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  CHAPTER I 

INTRODUCTION 

1.1  Background 

The limitations of agency theory in solving the agency problem raise the 

concept of corporate governance which can be seen as the continuation of the 

agency theory (Ariyoto, 2000 in Darmawati, 2006). Corporate governance is a 

way to provide confidence for the supplier firm funds to obtain return on their 

investment (Shleifer & Vishny, 1997). According to Cadbury (1992), corporate 

governance is a system for directing and controlling a firm. The implementation 

of good corporate governance is further called as Good Corporate Governance. 

Over the last ten years, the popularity of the term Good Corporate 

Governance is undeniable. The GCG is not only popular but also is placed in the 

top rank due to the following reasons. First, good corporate governance is one of 

the keys for developing a long-term successful & profitable firm as well as for 

gaining success in global business competition. Second, the rise of economic 

crisis in Asia and Latin America has been believed due to the failure of the 

implementation of good corporate governance (Daniri, 2005 in Kaihatu, 2006). 

Moreover, research on Asian financial crisis of 1997-1998 found that weak legal 

institutions for corporate governance can exacerbate the decline of the stock 

market in the financial crisis of 1997 (Mitton, 2002). In this study, Mitton (2002) 

found that companies with good corporate governance have better market 

performance during the Asian financial crisis.  

Researches on corporate governance suggest that investors have a 

preference for avoiding companies with poor corporate governance (McKinsey 
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and Co., 2002). Corporate governance has an influence on the operating 

performance of the firm (Darmawati, 2005) and stock returns (Suranta and 

Machfoedz, 2003) and is related to the value of the firm (Klapper and Love, 

2004). In addition, due to the delegation of authority to its management, good 

corporate governance implementation is favorable to reduce agency cost; i.e. the 

cost to the shareholders, to lower the cost of capital as a result of healthy and 

responsible management of the firm, to increase share value, to support firm's 

stakeholders (license to operate) (CGPI, 2008). 

The presence of good corporate governance crisis recovery in Indonesia 

becomes absolute necessity provided by the good corporate governance requiring 

a good management within an organization. Good corporate governance is a 

system that is able to provide protection and security to the rights of stakeholders, 

including the shareholders, lenders, employees, executives, government, 

customers and other stakeholders. Naim (2000 in Purwanti, 2013) mentions the 

importance of shareholders' rights to obtain accurate information and in precise 

time as one of the main elements of good corporate governance. The other main 

elements are the firm's obligation to encourage disclosure regarding all matters 

related to corporate performance, ownership and stakeholders (YPPMI & Sinergy 

Communications, 2002 in Hastuti, 2005). As the evidence in 2007 Asian 

Corporate Governance Association and CLSA Asia-Pacific Markets put Indonesia 

on the eleventh ranking (bottom) related to implementation of corporate 

governance in Asia. Djalil (2000, in Hikmah et al., 2011) cites the results of 

research conducted by the Political and Economic Risk Consultancy (PERC) in 

1999 in which the transparency of the business environment index indicates that 
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the business environment in Indonesia is relatively transparent. The growing issue 

of transparency in corporate governance will encourage an increase in regard to 

the issue of disclosure of corporate governance aspects of an enterprise for the 

interested parties such as investors, government, and standard setters.  

Corporate governance issues in Indonesia rose with some recent scandal. 

One of latest issues happened in 2012 toward BUMI Plc. which owned 25% 

BUMI resources and 75% Berau Coal Energy. BUMI Plc. has been founded by 

financier Nat Rothschild and Bakrie Company, whose shares are listed in London 

Stock Exchange. In 2012, BUMI Plc. got reports of serious financial irregularities 

in the Indonesian operations on the basis of claims made by a whistleblower. The 

major Bumi shareholders were alleged to have siphoned off more than $1bn of 

assets into other Bakrie family-controlled companies by means of related party 

transactions. This caused Bumi’s share to fall down to 60% below the IPO price 

and were suspended from trading in April 2013, following problems in finalizing 

the 2012 accounts. Bumi subsequently reported a pre-tax loss for the year of 

$2.4bn. (Christopher Thompson and Ben Bland, “Bumi reveals tally for missing 

payments stands at $201m”, Financial Times, 31 May 2013). Bumi resources was 

convicted bankrupt because of the debt that had to be paid and the lack of 

corporate governance implementation.  

