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ABSTRACT 
 

The companies listed in Indonesia Stock Exchange generally have an 

organizational structure that separates owners and management. This situation may 

create a confalict between the owners and the management. However if they share 

a common goal, it can increase the companies’ values. This research is aimed at 

identifying the influence of ownership structure (managerial, institutional, foreign, 

and central) on the prices to book values (PBV). Understanding of the ownership 

structure is important for the control of a company operation. 

This research uses secondary data; it is based on the annual financial reports of 

Indonesia Stock Exchange in 2009 – 2011. A purposive sampling technique is 

applied, and 32 companies are selected as the sample. The data are analyzed using 

multiple linear regression and descriptive statistics. 

The research results show that the ownership structure significantly influences the 

firms  values: (1) the managerial ownership does not have  a positive influence on 

firm value, (2) the institutional ownership  has a positive and significant influence 

on firm vlue, (3) the foreign ownership has a positive and significant influence on 

firm value, (4) the concentrated ownership does not have a positive influence on 

firm value. This research is limited to only the ownership structure as the factors 

influence of firm value. 
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INTRODUCTION: 

The main purpose of a company is to increase the value of the company or its shareholders. To realize 
this purpose the shareholders or owners of its management handed over to agents. High value of the 

company can also increase prosperity for our shareholders. Maximize its value significantly wider than 

maximizing profits, based on several reasons, namely maximizing value means considering the effect 
of the time value of money, it also means maximizing the value of considering the various risks to the 

company's revenue stream and quality of the expected flow of funds received in the future (Haruman,  

2008). The increased value of the company can attract investors to invest their capital. For investors 

who are interested to invest certainly return rate or benefits to be derived from the investment in the 
form of embedded capital gains and dividends, being a part of the profit is given to the shareholders. In 

this case the manager must decide whether the profits from the company during the period will be 

distributed fully or partly distributed as dividends and the remainder being held companies or so-called 
retained earnings. Increase in the value of the company can be reached if there is cooperation between 

the management company and other parties that include shareholder and stakeholders in making 

financial decisions with the goal of maximizing working capital owned. Indonesia experienced a 

prolonged crisis since 1998, many people said that the length of the repair process after the crisis 
caused by the weak application of corporate governance in companies in Indonesia. The emergence of 

the issue of corporate governance is also caused by the separation between the ownership controls of 

the company. It is also an important and controversial issues regarding corporate governance is the 
shareholding structure associated with an increase in the value of the company. Likelihood of a 

company is in a position of financial stress is also heavily influenced by the ownership structure of the 

company. The ownership structure explains the commitment of the owner to save the company (Ward, 
2006). 

Ownership structure according to some researchers believed to affect the running of the company, 

which in turn affect the company's performance in achieving corporate objectives, namely maximizing 

firm value. This is caused by the presence of the control they have (Wahyudi and Pawestri, 2005). Rise 
and fall of the value of the company is influenced by the ownership structure. Ownership structure is 

very important in determining the value of the company. Two aspects need to be considered are (1) the 

concentration of corporate ownership by outsiders (outsider ownership concentration) and (2) 
ownership by the management company (management ownership concentration). Owners of different 

companies from outside parties with the manager because the owners are less likely than outsiders 

involved in the affairs of the company day-to-day operating (Abdullah, 2001). Shareholding structure is 

considered important to a company and is believed to affect the company's performance in achieving 
the maximization of corporate value because it deals with the control they have and also it is able to 

explain the commitment of the owner to save the company. Therefore, ownership structure has an 

important role in determining the value of the company.  
Managers as corporate managers have different objectives, especially in terms of improving individual 

performance and compensation that will be received. If the manager of the company committed acts of 

selfishness by ignoring the interests of investors, it would cause the collapse of investors' expectations 
about returns on investment that they have invested (Faizal, 2004). This may occur due to the existence 

of information asymmetry, where managers are more aware of the internal information and the 

company's prospects in the future compared with shareholders and stakeholders. Causes of conflict 

between managers and shareholders among which the decision-making associated with fundraising 
activities (financing decision) and making decisions about how the funds raised are invested. To avoid 

the opportunity for management actions that are detrimental to shareholders can be done in two ways, 

namely monitoring and bonding. Monitoring is done by monitoring the outside investors, while the 
bonding is the restrictions made by the manager alone in taking action. And this mechanism will bring 

costs called agency cost. If the action between the managers of the other party goes accordingly, then 

the problem between the two parties is not going to happen. In fact, the unification of the interests of 
both parties often causes problems. Problems between managers and shareholders called agency 

problem. In theory the concept of the firm (Jensen and Meckling, 1976) the existence of agency 

problems will lead to failure to achieve corporate financial goals, which is to increase the value of the 
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company by way of maximizing shareholder wealth. It required an external control of where the role of 
a good monitoring and supervision will direct as it should. There are several alternatives to reduce 

agency cost, including the presence of share ownership by management and ownership of shares by 

institutional (Haruman, 2008) 
By managerial share ownership, managers are expected to act in accordance with the wishes of the 

principals as managers will be motivated to improve the performance and will be able to increase the 

value of the company (Siallagan and Machfoedz, 2006). According to Ross et al (quoted from 

Siallagan and Machfoedz, 2006) states that the greater the Management ownership in the management 
company will tend to try to improve its performance for the benefit of shareholders and for their own 

interests. Management stock ownership is the proportion of ordinary shares held by the management. 

