior of interlocked
boards [35]. In environments with strong shareholder activism and public scrutiny, directors may
exercise greater caution in their decisions, thereby minimizing any adverse effects of interlocking
roles [36].

Despite the study's null results, the topic remains relevant for policymakers, regulators, and
corporate governance professionals [37]. The existence of interlocked board members continues to
raise important questions about board independence, corporate transparency, and accountability [38].
Companies should carefully consider the potential implications of appointing individuals who serve on
multiple boards, weighing the benefits of experience and connectivity against the risks of divided
attention and potential conflicts of interest [39]. Furthermore, the role of interlocked directors in
shaping firm strategy and policy should be evaluated in the context of broader governance practices
[40]. For example, the presence of independent directors, audit committees, and board evaluation
processes can help mitigate the potential downsides of interlocks [41]. Companies should also ensure
that board members have adequate time and resources to fulfill their responsibilities, especially when
serving on multiple boards [42].

While this study does not find evidence of a direct impact of board interlocks on performance or
earnings management, it highlights the need for a nuanced approach to board composition [43].
Future research could expand on these findings by exploring the moderating effects of other
governance variables, such as board diversity, ownership concentration, or executive compensation
structures [44]. Longitudinal studies might also shed light on how interlocks influence firm behavior
over time, providing a more dynamic view of their impact [45]. In the relationship between board
interlocks and corporate outcomes remains complex and context-dependent [46]. This study
contributes to the ongoing discourse by presenting empirical evidence that, in the case of non-
financial public companies listed on the Global Stock Exchange, interlocked directorships do not
significantly influence firm performance or earnings management [47]. These findings underscore the
importance of evaluating board interlocks within the broader framework of corporate governance,
regulatory oversight, and industry-specific dynamics. As organizations continue to evolve and adapt to
new challenges, understanding the role of board structures in shaping strategic and financial
outcomes will remain a critical area of inquiry [48].

2. Theoretical Framework

Resource dependence theory explains how external resources influence an organization. This
theory highlights that while companies rely on resources, they do not inherently possess all the
resources necessary for operation [49]. As a result, companies must engage in transactions and
exchanges with external entities—such as other firms or groups in the environment—to obtain the
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resources they need [50]. In contrast, the resource-based theory, also known as the resource-based
view, focuses on how firms achieve superior performance. This theory asserts that companies that
possess or control better resources—whether physical, human, or organizational—can attain above-
average performance and income [51]. These companies are better positioned to compete
successfully in the business environment due to the uniqueness and value of their internal capabilities
[52]. The board of directors, when involved in interlocking directorships, can access valuable external
resources and information [53]. These include insights into practices, policies, strategic decisions, and
experiences gained from serving on other boards. This cross-company exposure enhances decision-
making quality and can lead to better corporate outcomes, particularly in terms of financial and market
performance. In this study, company performance is measured in two dimensions: financial and
market [54]. Financial performance is assessed through return on assets (ROA), while market
performance is evaluated using the Tobin’s Q ratio. These indicators provide a comprehensive view of
a firm’s efficiency and valuation from both accounting and market perspectives [55].

The board of directors plays a central role in managing the company and typically holds more
information about the firm than external stakeholders, such as shareholders [56]. This information
asymmetry between agents (management) and principals (owners) can give rise to challenges,
particularly around transparency. One way management might obscure the true financial health of the
firm is through earnings management—adjusting financial reports to meet specific targets or portray a
desired financial image [57]. When directors serve on multiple boards, they carry knowledge,
practices, and strategic insights from one organization to another. These exchanges can include both
beneficial and questionable practices [58]. The interlock of board members creates a network where
decisions, behaviors, and corporate strategies are observed and, at times, replicated [59]. Through
social interactions and direct communication, such interlocks may contribute to the spread of
practices like earnings management across companies [60].

