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PREFACE

Praises be to Allah for His mercy and grace, so that the writer could
successfully complete the undergraduate thesis entitled “The Effect of Corporate
Govemance Perception Index and Corporate Social Responsibility on Firm Value
with Good Corporate Governance Mechanism as Moderating Vanable on
Participant Companies of CGPI 2009-2012”. This undergraduate thesis 1is
submitted to fulfill one of the requirements to achieve Economic Bachelor Degree
in Sriwijaya University. This undergraduate thesis examines the effect of
corporate governance perception index and corporate social responsibility on firm
value with institutional ownership, managerial ownership, chief commissioner’s
education background and audit committee quality.

This undergraduate thesis divided into six chapters; therefore, it would be
easier for readers to understand the whole information. The first chapter discussed
about the background, problem, objective, and benefits of research. In the second
chapter, all related theories, literature reviews, previous researches, theoretical
framework, and hypotheses that were used as basis for evaluating research
problem in this study are described. In the third chapter, the readers will find the
methodology used in this research. In fourth chapter, data of companies and
variables are described. The fifth chapter consists of the results of data analysis

_relating to the object of research. The last chapter concludes everything from the
whole research and provided recommendation as inputs for further researcher.

The wiiter is well aware that in writing this undergraduate thesis is far
from perfect in terms of both technical and scientific, that is all of the capabilities
and-limitations resulting from researcher’s knowledge. Therefore; the-writer really
allows all readers to give their suggestion which can improve its content in order
to'be made as one of the good examples for the further undergraduate thesis.

Writer,

Masayu Silvia
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ABSTRAK

THE EFFECT OF CORPORATE GOVERNANCE PERCEPTION INDEX AND
CORPORATE SOCIAL RESPONSIBILITY ON FIRM VALUE WITH GOOD
CORPORATE GOVERNANCE MECHANISM AS MODERATING
VARIABLE ON PARTICIPANT COMPANIES OF CGPI
2009-2012

Composed By
‘Masayu Silvia Fitrianti
Mukhtaruddin, S.E, M.Si, Ak, CA
Hasni Yusrianti, S.E, M. AAC. Ak

Penelitian ini bertuuan untuk mengetahui bagaimana pengaruh Corporate
Governance Perception Index (CGPI) dan pertanggungjawaban sosial (CSR) terhadap
nilai perusahaan dengan mekanisme tata kelola peruschaan sebagai variabel moderasi
di perusahaan peserta CGPI 2009-2012. Variabel independen pada penelitian ini adalah
CGPI dan CSR. VYariabel dependen adalah nilai perusahan. Sedangkan variable
moderasi pada penelitian ini adalah kepemilikan institusicnal, kepemilikan manajerial,
latar telakang pendidikan ketua komisioner, dan kualitas komite audit.

Data yang digunakan adalah data sekunder dari Bursa Efek Indonesia seperti
laporan tahunan perusahaan peserta CGPI tahun yang terdafiar tahun 2009-2012.
Sampel diselekesi dengan metode purposive sampling. Dari 30 perusahaan peserta
CGPI, ada 12 perusahaan yang memenuhi kriteria yang telah ditentukan. Metode
pengumpulan data yang digunakan adalah metode dokumentasi dan studi pusiaka. Di
dalam menganalisis data, metode analisis data yang digunakan pada penelitian ini
adalah regresi berganda.

Hasil dari analisis menunjukkan bakwa CGPI berpengaruh positif dan tidak
sigrifikon terhadap nilai perusanaan. CSR berpengaruh positif dan signifikan terhadap
nilai perusahaan. Kepemilikan institusional dan kualitas komite audit dapat memoderasi
hubungan CGPI dan nilai perusahaan. Sedangkan, kepemilikan manajerial dan latar
belakang pendidikan ketua komisioner tidak dapat memoderasi hubungan CGPI dan nilai
perusahaan. Penelitian ini terbatas dengan CGPI dan CSR tanpa melibatkan Jaktor
Jfinansial perusahaan. CSR dan kualitas komite audit menggunakan contet analysis
sehingga subjektif. Tahun penelitian ini hanya mencakup 4 tahun sedangkan CGPI
membutuhkan waktu yang lama untik direspon oleh stakeholders.