There are studies that found that managerial ownership has no effect on firm value. Relationship 
between managerial ownership with firm value is no monotonic relationships that arise because of the 

incentives that are owned by the manager, and they trying to do an alignment of interests with outsider 

ownership by increasing their shareholding if the value of the company increases (Wahyudi and 
Pawestri, 2005). 

Other ownership structures i.e. institutional ownership, which generally can act as parties to monitor 

company. Large institutional ownership indicates its ability to monitor management. The greater 

institutional ownership, the more efficient utilization of assets and the company is also expected to act 
as a deterrent against waste made by management. Institutional ownership is the proportion of shares 

owned at the end of the year by institutions, such as insurance, bank or other institution (Tarjo, 2008). 

Research conducted Sudarma (2004) concluded that the ownership structure (managerial ownership 
and institutional ownership) shares a significant negative effect on firm value. This means that 

measurements of the composition of managerial ownership and institutional ownership determined the 

value of the company. The decreasing amount of the composition of managerial ownership and 

institutional ownership and increased public ownership will affect the rising value of the company. 
Partially, this study concluded that managerial ownership is not a significant positive effect on firm 

value and institutional ownership a significant negative effect on firm value. This result means that the 

increase in the value of institutional ownership will affect the company's decline in value. 
Foreign ownership is part of the ownership structure will affect the value of the company. Research 

conducted by Douma et al (2003), which explains how the ownership structure, the different roles 

played by foreign individual investors and shareholders of foreign firms affects firm performance, 
using firm-level data for India in 2002. They find foreign firms have a positive effect on firm 

performance, which would certainly affect the value of the company. 

Another ownership structure which can reduce the conflict between management and shareholders may 

be reduced so that the agency cost of ownership is concentrated. Concentration of ownership describes 
how and who is in control of the whole or most of the above as well as overall corporate ownership or 

majority shareholders control over the company's business activities. 

Ownership is said to be concentrated if to achieve majority control of dominance or merger takes fewer 
investors. The absence of control in a company that can be held by the less investor will be easier to 

control the run. Compared with the mechanism of large shareholders, concentrated ownership has a 

lower power control because they still have to coordinate to run the control right. But on the other hand 
concentrated ownership mechanism also has a smaller possibility for the emergence of opportunities 

for a concentrated group of investors to take actions that harm other investors. Concentration of 

ownership (shareholder control) in a company can influence the implementation of organizational 

strategy if the company majority of its capital coming from stock or other securities, so the company's 
controlling shareholders can affect the quality of the implementation of corporate governance at the 

company through the design and implementation of their policies. 

This research refers to research conducted by Machmud and Chaerul (2008) who examine the effect of 
ownership structure on broad social responsibility disclosure in corporate annual reports. Results of 

research conducted by Machmud and Chaerul (2008) are that foreign ownership and institutional 

structure does not affect the wider social responsibility disclosure. Differences in this study lies in the 

dependent variable used is the value of the company. Results of previous studies on the effect of 
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ownership structure commonly used managerial ownership and institutional ownership on firm value 
are inconsistent or have a different outcome. 

Dependent variable is firm value because the firm value is investor perception of the company, which 

is often associated with the stock price. High stock price made a higher value of the company as well. 
Maximize the value of the company is very important for a company, because by maximizing the value 

of the company means also maximizing shareholder wealth is the main goal of the company. Value of 

the company can provide maximum shareholder wealth if the stock price increases. The higher the 

stock price, the higher the wealth distributed to shareholders. To reach the general enterprise value 
investors handed over its management to the professionals who are positioned as a manager or 

commissioner. Thus, it can be concluded that the value of the company is an important concept for 

investors, because it is an indicator for assessing the company's overall market.  
In a study conducted by Sudarma (2004) managerial ownership has no significant positive effect on 

firm value, is in line with the results conducted by Wahyudi and Pawestri (2005) that managerial 

ownership has no effect on firm value. However, these findings are not consistent with research 
conducted by Sillagan and Machfoedz (2006) that managerial ownership has a negative influence on 