This inter-organizational connectivity can be strategically beneficial. Interlocked directors act as
conduits of valuable external information, enabling firms to design and implement more effective
strategies [61]. These directors can serve as sources of learning, innovation, and insight—providing
firms with a competitive edge [62]. In this way, board interlocks represent a strategic resource that
companies can leverage to improve performance [63]. Empirical research has shown mixed but
compelling evidence of a relationship between board interlocks and company performance [64]. Some
studies have concluded that there is a significant connection between interlocked boards and
improved financial indicators such as return on assets and return on equity [65]. These findings
suggest that directors who serve on multiple boards can positively influence performance by
contributing their knowledge, expertise, and external perspectives. Based on these insights, the
following hypotheses are proposed:

H1a: The interlock of the board of directors influences the company’s financial performance.
H1b: The interlock of the board of directors influences the company’s market performance.

Beyond performance, board interlocks are also linked to the transmission of financial reporting
practices, including earnings management [66]. Through shared board memberships, directors may
facilitate the spread of these practices, whether ethical or not. Decisions about whether to engage in
earnings management often depend on directors' subjective assessments of the potential benefits
and risks [67]. These assessments are shaped by their experiences across different companies,
including how such practices have been handled in other boardrooms. Earnings management itself is
a nuanced concept [68]. While it is frequently associated with negative connotations, it can also be
viewed in a neutral or even positive light under certain conditions [69]. In essence, it involves
managerial discretion in financial reporting to achieve desired outcomes. Whether this discretion is
used to mislead or to smooth out irregularities in earnings depends on intent, context, and
governance practices [70].
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Interlocked directors may act based on their exposure to earnings management practices in
other companies, consciously or unconsciously bringing these behaviors into the organizations they
serve [71]. This can lead to the diffusion of such practices across a network of interconnected firms
[72]. Companies, therefore, must be aware of how interlocks may shape not just corporate strategy
and performance, but also ethical and accounting behaviors. Some studies have examined this
phenomenon and found evidence suggesting that board interlocks are associated with earnings
management [73]. These findings support the notion that directors serving on multiple boards can act
as vectors for the spread of accounting practices, whether positive or manipulative. Consequently, the
presence of interlocked directors may influence a firm's approach to financial reporting [74]. Based on
this rationale, the following hypothesis is proposed:

H2: The interlock of the board of directors influences earnings management.

In the interplay between resource dependence and the resource-based view provides a
comprehensive theoretical framework for understanding how board interlocks affect firm behavior.
Interlocked directors are positioned to provide companies with access to external knowledge,
resources, and strategic capabilities [75]. While this may enhance performance, it also carries
potential risks—particularly in areas like earnings management—where the line between ethical
discretion and manipulation can become blurred [76]. As such, the influence of board interlocks on
firm performance and financial behavior warrants close examination within the broader context of
corporate governance and strategic management.

3. Research Method

The population in this study consists of non-financial public companies listed on the Global
Stock Exchange for the year 2015. In total, there were 525 companies that met the initial criteria for
inclusion in the population. To collect the necessary data, annual reports were obtained from both the
official website of the Global Stock Exchange (IDX) and the individual websites of the respective
companies. After applying a set of predetermined selection criteria, 199 companies were identified as
meeting the qualifications required for inclusion in the final research population. These criteria
ensured that the companies selected had the necessary completeness of data to support the analysis
and provide meaningful and reliable results. The primary purpose of this research is to analyze the
influence of the board of directors' interlock on two major aspects of corporate behavior: company
performance and earnings management. These two elements are treated as the dependent variables
in the study. Company performance is further divided into two separate dimensions to provide a more
comprehensive assessment. The first dimension is financial performance, which reflects the
accounting-based perspective of firm success. This is measured using the Return on Assets (ROA)
indicator. ROA is a widely accepted financial metric that evaluates the efficiency with which a
company utilizes its assets to generate net income [77]. The second dimension is market
performance, which is represented by the Tobin’s Q ratio. This ratio compares the market value of a
company to the replacement value of its assets, providing insights into how the market perceives a
company’s value relative to its actual asset base [78].