Keyword: Corporate Governance Perception Index, Pertanggungjawaban Sosial,
Kepemilikan Institutional, Kepemilikan Manajerial, Latar Belakang
Pendidikan Ketua Komisioner, Kualitas Komite Audit, Nilai Perusahaan.
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NIP.196712101994021001 NIP. 197212152003122001

Mengetahui,




ABSTRACT

THE EFFECT OF CORPORATE GOVERNANCE PERCEPTION INDEX AND
CORPORATE SOCJAL RESPONSIBILITY ON FIRM VALUE WITH GOOD
CORPORATE GOVERNANCE MECHANISM AS MODERATING
VARIABLE ON PARTICIPANT COMPANIES OF CGPI
2009-2012

Masayu Silvia Fitrianti
Mukhtaruddin, S.E, M.Si, Ak, CA
Hasni Yusrianti, S.E, M. AAC. Ak

This study aims to investigate how the Corporate Govemance Perception Index
(CGPI) and social responsibility (CSR) affect firm value with corporate governance
mechanisms as moderating variable on participants companies of CGPI 2009-2012. The
independent variables of this research are CGPI and CSR, dependent variable is firm
value, while the moderating variables are institutional ownership, managerial ownership,
chief commissioner’s education background, and audit commitice qualily.

Data used in this research is secondary data from Indoncsia Stock Exchange i.e.
annual report of participant companies of CGPI 2009-2012. The samples are selected by
purposive sampling method. From 30 participant companies of CGPI, there were 12
companies that meet the specified criteria. Method of collecting data is documentation
and library studies method. In analyzing the data, mcthod of data analysis used in this
study is multiple regression analysis.

The results of analysis shows CGPI positively and insignificantly affects on firm
value. CSR positively and significantly affects on the firm value. Institutional ownership
and quality of audit committee can moderate the relatdonship of CGPI and firm value.
Meanwhile, managerial ownership and educational background of chief commissioner
can not moderate the relationship CGPI and firm value. The independent variabies are
limited to CGPI and CSR without involving financial factors that may affect. Assessment
of CSR and quality of audit committec is subjective because the analysis is done using
content analysis. This analysis also covered only 4 year research while CGPI takes time
to be respended by stakeholders.

Keywords: Corporate Governance Perception Index, Social Responsibility, Institutional
Ownership, Managerial Ownership, Background Education Commissioner
General, Audit Committee Quality, Value Enterprise
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CHAPTER 1

PREFACE

1.1.Background

Establishment of a company has a clear purpose. There are a few things to
vent about the purpose of establishing a company. The first goal of the
company is to achieve maximum profitability or profit maximization. The
second purpose of the company is to prosper the company owners or
shareholders {siockholders). While the company's third goal is to maxircize the
firm value reflected in its stock price. The third goal pf the company is actually
not much different substantially. It's just that the emphasis is to be achieved by

each company differ from each other (Martono and Harjito, 2003).

In general, the financial factor is the key that will affect the firm value.
Financial facters talked about how companies raise funds, cbtain funds and
allocate those -funds to -be effictent in its use. ‘But today, in assessing the
performance of a company is not only judging. from financial factors only, but
-also- the non-financial factors that also have very significant influence on the
performance of companies that have an impact on firm value in the perspective

of investors.

Corporate social responsibility and gcod corporate governance are non-
financial factors that now need to be considered by the company. Daniri (2009)
stated that ine implementation of corporate sociai responsibility in Indonesia is

highly depend on the corporate top management, which means policy of



corporate social responsibility is not always guaranteed in line with the vision
and mission of the corporation . If the leadership of the company have a high
moral sense, it is probable that the corporation operates a policy of corporate
social responsibility are true. Conversely, if the boss is only centered
orientation to the satisfaction of the interests of shareholders ( high
productivity, huge profits, high stock value) as well as personal achievement,
may be the policy of corporate social responsibility merely cosmetic. Danini
(2009) states that the company understanding of the concept of corporate social
responsibility is a diverse one due to the lack of existing literature. Until now,
the understanding of corporate social responsibility is still not evenly
distributed. Many companies make charity as a form of their corporate social
responsibility. Though corporate social responsibility should be a strategic

policy with long-term goals and implemented on an ongoing basis.

‘Simon ‘and Lindgren (2009) suggests that corporate social respunsibility
produce something positive for everyone involved, if executed with judgent.
‘Corporate social responsibility has created a greater awareness in‘Indonesia on
environmental issues and social issues. Businesses can connect with the local
environment and-gained a good reputation and legitimacy to run their business.
Through the company's corporate social responsivility, company gained
security and become more attractive as a company, and in the world market.
What may be regarded as a negative effect is the law that requires companies to
undertake corporate sociai responsibility. As a result, some compantes conduct

corporate social responsibility by giving charity and reckless activities that



create an unhealthy business environment and local communities become
dependent on the company. As usual there is no clear definition of the concept
of corporate social responsibility, misrepresentation and misunderstanding can
easily arise. Therefore, some local communities are expecting the company to

improve their living standards, as it is considered as an obligation of the
companies.