the value of the company in accordance with Sujoko and Soebiantoro (2007) managerial ownership 

also negatively affect the value of the company. Research conducted by Wahyudi and Pawesti (2006) 

that the negative affect of institutional ownership on firm value. This study is also in line with Haruman 
(2008) that there is a negative effect of institutional ownership on firm value. These results are not 

consistent with the study conducted Wening that institutional ownership has a positive effect on firm 

value is also consistent with studies conducted by Wang and Bjuggren (in Tarjo, 2008) that institutional 
ownership has a positive effect on firm value. Based on the inconsistency of the results of these studies 

researchers interested in studying the effect of ownership structure on firm value and also add foreign 

ownership in this study. Researchers interested in using the population for this study is manufacturing 

companies listed in Indonesia Stock Exchange 2009-2011. Manufacturing company is a type of 
company in their actions to try to manage the raw materials into finished goods. Labor-intensive 

manufacturing firms are relatively more than the type of company services and general trading 

company. Manufacturing company is the largest number of issuers other than the number of issuers 
listed on the Indonesia Stock Exchange (IDX). In the manufacturing sector, there are many companies 

that their work continues to evolve. There was no denying this sector has spawned a flagship company 

whose products consume some communities in Indonesia. Most investors get involved in the 
manufacturing company. Therefore, manufacturing companies selected to be studied in this research. 

Based on the background of the author intends to conduct a study to analyze the effect of managerial 

ownership, institutional ownership, foreign ownership and concentrated ownership in a company to the 

value of the company in Indonesia, in particular sector companies listed on the Indonesia Stock 
Exchange in the period 2009 to , 2011. Where the value of the company as the dependent variable 

using assessment measures price to book value, while the indicators used to measure the performance 

of companies that managerial ownership, institutional ownership, foreign ownership and concentrated 
ownership as the dependent variable. Issues to be discussed in this article are: 1) Is the managerial 

ownership effect on firm value, 2) Does institutional ownership affects on firm value, 3) Does foreign 

ownership affect corporate values and 4) Does concentrated ownership affect firm value.  
 

BASIS THEORY AND HYPOTHESIS DEVELOPMENT: 

AGENCY THEORY: 

Agency theory reveals the relationship between the principal (the owner of the company or the party 

that mandates) and agent (manager of the company or the party receiving the mandate) which is based 
on the separation of ownership and control of the company, the person separation risk, decision-making 

and control functions -function (Jensen and Meckling, 1976). Agency theory is the relationship 

between the agent (management) and the principal (owner). In the agency relationship there is a 
contract in which one or more persons (the principal) ordering others (agents) to perform a service on 

behalf of the principal and the agent authorized to make decisions or manage the business is best for the 

principal. Agency theory assumes that all individuals acting on their own interests and not the interests 
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of the other party. As the principal shareholder or owner of the company assumed just interested to 
financial results or increase their investment in the company. Because of differences in the interests of 

each party trying to be maximize profits for themselves. Principal wants maximum return on 

investment as soon as possible and one of which is reflected by the increase in the dividend portion of 
each share held. Agent wants its interests to be accommodated with the compensation is adequate and 

numbers for its performance. Principal Agent assesses performance based on their ability to maximize 

profits allocated to the distribution of dividends. The higher the income, the greater the share price and 

the dividend, then the agent is considered successful performers so it deserves a high incentive. Instead 
Principal Agent also meet the demands of a high order to get compensation, so that if there is no 

adequate supervision then the agent can play several companies that condition as if the target is 

reached. The game could be on the initiative of the principal or agent of his own initiative. Doing so 
may lead to the occurrence of Creative Accounting that violates the rules, for example, the existence of 

which would be uncollected receivables that are not eliminated, capitalizes undue expense, improper 

revenue recognition that all affect the value of assets in the balance sheet "beautify" the financial 
statements, although not actual values. Other measures can also be done by smoothing income (profit 

split to another period) so that each year seem to benefit the company when in fact losing money or 

profits down. The agency problems arise because of a conflict or difference of interest between 

principal and agent. Agency theory attempts to explain the determination of the most efficient contracts 
that can limit conflict or agency problems (Jensen and Meckling, 1976). Agency theory is also 

instrumental in providing accounting information so that feedback in addition to predictive value. 

Agency theory states that the company is facing cost and contract supervision cost are low tend to 
report lower earnings or in other words, will put out the costs for management purposes. One of the 

costs that can improve a company's reputation in the eyes of society is the costs associated with 

corporate social responsibility. 