Meanwhile Corporate Governance Perception Index (CGPI) refers to a 

ranking of research and implementation of Good Corporate Governance (GCG) 

toward companies in Indonesia. In this case, the GCG is assessed by using a 

research design that encourages companies to improve the quality of the 

application of the Corporate Governance (CG) concepts through its sustainable 
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improvement to carry out the evaluation and comparative studies (benchmarking).  

Research programs and the ranking of CGPI held since 2001 is an attempt for the 

Indonesian Institute for Corporate Governance (IICG) to participate and to 

contribute in promoting good corporate governance practices in Indonesia in order 

to create ethical, healthy, dignified and sustainable business world. 

The companies included in the Corporate Governance Perception Index 

(CGPI) are companies that have the best quality of corporate governance in 

Indonesia. The existence of such companies would be an appealing attraction for 

investors and creditors since the quality of the implementation of GCG has shown 

the increase of the firm's progress through an ever-increasing performance and the 

reliability of the firm. Moreover, the implementation of GCG is getting better to 

remove any suspicion from others as stated in agency theory. In addition, the 

GCG is able to guarantee the company in a sustainable (preserved) state from an 

unhealthy business climate (Swa Sembada, 2009:89-104 in Setyaningrum, 2013). 

On the other hand, the companies included in the top ten ranks of the Corporate 

Governance Perception Index (CGPI) are companies that have the best quality of 

corporate governance disclosure in Indonesia  consisted of 11 CGPI aspects; they 

are, commitment, transparency, accountability, responsibility, independence, 

fairness, competence, leadership, strategy, ethics and knowledge management. 

The result of CGPI describes the quality of the implementation of good corporate 

governance in CGPI participating companies based on the utilization of 

knowledge and classification of ranked categories which are very reliable, 

trustworthy, and fairly reliable. 
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There are several studies related to the implementation of the quality of 

good corporate governance, firm size, leverage, investment opportunities and 

concentration of ownership by using some of the variables of measurement for 

assessing a firm. The researchers are: Hormati (2009) revealed that firm size 

affects the quality of corporate governance and Darmawati (2006) who discovers 

the similar findings that the variable of firm size has an influence on the quality of 

corporate governance. These findings are also supported by the research findings 

of Ulum (2007) which reveals that the firm size positively had significant 

influences on the quality of the implementation of good corporate governance. 

However, Klapper and Love (2004) reveals that the firm size is ambiguous as 

large firms may have greater agency problems. 

In term of the leverage of the firm, a study conducted by Durnev and Kim 

(2003) shows that leverage has positive influence on the quality of the 

implementation of good corporate governance. On the other hand, Black, et al. 

(2006) and Gillian, et al. (2003) found different results studies. They mention that 

leverage variable negatively affect the quality of corporate governance. This result 

of study is also similar to the study conducted by Amar and Boujenoui (2007, in 

Sulyanti, 2011). They state that variable leverage effect negatively towards 

qualities of good corporate governance. However, different finding found by 

Darmawati (2006) shows that the leverage variable does not affect the quality of 

corporate governance. Ulum (2009) and Hormati (2009) also affirm that the 

leverage has no influence on the quality of corporate governance.  

Durnev and Kim (2003 in Hormati 2009) state that the investment 

opportunity has a positive effect on the quality of corporate governance. In the 
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other hand, Darmawati (2006) states that the investment opportunity statistics 

does not affect the quality of corporate governance. This is reinforced by the 

findings of the study conducted by Ulum (2007) and Hormati (2009) revealing 

that investment opportunities do not affect the implementation of good corporate 

governance.  