Corporate social responsibility in Indonesia has become anobligation as
expressly stated in the UU of the Republic of Indonesia No. 40 year 2007 on
limited company obligation mentioned that the company which is doing
business in the field and / or conc.amed with natural resources required to carry
out soctal and environmental responsibility (Article 74, paragraph 1). Another
rule that says corporate social responsibility is the Law of the Republic of
Indonesia Number 25 Year 2007 on Investment. Section 15 (b) states that

"Every investor is obliged to carry out corporate social responsibility".

Nowadays more and more companies do not like the approach of charity
such as the provision of assistance to loc.al organizations and impoverished |
communities in developing countries, because it is not able to increase the
capacity of local communities or empowerment. Community development
approach applied since then more and more closer to the concept of
empowerment and sustainable development. The principles of good corporate
governance, such as fairness, transparency, accountability, and responsibility
then became the foundation for measuring the success of corporate social

responsibility program.



Disclosure and practices of corporate social responsibility is a logical
consequence of the implementation of the concept of good corporate
governance, the principle, among others, states that the company needs to
consider the interests of their stakeholders, in accordance with existing rules
and establish active cooperation with stakeholders for the sake of long-term
survival of the company and mechanisms of good corporate governance in the
company can be used as the supporting infrastructure and disclosure practices
of corporate social responsibility in Indonesia. The corporate governance

mechanisms will be able to reduce asymmetry information.

The c.oncept of good ccxporate. governance background by the separation
between ownership issues with the management within the company, which is
subsequently modeled by agency theory. In the corporate governance
mechanism, the separation between ownership and control of the company is a

very important effort to achieve good corporate governance.

Riyanto and Toolkema (2007) whick examrines the corporate social
responsibility within the framework of good corporate governance ill@ma
how social responsibility and the threat of shareholder pressure by activists
stress levels affect directors and shareholders. It was given that corporate social
responsibility can allow shareholders committed to reduce the effort of
supervision and may cause managers to work and try to improve profits as high

therefore it can help solve the agency problem.



The Company will disclose the information if such information can
enhance shareholder value. The Company may use the information of
corporate social responsibility as a company's competitive advantage.
Companies that have environmental and social performance will be responded
positively by investors through the increased share price. If the company has
bad environmental and social performance, it would appear that doubts of

investors to respondnegatively by the stock price declines (Almilia and

Wijayanto, 2007).

Financial ratios are used by investors to determine the market value of the
company. The ratio r:nay provide an indication for the management of the
investors' assessment of the performance of the company in the past and the
future prospects. Tebin's Q ratio assessed can provide the best information to
know the firm value, as in Tobin's Q include all the elements of debt and equity
shares of the company, not only crdinary shares and not only equity but the

entire assets of the company.

Harjotoand Jo research réults (2007) found that the disélosure of
corporate social responsibility has a positive effect on firm value. Dahlia and
Siregar (2009) found that corporate social responsibility activity proved to have
a significant effect on the financial performance but had no effect on the
market performance of the company. However, contrary to the above results of
research and Buchloz Alexander (1978) found no effect between social
disclosures with stock prices. Iv addition, the results of research Islahuddinand

Nurlela (2009) also did not find any influence of corporate social responsibility



to corporate value. Rustiarini (2010) revealed that corporate social

responsibility and good corporate govemnance has a positive effect on firm
value.

According Nurkhin (2009) companies that have this level of profitability is
proxied by a high ROE will reveal information that corporate social
responsibility has been done. This may be due to the perception or assumption
that the activity of corporate social responsibility is not an activity that is
harmful and not beneficial t6 the survival of the company. Activities of

corporate social responsibility are a long-term strategic move that will have a

positive effect for the company.

As stated by Alexander and Bucholdz (1978) in Belkaow and Karpik
(1989) that management which is aware of and pay attention to social issues
will also submit the necessary capabilities to drive financial performance

(Sembiring, 2003).

In Indonesia, the issues related to corporate govemancz were already
widely discussed in the business world, so many sources cf corporate
governance began to study at the company then developed by the research
institute of corporate governance, and one of the information associated with
current corporate governance that can be used is corporate governance
perception index (CGPI). CGPI index is the result of a research institute
drganize_d by The Indonesian Institute for Corporate Governance (IICG) in

collaboration with SWA magazine, where CGPI has been made since 2001.