 

HYPOTHESIS DEVELOPMENT: 

One mechanism that can reduce the agency problem is increasing managerial to hold of the share. It is 

based on the logic that the increase in the proportion of shares owned by managers will reduce the 

tendency for managers overreacting. With a fairly high proportion of ownership then the manager will 
feel ownership for the company so that it will make every effort possible to take actions that can 

maximize their own welfare. Thus it will unite the interests of managers with shareholders; this is a 

positive impact on company performance and enhances shareholder value. Wahyudi and Pawestri 

(2005) explains that managerial ownership aligns the interests of management and shareholders will 
derive a direct benefit from the decision and bear the losses as a consequence of making the wrong 

decision. The statement states that the greater the proportion of ownership in the management 

company, the management tends to be more active for the benefit of a particular shareholder is himself. 
Number of large managerial ownership should have higher performance; due to agency cost is reduced. 

Increase in the proportion of shares owned by managers and directors will reduce the tendency of 

excessive manipulation actions, so as to unite the interests between managers and shareholders. 
According to Faizal (2004), the size of the number of managerial stock ownership in the company may 

indicate similarity (congruence) between the interests of management with shareholders. The 

increasing proportion of managerial ownership, the better the performance of the company, would 

increase the value of the company. Therefore, managers will be motivated to improve their 
performance which is also the desire of shareholders to continue to enhance shareholder value. 

Managers as well as shareholders who will increase the value of the company due to the increased 

value of the company, then the value of the shareholder wealth will increase as well. Research associate 
with the value of management ownership the company has a lot to do but the results are different too. 

Soliha research and Taswan (2002) found a significant and positive relationship between management 

ownership and corporate value. While research conducted Wahyudi and Pawestri (2005) found a weak 
relationship between management ownership and corporate value. Similarly, according to Siallagan 

and Machfoedz (2006) concluded that the negative effect of managerial ownership on firm value as 

measured by Tobin's Q. 
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Research conducted by Jensen and Meckling (1976) found that the greater the share ownership by 
management of the reduced tendency of management to optimize the use of resources so that the 

resulting increase in the value of the company. In contrast to research Siallagan and Machfoedz (2003) 

states that by using OLS and 2SLS find the relationship between managerial ownership and firm value 
is negative and linear so it is concluded that the high management ownership will decrease the firm’s 

value and the hypothesis in this study it can be concluded that: 

H1: Managerial Ownership has affected on the firm Value 

Institutional ownership acts as a monitoring party companies in general and managers so that managers 
of firms in particular. Institutional investors will be monitoring the progress professionally invested in 

the company and have a high degree of control of the management action. This minimizes the potential 

for management to commit fraud, and thus can align the interests of management and the interests of 
other stakeholders to improve the performance of the company. The greater institutional ownership, the 

more efficient utilization of assets and the company is also expected to act as a deterrent against waste 

by management (Faizal, 2004). Similarly, according to Tarjo (2008) found that the greater ownership 
by financial institutions, the greater the power and the drive to optimize the value of the company. 

Shleifer and Vishny (in Haruman, 2007) states  the large numbers of shareholders have significance in 

monitoring the behavior of managers within the company. The presence of institutional ownership will 

be able to effectively monitor the management team and to enhance shareholder value. According to 
Xu and Wang, et al. and Bjuggren et al., (in Tarjo, 2008) found that the positive effect of institutional 

ownership on firm value and performance of the company. This means showing that institutional 

ownership to be a reliable mechanism so as to motivate managers to improve their performance, which 
in turn can increase the value of the company. However, in contrast to the above, studies Herawaty 

(2008) shows that institutional ownership is not successful in increasing the value of the company, 

because institutional ownership reduce corporate value. This is due to the majority of institutional 

investors are not the owner is unable to properly monitor the performance of managers. The existence 
of institutional ownership will reduce public confidence in the company. As a result, the stock market 

reacted negatively in the form of decline in stock trading volume and stock prices, thereby reducing 

shareholder value. Therefore, the hypothesis in this study is: 
H2: Institutional Ownership has affected on the firm value. 

Many companies in Indonesia that their shares are owned by foreign investors. This positive outlook 

assumes that sales will improve performance as well as to create a more healthy competition in 
Indonesia. Foreign-based companies have sufficient technology, good employee skills, extensive 

information network, allowing for widespread disclosure. Through these factors, foreign companies 

will try to increase the value of a company formed by the foreign investor in the operations in which 

the subsidiary or affiliate established. Many countries that can serve as the operating target foreign 
companies, such as Indonesia. Salvatore (2005) states that a portfolio containing stocks of domestic and 

foreign offer lower risk and higher returns for investors than a portfolio containing only domestic 

stocks. Relating to foreign ownership, in research Setiawan (2006) concluded that foreign ownership in 
the company has a significant effect on firm value. 