Darmawati (2009) states the concentration of ownership variable 

statistically affects the quality of corporate governance. This study differs from 

the research findings of Hormati (2009) which reveals that the concentration of 

ownership variable does not affect the quality of corporate governance. It is 

strengthened by the study carried out by Ulum (2007), and the analysis conducted 

by Barruci and Fallini (2005) that firms having large controlling shareholders, 

financial holdings, and owned by the pyramid group (coalition shareholders) has a 

low quality of corporate governance. 

From above description, it can be seen that some of the previous studies 

have not yet obtained accurate and consistent evidence dealing with the effect of 

variable comprising leverage, firm size, and the concentration of ownership to the 

implementation corporate governance. The purpose of this study is to identify the 

most influencing variable over the entire variable mentioned towards the quality 

of corporate governance implementation. Another purpose of this study is to give 

investors about the prediction of the quality of corporate governance reflected in 

financial information. In addition, investor can also have some consideration 

about how these influenced factors can predict how good the implementation of 

corporate governance based on influenced ranked factors is. Then, this study uses 

multiple regressions with stepwise method to find out the most influencing 
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variable. On the other hand, there are several other variables that have not been 

tested further. 

Nurdiana (2012) shows that profitability variable positively influences to 

good corporate governance. Meanwhile, Black et al. (2006) show that long-term 

profitability is worse governed and in short-term profitability has no influence on 

the corporate governance. Furthermore, the quality of the external auditor has 

influence on the corporate governance as examined by Hormati (2009) which is 

further confirmed by the research findings of Mayangsari (2003). Investment 

opportunities in study conducted by Hormati (2009) have influence on the 

corporate governance implementation, in contrast with studies conducted by 

Durnev & Kim (2003). In addition regulatory factors have influence as it is 

empirically tested by Darmawati (2002) which is afterwards supported by Black 

(2006). Moreover the influences of Independent board of commissioners 

(Takalamingan, 2013) towards the implementation of corporate governance are 

supported by Rifai (2009). From all the mentioned variables, this study will 

combine all of the variables which are already used in some previous studies. 

Next from some combined variables, this study will determine the most 

influencing factor. Hereinafter, this study is entitled: 

"DETERMINANTS OF CORPORATE GOVERNANCE 

IMPLEMENTATION QUALITY IN INDONESIA"  

(A Case Study on Firms Rated by the Indonesian Institute for Corporate 

Governance) 
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1.2  Research Problem 

The formulated research problem of this study is whether firm size, 

leverage, ownership concentration, profitability, investment opportunities, 

regulation, quality of external auditor, and the proportion of independent 

commissioners affect the quality of corporate governance implementation. 

1.3  Research Objectives  

The purpose of this study is to provide empirical evidence of the 

influences of firm size, leverage, ownership concentration, profitability, 

investment opportunities, and quality of external auditor, regulation, and 

proportion of independent commissioners on the quality of corporate governance 

implementation.  

1.4  Significance of the Study  

The expected significances of this study are:  

1. For the development of science, this research provides empirical evidence that 

there are certain factors affecting the quality of corporate governance rated by 

IICG. Thus there will be continuous development toward corporate governance 

implementation. 

2. For firms, this study provides information about how certain factors affect the 

quality of good corporate governance in accordance with the Corporate 

Governance Perception Index. As a result, the firms can improve some aspects 

to increase the quality of corporate governance implementation. 

3. For the Indonesian Institute for Corporate Governance, this study gives some 

contributions for further development of IICG assessment. Further 
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consideration on additional factors will be initiated to be utilized for further 

assessment. 

4. For investors, this study provides some consideration for investing in qualified 

companies implementing good corporate governance. Investors will be able to 

identify certain factors in firm that can affect the quality of corporate 

governance implementation. In addition, investors will be able to determine 

whether the firm has a good corporate governance implementation or not. 
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CHAPTER II  

LITERATURE REVIEW 

This chapter discusses the various theories and related literatures to the 

issues in this study. The theory is used as development of the research hypotheses. 

Previous studies related to corporate governance implementation are also 

explained in this chapter as the development of research framework. 

2.1.  Agency Theory  

The principles of agency theory particularly related to the perspective of 

agency relationship, serve as the basis for understanding corporate governance. 