In addition to company performance, the second dependent variable in this research is
earnings management. Earnings management refers to the practices used by management to
manipulate reported earnings to meet internal or external expectations [79]. This practice can occur
for various reasons, including to meet market forecasts, to present a smoother earnings pattern over
time, or to influence the company’s stock price. To measure earnings management in this study, a
widely recognized model was adopted [80]. This model involves estimating discretionary accruals,
which are the portion of accruals not directly tied to the normal course of business operations and are
thus subject to managerial discretion. The use of this model allows for a more objective and
standardized assessment of earnings management across different companies.

4. Result
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The independent variable in this study is the interlock of the board of directors. Interlock refers
to a situation where a member of a company’s board of directors simultaneously serves on the board
of another company. This inter-organizational link is hypothesized to have potential implications for
the strategic and financial behavior of companies [81]. In this study, the interlock status of a company
is measured using a dummy variable approach. Companies that have at least one board member
serving concurrently on another company’s board are assigned a value of 1, indicating the presence
of an interlock [82]. Companies without such board interlocks are assigned a value of 0. To analyze
the data and examine the proposed relationships between variables, the study employs a two-variable
regression analysis, also known as simple linear regression [83]. This statistical technique is suitable
for investigating the influence of a single independent variable on a dependent variable [86]. In this
context, simple linear regression is used to assess the effect of the board of directors’ interlock on
each of the dependent variables separately—namely, financial performance (ROA), market
performance (Tobin’s Q), and earnings management [84].

In addition to regression analysis, descriptive statistical analysis is conducted. Descriptive
statistics serve an important role in summarizing the basic characteristics of the dataset and providing
a foundational understanding of the variables involved [85]. This includes measures such as mean,
standard deviation, minimum, and maximum values. By presenting these statistics, the study offers
insights into the distribution and tendencies of the data prior to inferential analysis [86]. To ensure the
validity and reliability of the regression results, classical assumption tests are also performed. These
include tests for normality and heteroscedasticity, both of which are essential for confirming the
suitability of linear regression for the dataset [87]. The normality test assesses whether the data
distribution conforms to the characteristics of a normal distribution. This study uses the ratio of
skewness and kurtosis to evaluate the normality of the residuals [88]. A distribution that deviates
significantly from normality can affect the accuracy of regression estimates. Meanwhile, the
heteroscedasticity test is used to determine whether there is constant variance of residuals across all
levels of the independent variable [89]. The presence of heteroscedasticity can lead to inefficient
estimates and biased standard errors. This study uses the glacier test to detect any signs of
heteroscedasticity in the regression models [90]. All statistical analyses in this study are conducted
using the SPSS software package [91]. This tool provides robust features for conducting regression
analysis, generating descriptive statistics, and performing assumption testing [92]. By leveraging this
software, the study ensures accurate, consistent, and reproducible results, thereby enhancing the
credibility and academic rigor of the research [93]. The descriptive form of the data used in this study
is presented in the form of processed spss that presents the mean, maximum, minimum, and
standard deviation data presented in table 1 below.

Table 1: Descriptive Statistics

N Minimum Maximum Mean Std. Deviation
INTERLOCKDIR 199 0 1 0.212 0.413
ROA 199 0.00020 0.37200 0.0670979 0.0632761
TOBINSQ 199 0.00090 18.64040 1,8152101 2.0894144
DA 199 0.00030 0.44680 0.0663182 0.0664487
Valid N (listwise) 199

From the board's directional regression interlock equation to Return on Assets, the board's
interlock regression equation towards Discretionary accruals, and the board's directional regression
equation for Tobin's Q, it is clear that the research model, which consists of one independent variable
and three dependent variables, does not fit the data. This conclusion is based on the analysis of the
model test, which is known as the F test [94]. The results of the T test of the regression equation
indicate that the interlock variable of the board of directors does not have a significant influence on
the financial performance (return on assets), market performance (Tobin's Q), or earnings
management (Discretionary Accruals) [95]. T tests are carried out with a significance threshold of
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0.05, which is equivalent to 5%. You may view the outcomes of the comprehensive hypothesis test in
table 2, which can be found here.