H3: Foreign Ownership has affected on Firm Value 

Concentrated ownership is a common phenomenon country with a growing economy such as Indonesia 
and the countries in continental Europe. Concentrated ownership is said that most of these stocks have 

a number of shares of a relatively dominant compared to other (Nuryaman, 2008). Large shareholding 

by a particular party in a company will have some impact on the quality of the implementation of the 

company's corporate governance. Drobetz et, al (In Nuryaman, 2008) states that there are two main 
effects of the amount of shares held by certain parties. First, by increasing the cash flow rights of the 

largest shareholders in a company, it will positively impact the quality of the implementation of 

corporate governance is getting better, and then the market will appreciate, so it will increase the value 
of the company and subsequently have a positive impact on the value of their shares have (the largest 

shareholder). Thus, the shareholders will get an incentive to improve the quality of implementation of 

corporate governance is concerned. The second view, with the concentration of ownership of the 
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company, the shareholders and the company will increasingly dominate the decision-making influence 
(negative impact). 

H4: Concentrated Ownership has affected on firm Value 

 

THEORITICAL FRAMEWORK: 

Based on the literature review, the theoretical basis of the managerial ownership variables, institutional 

ownership, foreign ownership, concentrated ownership and firm value as mentioned above, it can be 

made the following framework: 

 

Theoritical Framework 

 

 
 

   

  H1 
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 H4  

 

     

 

 
 

 

 

 
 

Figure 1: Theritical Framework 

 

RESERCH METHODOLOGY: 

TYPES AND SOURCES OF DATA: 

Data are used in this study is secondary data is data the annual financial statements of manufacturing 

companies listed in Indonesia Stock Exchange 2009-2011. Form of data used in this study is the ratio 

of the data. The data used is the data that can be obtained from the Indonesian Capital Market Directory 
or www.idx.co.id, journals and other references. Techniques of data collection in the study is the 

documentation of the method of data collection is done by recording and writing of data to identify 

issues related to the research obtained from Indonesian Capital Market Directory and www.idx.co.id. In 
this study the documentation in the form of an annual report 2009-2011.  
 

POPULATION AND SAMPLE: 

The population in this study is a manufacturing company whose shares are listed and actively traded on 

the Indonesia Stock Exchange 2009-2011. Total population is 214 companies. The selection of the 
sample in this study with purposive sampling method, with the some criterias such as a) Manufacturing 

companies listed on the Stock Exchange in the period 2009-2011, b) The company does not issue 

annual financial statements of 3 years, and c) if the companies do not have the managerial ownership, 
institutional ownership, and foreign ownership and loss companies were delisted as sample. Based on 

this criterias, the samples to be 32 companies. 
 

OPERATIONAL DEFINITION AND MEASUREMENT OF VARIABLES: 

The independent variable is the structure of ownership such asa managerial ownership, institutional 

ownership, foreign ownership, and ownership is concentrated and the dependent variable is firm value. 

Managerial Ownershipl 

(X1) 

 Institutiona lOwnership 

(X2) 

Foreign Ownership (X3) 

Firm Value (Y) 

Concentrated Ownership 

(X4) 
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1. Managerial ownership was measured by the proportion of shareholders that management is actively 
involved in the decision making of the company (directors and commissioners) (Diyah and Erman, 

2009) 

2. Institutional ownership is the proportion of shares held by the holders of institutional owners such as 
insurance companies, banks, investment companies and other holdings except its subsidiaries and 

other institutions that have a special relationship. (Indahningrum and Ratih, 2009) 

3. Foreign ownership is ownership of company shares by foreign investors who are defined as 

individuals, legal entities, and governments as well as the status of their parts overseas. Foreign 
ownership is measured by the percentage of foreign shareholdings are viewed from the annual 

financial statements of the company. (Machmud and Chaerul, 2008) 

3. Concentration of ownership describes how and who is in control of the whole or most of the above 
as well as overall corporate ownership or majority shareholders control over the company's business 

activities. Ownership concentration is measured by the level of ownership by a party of more than 

51% indicate a right of control by majority shareholders. In this study, concentrated ownership is a 
dummy variable, 1 = 0 = firm concentrated and unconcentrated firms (Nuryaman, 2009). 

4. Firm value is the value of a company's share price is seen from (Hougen in Utomo, 2000). Firm 

value measured by Price to Book Value (PBV).  Price to book value ratio is measured by stock price 

divided by book value. The book value of the company is produced by market price of the stock. 