An agency relationship is a contract between the managers (agent) with the 

investors (principal) (Jensen and Meckling, 1976). Conflicts of interest between 

the owner and the agent happen because agents do not always act in accordance 

with the interests of the principal, thus triggering the agency cost (agency cost). 

The assumptions are: (1) human general, are self-serving (self-interest), (2) 

humans have limited thinking about the future perception (bounded rationality), 

and (3) humans always avoid risk (risk averse) (Eisenhardt, 1989).  

A manager has more knowledge on the internal information and prospects 

of the firm in the future than the owners (shareholders). The manager has a duty to 

give signal about the state of the firm to the owner. The signal concerning with the 

condition of the firm is given through the disclosure of accounting information 

such as financial statements. The financial statements are important for the users 

of external information primarily because these groups are in the greatest state of 

uncertainty. Imbalanced information will lead to the emergence of a condition 

known as asymmetric information. Hence, this situation will provide an 

opportunity for the manager to manage the earnings (earnings management) in 
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order to mislead shareholders about the firm's economic performance (Haris in 

Isnanta, 2008).  

Another type of agency problem is called agency problem II which major 

shareholder may act in several ways that he/she will obtain substantial benefits 

exploiting his advantage position (brought by owning the majority of the shares) 

(Madaschi, 2010). This agency problem is raised when there is a concentrated 

owner who tries to control the firm to act on behalf of the other shareholders. In 

addition, the right of majority shareholder can be used to take over the rights of 

minority shareholders in terms of redistribution assets. Furthermore, Fama & 

Jensen (1983) also state that higher decisional power given by majority 

shareholders may lead to an entrenchment situation, an ending in undertaking 

actions and aiming to expropriate wealth from the rest of the minority 

shareholders 

Corporate governance is a concept that is based on agency theory expected 

to serve as a tool to provide confidence to investors that they would receive a 

return on the funds they have invested. Corporate governance is closely related to 

how investors are confident that the manager will be useful. Then investors will 

feel that the manager will not steal, embezzle or invest in projects related to 

unfavorable capital funds that have been invested. In addition there is a concern 

on how to control the managers (Ujiyantho and Pramuka, 2007). In other words, 

corporate governance is expected to have a role for suppressing or lowering the 

cost of agency (agency cost).  

2.2.  Corporate Governance  

Sutedi (2011) defined that corporate governance is a process and a 

structure used inside the firms (shareholders, stakeholders, directors, board of 
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commissioners) to improve business goal and firm accountability. Corporate 

governance also provides value for long term-shareholders without ignoring other 

stakeholders’ interest. (Indra Surya and Ivan Yustiavandana in Mintara, 2008:12) 

defined corporate governance as a set pattern of corporate behavior measured 

through the performance, growth, financial structures and treatments for 

shareholders as well as stakeholders. Corporate governance is also likely to be a 

normative framework, i.e. all legal provisions which are derived from the legal 

system, the judicial system, financial markets, and so forth that affects the 

behavior of the firm.  

According to the Indonesian Institute of Corporate Governance (IICG), 

GCG is defined as the structure, systems, and processes used by the organs of the 

firm in an effort to add value to the firm's sustainability in the long term by taking 

into account the interests of other stakeholders based on laws and norms (IICG, 

2009). Corporate governance in addition requires the device structure to achieve 

the above objectives and to monitor performance.  

Cadbury (1992) in his report stated that good corporate governance is 

aimed to directing and controlling firm in balancing the power and authority of 

the company. According to the National Committee on Governance (NCG), good 

corporate governance is one of the pillars of the market economic system. 