Table 2. Hypothesis Testing Results

Regression model Signification Hypothesis Conclusion

tested
Interlock the board of directors - ROA 0.444 Hla H1a rejected
Interlock the board of directors - Tobin’'s Q 0.175 H1lp H1b rejected
Interlock the board of directors -DA 0.753 H2 H2 rejected

The variable of the board of directors’ interlock has a positive but statistically insignificant effect
on the return on assets. This result suggests that although there might be a slight positive
relationship, the presence of an interlock among board members does not have a meaningful or
impactful effect on the company’s return on assets. In practical terms, this implies that having
directors who simultaneously serve on the boards of other companies does not substantially enhance
the company’s ability to generate returns from its assets [96]. Similarly, the board of directors’
interlock variable also demonstrates a positive but statistically insignificant influence on Tobin’s Q, an
indicator of market performance [97]. This outcome indicates that interlocking directorates do not
meaningfully affect the market valuation of a firm compared to its asset replacement costs.
Furthermore, when examining earnings management through the lens of discretionary accruals, the
interlock variable shows a negative but statistically insignificant effect. This means that companies
with interlocked board members do not demonstrate a consistent or impactful pattern of engaging in
earnings management practices as measured by discretionary accruals. While there is a negative
direction in the relationship, it lacks statistical support and thus cannot be considered a reliable or
strong finding.

The study's results lead to the rejection of the proposed hypotheses concerning the influence of
board of directors' interlock on financial performance, market performance, and earnings
management. There are several possible reasons why the results diverge from previous expectations
and theoretical assumptions. One key factor is the relatively small proportion of interlock among the
companies observed. When only one or two members of a board are engaged in interlocking
positions, their capacity to influence the decisions of the entire board is limited. Corporate decisions
are typically made collectively in board meetings, which require either consensus or a majority vote.
Consequently, a minority of interlocked directors may lack the influence necessary to sway decisions
or introduce substantial changes to corporate strategy and practices. Additionally, board members
who participate in interlocks may be connected to companies operating in different industries or
sectors. This variation means that even though the directors gain access to different sets of
information, practices, and experiences, these may not be directly applicable or beneficial to the
company in which they hold interlocked positions. Moreover, the diversity in business focus,
regulatory environments, and strategic goals between companies may hinder the effective transfer or
implementation of knowledge gained through interlock networks. Therefore, the actual utility of
interlocking relationships in influencing firm performance and earnings management could be
diminished by contextual differences.

Another influential factor is the regulatory environment in which the companies operate. In the
context of this study, there are existing regulations that limit the extent and conditions under which
interlocking directorships can occur. These restrictions are designed to prevent monopolistic practices
and ensure fair business competition. Specifically, there are provisions that prevent individuals from
holding board positions in companies that are in the same industry, have overlapping markets, or
collectively hold significant market power. Such regulations reduce the likelihood of strategic
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collaboration or influence among companies with shared board members, thereby weakening the
potential impact of interlock on corporate performance and financial reporting behavior. The presence
of these legal constraints means that companies are restricted in their ability to leverage interlocking
networks to obtain competitive advantages or implement shared practices. As a result, interlocked
directors may have limited opportunities to influence company policies or operations in a way that
affects performance outcomes or financial reporting. These constraints reduce the strategic
importance and effectiveness of interlocks as a mechanism for improving firm performance or
engaging in earnings management.

Moreover, the governance structure in place also plays a significant role. The use of a two-tier
governance system, where the board of directors is monitored and supervised by a board of
commissioners, introduces an additional layer of oversight that may limit the influence of interlocked
board members. The board of commissioners holds the authority to review, question, and reject
decisions made by the board of directors if those decisions are deemed risky, unethical, or not in line
with corporate governance principles. As a result, even if interlocked directors intend to introduce
practices or policies observed in other companies, they may face institutional resistance that prevents
such changes from being adopted. The two-tier system thus serves as a control mechanism that
curbs the autonomy of the board of directors and acts as a safeguard against practices such as
aggressive earnings management or policy changes that might compromise the integrity of corporate
operations. This structure ensures that decisions are made within a framework of checks and
balances, thereby reducing the likelihood that interlock relationships alone can lead to significant
variations in performance or financial behavior.