 

ANALYSIS THECNIQUE: 

Multiple linear regression analysis is the study of the dependence of the dependent variable with more 

than one independent variable. The goal is to estimate or predict and the population mean or average 
value of the dependent variable based on the value of the independent variables that are known by the 

Ghozali (2005). This analysis to examine the influence of the dependent variable (Y) is the firm value 

on independent variable (X) that managerial ownership, institutional ownership, foreign ownership and 

concentrated aownership. The formula is: 
PVB = a + b1MO + b2IO + b3 FO + b4 CO + e 

 

FINDING AND DISCUSS: 

FINDING: 

The equation shows that the firm value is influenced by the ownership structure managerial ownership, 

institutional ownership, foreign ownership, and concentrated ownership. These results can be explained 

as follows: 

PBV = 0,840 – 0,004MO + 0,015IO – 0,012FO – 0,264CO 
a. Value of constant positive value of 0.840 indicates that if the ownership structure consisting of 

managerial ownership, institutional ownership, foreign ownership, and ownership is concentrated 

constant, then the enterprise value (PBV) of 0.840 stated. 
b. Coefficient of managerial ownership of -0004 indicates that any increase in managerial ownership in 

the company will be followed by 1% decline in the firm  value) of 0.004, assuming other variables 

remain; 
c. Institutional ownership coefficient value of 0.015 indicates that each increase of 1% institutional 

ownership will be followed by an increase in firm value  of 0.015, assuming other variables remain; 

d. Foreign ownership coefficient of -0012 indicates that any increase in foreign ownership of 1% will 

be followed by a decrease firm value of 0.012, assuming other variables remain; 
e. Concentrated ownership coefficient of -0264 indicates that any increase in the company's 

institutional ownership will be followed by 1% decline in the firm value for 0264 assuming other 

variables remain.  
 

Reslut of f value is 3.360 and probability of 0.013. Because the probability is much smaller than 0.05, it 

can be concluded that the managerial ownership variables, institutional ownership, foreign ownership, 

and ownership concentration jointly affect firm value means that simultaneous ownership structure 
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(managerial ownership, institutional ownership Foreign ownership and concentrated ownership) effect 
on firm value  in companies listed on the Stock Exchange 2009-2011. 

 

THERE IS EFFECTTING OF OWNERSHIP STRUCTURE ON FIRM VALUE (PBV): 

Management companies are increasingly separated from the ownership of the company is one of the 
characteristics of the modern economy, which is in line with agency theory which wants owners of the 

company (principal) handed over to the company management professionals (agents) that a better 

understanding of running a business. Separation destination management and corporate ownership is 

that owners get maximum benefit in a cost efficient. Ownership structure is well reflected through the 
equity instruments or debt instruments so that the structure can be analyzed through the possible forms 

of agency problems that will occur. Based on the results of data processing shows that the independent 

variables of ownership structure (consisting of managerial ownership, institutional ownership, foreign 
ownership, and ownership is concentrated) has the significance F value of 3.360 with a probability of 

0.013. Because the probability is much smaller than 0.05, it can be concluded that the managerial 

ownership variables, institutional ownership, foreign ownership and ownership concentration jointly 

affect firm value (PBV). F-table value obtained by test 2.4178  shows that the F-count < F-table 
(2.4178 < 3.360), it is meaning that simultaneous ownership structure (managerial ownership, 

institutional ownership, foreign ownership and concentrated ownership) effect on firm value (PBV) in 

companies listed on the Stock Exchange 2009-2011. This result supports simultaneous testing of theory 
used is agency theory which states that the ownership structure is able to reduce the agency problem in 

which the problem will cause a decrease in the value of the company. Managerial ownership affects on 

the tendency to increase the value of shareholders other than to increase the value of the company 
alone. Improve managerial ownership can be used as a way to overcome this agency problem according 

to the research conducted by Christiyanti (2008). Furthermore, the ownership of the institution have an 

active role in enhancing the value of the company, since the institution is entitled to supervise the 

performance of the managers, thereby reducing the level of fraud that would lower the value of the 
company. Ownership of foreign or foreign investors will provide motivation for both management and 

the institution to improve its performance which will lead to increased value of the company. 

Concentrated ownership would provide incentives to shareholders to participate actively in the 
company. Research conducted by Wahyudi & Pawesti (2006) states that the ownership structure is 

believed to affect the running of the company, which in turn affect the company's performance in 

achieving corporate objectives, namely maximizing firm value. This is caused by the presence of the 

control they have. Thus, the ownership structure considered as crucial to overcome the agency problem 
because the ownership structure of both companies realized a decent performance as a manager as 

competent authorities in the management of the company has enough authority to carry out their duties. 