Corporate governance perception index ranking aims to make the best index of
every company that has implemented corporate governance. At this time have
started many companies that participate in the CGPI such as banking, public
companies, State Owned Enterprises (SOEs), provincial enterprises
(enterprises). Given the corporate governance perception index expected
benefits for management and investors. Such as for the management CGPI
useful as an evaluation of the level of corporate governance that have been
implemented in the company. As for investors CGPI be useful to know that
corporate governance has been applied. Good corporate governance would
bring contention for investors that the management company has been

managing well so as to improve the expected firm vaiue that will also make

increasing the value of shares

In the current development of corporate governance perception index
vaiue is information that can be used by investors as a material consideration
and the valuation of the stock therefore it can trigger the movement of the
company's stock value. With reference to the CGPI, the shareholders expect the
improving corporate governance will make the better performance of the
company which is expected to provide an increase in the firm value which is

reflected in the increase in the company's stock market value.

Some of recent studies have used a broader measure of corporate
governance through a composite corporate governance rating, including
Gompers et al. (2003) for the U.S., Klapper and Love (2004) for fourteen

emerging markets, Dumev and Kim (2002) for twenty seven countries, Bauer



et al. (2003) for the EMU and the U.K.. These studies generally find a positive
relationship between governance standards and firm value. But Luo (2004)
tried to find another variables that could influence the relationship between
corporate governance scorecard and firm value. One of the variables
researched is corporate govemance mechanism. Luo wused insider
shareholdings, blockholdings, institutional shareholdings and leverage status to
proxy the corporate governance mechanism and examined the firms listed in
Index Constituent Rankings FTSE 100 and Index Constituent Rankings FTSE
250 from FTSE European Monthly Review. The result shows that corporate

governance mechanism moderates the relationship of corporate governance

scorecard and firm value.

In Indcnesia, the corporate governance scorecard used is CGPI (Corporate
Governance Perception Index). The writer is interested to examine the
influence of good corporate govermance mechanism to the relationship of
corporate governance scorecard and firm value of the company listed in CGPI

to see how it results in Indonesia.

Corporate social responsibility is linked closely to good corporate
governance. Like two sides of a coin, both have a strong foothold in the
business world but related to each other. Oriented corporate social
responsibility to the stakeholders is in line with one of the principles of the four
main principles of good corporate governance is responsibility. Disclosure to
* the social aspects, ethical, environmental and sustainability now become a way

for companies to communicate the form of accountability to stakeholders.



Sustainability reporting as recommended by the Global Reporting Initiative
focused on three aspects of performance, namely economic, environmental and
social, These three aspects are known as the Triple Bottom Line. This form of
reporting is expecied to have a positive relationship between corporate social

responsibility, corporate governance and the firm value.

Disclosure of corporate social responsibility and good corporate governance
disclosures in Indonesia is no longer a voluntary disclosure, but has become an
obligation because it had legal basis those areUU No. 25 year 2007 and UU No
40 Year 2007 . However, existing laws have not been accompanied by a basic
s;andard. for all companies in Indonesia because of that it is often the
misinterpretation of the implementation of corporate social responsibility.
Good corporate govermance disclosure level companies in Indonesia are still
low and there are large differences in previous researches.inspired by those
facts and circumstances, writer is interested in conducting a research entitling
The effect of Corporate Governance Perception Index and Corporate
Social Responsibility on Firm value with Good Corporate Governance
Mechanism as Moderating Variable on Participant Companies of CGPI

2009-2012



1.2.Problem Statement

Based on the background above, the problem statements are as follows:

1.

How does Corporate Governance Perception Index affect the firm value of
participant companies of CGPI 2009-20127

How does Good Corporate Govermnance moderate the relationship of
Corporate Governance Perception Index on firm value of participant
companies of CGPI 2009-2012?

How does Corporate Social Responsibility affect the firm value of

participant companies of CGPI 2009-2012?

1.3.Research Objectives

Based on the problem formulation described above, this study has the

following objectives:

1. To investigate the effect of Corporate Govemance Perception Index on the

firm value of participant companies of CGPI 2009-2012

To investigate the effect of Good Corporate Govemance on the relationship
of Good Corporate Percetion Index on firm value of participant companies
of CGPI 2009-2012

To investigate the effect of Corporate Governance Perception Index on the

firm value of participant companies of CGPI 2009-2012

10



1.4.Research Benefits

The research is expected to provide benefits to various parties as follows:

Regulator

Regulators are expected to impose regulations to require CGPI program
to companies listed on the Indonesia Stock Exchange and state-owned
companies. Regulators are also expected to require all companies to

implement Gecod Corporate Govemance and Corporate Social

Responsibility.

. Investors and Creditors

Investors and creditors are expected to consider the track record of the
application of Good Corporate Govemance and Corporate Social

Responsibility for their investment decisions.

. Academics and practitioners

Academics and practitioners are expected to develop the concept and
implementation measures of the company's Good Corporate Governance

and Corporate Social Responsihility.
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