Additionally, the increasing emphasis on good corporate governance in the companies under
study may also limit the impact of board interlocks. With the growing implementation of corporate
governance practices, companies are under pressure to adhere to regulatory standards, maintain
transparency, and uphold ethical behavior in financial reporting and strategic decision-making. Good
corporate governance promotes accountability and encourages firms to report performance honestly,
minimizing the temptation or opportunity for earnings manipulation. In such an environment, the ability
of interlocked directors to influence earnings management or performance outcomes is curtailed, as
companies prioritize compliance over strategic maneuvering through interlocking relationships. The
implementation of governance mechanisms, including audit committees, independent directors, and
transparency requirements, contributes to a more controlled and standardized approach to corporate
management. These measures reduce the room for discretionary behavior and limit the scope for
performance manipulation, thus neutralizing any potential influence that interlocked directors may
exert. Consequently, the presence of board interlocks, even if strategically advantageous in theory,
may have little to no tangible effect under strict governance and compliance frameworks.

5. Research Limitation

Limitations in the design and scope of the research may also explain the lack of significant
findings. This study focuses solely on board-level interlocks without considering other types of inter-
organizational relationships such as interlocks involving senior management, external auditors, or
other advisory roles. These additional networks might exert a more substantial influence on company
performance and earnings practices. Moreover, the absence of control variables in the regression
models may reduce the robustness of the analysis. Control variables are essential in isolating the
effect of the independent variable by accounting for the influence of other factors that may
simultaneously affect the dependent variables. In the absence of control variables, the results may be
confounded by omitted variable bias, where unobserved factors such as firm size, industry type,
ownership structure, or macroeconomic conditions might influence both board interlocks and
company outcomes. Future research should consider incorporating such variables to strengthen the
analytical framework and yield more accurate results.
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Another limitation lies in the temporal scope of the data. This study relies on cross-sectional
data from a single year, limiting its ability to capture dynamic or lagged effects of board interlocks. If
the benefits or consequences of interlocking relationships take time to materialize, a single-year
shapshot may not be sufficient to detect such effects. For instance, policies or practices observed by
interlocked directors in one company may be evaluated and only implemented in subsequent years
after assessing their suitability and potential impact. Longitudinal data would allow for a more
comprehensive analysis of these temporal relationships and provide deeper insights into how
interlocks influence firms over time. The simplicity of the research model also constrains the
explanatory power of the findings. The low R-squared values obtained in the regression analysis
indicate that the independent variable—board interlock—accounts for only a small fraction of the
variation in the dependent variables. This suggests that other factors not included in the model play a
more substantial role in determining company performance and earnings management. Therefore,
future studies should consider expanding the model by including additional explanatory variables and
exploring the use of intervening or moderating variables that may mediate or condition the relationship
between board interlocks and company outcomes.

6. Conclusion and Recommendation

This study examines the interlocking board of directors' impact on firm performance and profit
management. Based on the problem formulation and discussion in the preceding chapters, the board
of directors' Interlock positively affects the company's Return on Assets but not significantly.
Directors' interlocking benefits Tobin's Q companies but not significantly. Interlocked directors hurt
the company's Discretionary Accrual but not significantly. This study exclusively examines board of
directors interlocks, not broader board of commissioners interlocks. The cross section analysis data
employed cannot explain the effect of interlock caused by practice and performance diffusion, which
requires a longer observation period. Low R square values indicate a weak relationship between
variables and suggest that other variables may affect the relationship between independent and
dependent variables. This study does not consider intervening or moderating variables. Based on this
study's findings, the author suggests examining and considering intervening or moderating variables
that affect the board of directors' interlock relationship to company performance and earnings
management, using other proxies to measure research variables, and using time series data to
observe trends and diffusion or dispersion.
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