 

THERE IS EFFECTING OF MANAGERIAL OWNERSHIP ON FIRM VALUE (PBV): 

Test results between managerial ownership variables on firm value showed no significant influence of 

managerial ownership on firm value. Managerial ownership and significant negative effect on firm 

value (PBV), which can be seen from the significant value well above 0:05 is equal to 0,709, and the 
value of t which is negative, so the hypothesis (H1 rejected). It means that the size of managerial 

ownership was not able to affect firm value. The result is in contrast to the theory that basically says 

that the agency theory of managerial ownership can reduce the tendency of excessive manipulation. It 

can unite the interests between managers and shareholders and increase the proportion of managerial 
ownership can be used as a way to solve the agency problem. The results support the study by Jensen 

and Meckling (1976) found that the greater the share ownership by management then reduced the 

tendency of management to optimize the use of resources so that the resulting increase in the value of 
the company. This result is also in accordance with or research conducted by Sudarma (2003) which 

says that managerial ownership has a significant negative effect on firm value. In contrast to research 

Siallagan and Machfoedz (2003) states that by using OLS and 2SLS find the relationship between 

managerial ownership and firm value is negative and linear so it is concluded that the high management 
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ownership will decrease the value of the company. Research conducted by Sujoko and Soebiantoro 
(2003) also has the same result as negative effect of managerial ownership on firm value. Based on 

these results can be explained that things may have happened is because the management company 

does not have control of the company. The management has been mostly controlled by its majority 
owner so that management simply run its own interests and not trying to maximize the value of the 

company. Results of this study reject the hypothesis that managerial ownership significant positive 

effect on firm value. 

 

THERE IS EFFECTING OF INSTITUTIONAL OWNERSHIP ON FIRM VALUE: 

The test results among variables of institutional ownership on firm value showed a significant influence 

of institutional ownership on firm value. Institutional ownership and a significant positive effect on 

firm value, which can be seen from the significant value well below 0:05 in the amount of 0,041, and 
the value of t which is positive, so the hypothesis (H2 acceptable). It means that the size of the 

institutional ownership was able to affect firm value. Results make it clear that the increase in 

institutional ownership in the firm, the greater the power of sound and boost the institution to oversee 

the management and would consequently give greater impetus to optimize the performance of the 
company so that the company's value will also increase. Institutional ownership represents a source of 

power that can be used to promote a more optimal control on the performance of management in order 

to anticipate the actions of managers that are not in accordance with the wishes of the owner. The 
results are consistent with the underlying theory that ownership by institutional investors such as 

securities firms, banks, insurance companies, pension funds and other institutional ownership will 

encourage a more optimal control on the performance of management so that the performance of the 
company will also increase. Level of institutional ownership also serves as a monitor agent to solve the 

agency problem. Corporate ownership by institutions will encourage more effective oversight, because 

the institution is a professional who has the ability to evaluate the performance of the company which 

will ultimately increase the value of the company. This result is consistent with research conducted by 
Xu and Wang, et al. and Bjuggren et al. (in Tarjo, 2008), that the positive effect of institutional 

ownership on firm value and performance of the company. This means showing that institutional 

ownership to be a reliable mechanism so as to motivate managers to improve their performance, which 
in turn can increase the value of the company. Shleifer and Vishny (cited by Haruman, 2007) states the 

large number of shareholders have significance in monitoring the actions of managers within the 

company. The presence of institutional ownership will be able to effectively monitor the management 

team and to enhance shareholder value. Reasons that could explain the results of these studies because 
of institutional ownership is one of the factors that may affect the company's performance. With the 

ownership by institutional investors may encourage optimal control over the performance of 

management, because the shares represent a source of power that can be used to support or even 
worsen performance? The greater ownership by financial institutions, the greater the power of the voice 

and urge financial institutions to oversee the management and would consequently give greater impetus 

to optimize the value of the company. Accept the results of this study the hypothesis that significant 
institutional ownership has a positive effect on firm value. 

 

THERE IS EFFECTING OF FOREIGN OWNERSHIP ON FIRM VALUE: 

Test results between foreign ownership variables on firm value showed a significant influence of 

foreign ownership on firm value. Foreign ownership is negative and significant effect on firm value, 
which can be seen from the significant value well below 0.05 and a value of t which is negative, so the 

hypothesis (Ho is rejected). It means that the size of the foreign ownership was able to affect firm 

value. This result is consistent with the basic theory used that foreign ownership has a positive effect on 
firm performance. Holdings of foreign stocks pose a positive effect on firm performance of domestic 

companies that will enhance shareholder value. The proportion of shares held by foreign investors has a 

majority percentage above 50 percent. The entry of foreign investors through stock ownership in 

Indonesia is caused Indonesian companies tend to improve performance. It can be motivating for the 
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company to enhance shareholder value. In a study conducted by Salvatore (2005) states that a portfolio 
containing stocks of domestic and foreign offer lower risk and higher returns for investors than a 

portfolio containing only domestic stocks. Relating to foreign ownership, in research Setiawan (2006), 

the results support the conclusion that foreign ownership in the company has a significant effect on 
firm value. Reasons that can be used to explain the results of these studies are likely due to the 

percentage of foreign ownership in domestic firms large enough.  More 50 percent  foreign investors 

invested in Indonesia companies. Therefore, firms with foreign ownership are trying to increase the 

value of the company because of the motivation provided by foreign parties. Foreign investors also 
provide oversight of the performance of companies they invest their capital in the company. This 

suggests that the hypothesis is accepted that the positive effect of foreign ownership on firm value. 

 

THERE IS EFFECTING OF CONCENTRATED OWNERSHIP ON FIRM VALUE: 

Test results between concentrated ownership variables on firm value showed no significant influence of 

concentrated ownership on firm value. Concentrated ownership and no significant negative effect on 

firm value, which can be seen from the significant value well above 0.05 and the t value is negative, so 

the hypothesis (Ho is accepted). It means that the size of the concentrated ownership was not able to 
affect firm value. Concentrated ownership is closely related with the family company or family 

business (family business) where the majority of the number of shares owned by the company 

controlled by the family itself. In business terms there are two types of family firms first Family Owned 
Enterprises (FOE), a company owned by the family but managed by professional executives from 

outside the family circle. In this case the family role as owner and does not involve itself in the 

management of operations in the field to run the company in a professional manner. With these roles 
family members can optimize away the oversight function. Second, FBE is company share owned and 

managed by the family of its founder. So both the management and the ownership is held by the same 

person, namely family. This type of company is characterized by the important position held by 

members of the family firm. Family business has concentrated shareholdings since dominated most of 
its shares by the family. Based on the theory of concentrated ownership arises essentially in two 

groups, namely shareholders, controlling and minority shareholders. Controlling shareholders or 

majority shareholders (controlling shareholders) may act together with shareholder interests or conflict 
with the interests of shareholders. Besides, it also has more complete information than the minority 

shareholders, and this will influence the behavior of companies. In connection with the theory is 

essentially concentrated ownership could not act in accordance with the wishes of shareholders. 

Shareholders acting not control or supervision of action will lower the value of the company. Research 
conducted by Drobetz et. al. (In Nuryaman, 2009) stated that there are two main effects of the amount 

of shares held by certain parties. First, by increasing the cash flow rights of the largest shareholders in a 

company, it will positively impact the quality of the implementation of corporate governance is getting 
better, and then the market will appreciate, so it will increase the value of the company and 

subsequently have a positive impact on the value of their shares have (the largest shareholder). The 

second view, with the concentration of ownership of the company, the shareholders and the company 
will increasingly dominate the decision-making influence (negative impact). The results can be 

explained on the grounds that the concentrated ownership in a company of more than 50 percent 

majority owned by an individual or individuals who are usually the company is a family company or 

family business (family business). According Anggraeni et. al (2010) concentrated ownership will 
encourage the abuse of power by the majority at the expense of the minority. This is why companies 

that concentrated ownership can reduce the value of the company. Family holdings will lead to higher 

levels of collectivism in a country too high then the quality is not earnings, it is due to the low quality 
of earnings caused by the behavior of families who seek privacy benefit through the ability to control 

higher in the presence of such actions would reduce value of a company. This suggests that the 

hypothesis is rejected that is the negative influence of concentrated ownership on firm value. 
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CONCLUSIONS AND RECOMMENDATIONS: 

CONCLUSION: 

Based on the analysis of the results of research that has been conducted on the effect of ownership 

structure on firm value, it can be concluded that: 

1. The result showed that the managerial stock ownership in the company and no significant negative 
effect on firm value. The greater the share ownership by management it will lower the value of the 

company. 

2. The result showed that institutional ownership and a significant positive effect on firm value 

(PBV). Institutional ownership is a reliable mechanism to motivate managers to improve their 
performance and than it can increase the value of the company. 

3. The result showed that foreign ownership significantly and negatively related to firm value (PBV). 

Foreign ownership has significant effect on firm value. 
4. The result showed that the concentrated ownership and no significant negative effect on firm value. 

Majority shareholder and the company will increasingly dominate the decision-making influence 

(negative impact). 

 

LIMITATIONS OF RESEARCH: 

This research has limitations as follows. 

1. This study only observed on one of the indicators of corporate governance mechanisms, resulting in 

only limited conclusions regarding the effect of ownership structure to firm value. 
2. The research was limited to companies listed on the stock exchanges of Indonesia and the 

observation period for 3 years ie in the year 2009 to 2011. 

 

IMPLICATION: 

1. To increase the value of the company can be done with the use of debt adjustment and alignment to 
corporate goals such as increasing the proportion of managerial ownership so there is no conflict 

between the insider and the investor. 

2. Researchers should further add variables that affect the value of the company other than the 
ownership structure for example, dividend policy, leverage, firm characteristics, and others. 

3. Subsequent researchers should use the observation period of more than three years old and used to 

expand the sample by adding another industry in Indonesia Stock Exchange. 
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