Corporate governance is closely related to the confidence of both companies that 

implement them and on the business climate in a country. The implementation of 

GCG encourages healthy competition and a conduciveness business climate 

(NCG in Wardani, 2008). Therefore, the implementation of GCG for companies 

in Indonesia is very important to support the growth and sustainable economic 

stability.  
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2.3.  Principles of Corporate Governance  

The main principle of GCG is as an indicator, as designed by the 

Indonesian Institute of Corporate Governance (IICG, 2009) and the Organization 

for Economic Cooperation and Development (OECD, 2004), namely:  

a. Fairness   

Fairness is the principle of equal treatment for all shareholders. Fairness is 

defined as the equal treatment for shareholders, especially the minority 

shareholders and foreign shareholders from fraud, and insider misbehavior. In this 

case, the firm should always consider the interests of shareholders and other 

stakeholders based on the principles of fairness and equality.  

b. Disclosure / Transparency 

Transparency is the accurate, timely and important disclosure of 

transparency of corporate performance, ownership, and stakeholders. To maintain 

objectivity in running the business, the firm must provide objective and relevant 

information and relevance in a way that it is easily accessed and understood by 

stakeholders. Companies must take the initiative to reveal not only the problem 

required by legislation, but also the decision-made by shareholders, creditors, and 

other stakeholders.  

c. Accountability  

Accountability emphasizes on the importance of creating an effective 

monitoring system based on the division of power between commissioners, 

directors, and shareholders that include monitoring, evaluation and control of the 

management to ensure that management acts are in accordance with the interests 
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of shareholders and other interested parties. Accountability is a necessary 

prerequisite for achieving sustainable performance.  

d. Responsibility  

Responsibility refers to the responsibility of the management board, 

supervisory management and accountability to the firm and its shareholders. This 

principle is realized after the awareness that responsibility is a logical 

consequence of the absence of authority, an awareness of the social responsibility, 

an avoidance toward abuse of authority, professionalism, and ethical upholding as 

well as a healthy business maintenance.  

e. Independency  

The presence of each part in firm which does not dominate the other and is 

not interfered by others is a form of independence within a firm. Independent is 

necessary to avoid any potential conflicts of interest that may arise among the 

majority shareholders. This mechanism requires a power range between the 

composition of the commissioner, the commissioner committee, and external 

parties such as auditors. Decisions are made and the process that happens should 

to be objective and not be influenced by the power of certain parties.  

The guidance of GCG which was created by the National Committee on 

Governance should be a code of conduct that can give a reference for businesses 

to implement GCG consistently. This is important to increase the trend of 

globalized business activities. Afterwards, the principles of corporate governance 

(fairness, transparency, accountability, responsibility, and independent) can be 

used for measuring a firm to perform better.  
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Application of the principles of GCG in an enterprise is one major 

consideration for a creditor in evaluating the potential of a firm to receive a credit 

loan. For companies that are located in developing countries, the implementation 

of aspects of corporate governance can concretely contribute for restoring the 

confidence of creditors against the performance of a firm which has been hit by 

the crisis, such as in Indonesia. In international world, the implementation of 

GCG is a major requirement in the loan agreement. Companies that have 

implemented the principles of GCG have great possibilities for obtaining loans for 

their business.  

Application of the principles of GCG is intended to generate effective and 

efficient enterprises’ performance through the harmonization of firm’s 

management. Applying the principles of GCG requires a full commitment and the 

role of the independent board directors and board of commissioners to run the 

activities of the firm to produce a good performance. The basic principles of GCG 

basically have the goal to provide the performance of a firm's progress. 

Concretely, the application of the principles of GCG has the following objectives 

(KKNG, 2006):  

a. Achieving sustainable growth of the firm through a system management 

based on the principles of transparency, accountability, responsibility, 

independence and equality and fairness.  

b. Encouraging empowerment and independence of the functions of each 

organ of the firm, the Board of Commissioners, Board of Directors, and 

the General Meeting of Shareholders.  

c. Encouraging shareholders, the Board of Commissioners, and the Board of 

Directors in order to create and execute actions based on the high moral 

values and compliance with laws and regulations.  



16 
 

d. Encouraging the awareness of corporate social responsibility towards 

society and environment, especially around the firm.  

e. Optimizing shareholders’ value by taking into account other stakeholders.  

f. Improving the competitiveness of companies both nationally and 

internationally, for boosting company’s confidence in market so that it can 

encourage investment and sustainable economic growth.  

2.4.  Quality of Corporate Governance Implementation  

Quality of corporate governance is an assessment of corporate governance 

which in turn strengthens the company’s predicate (consisting of the predicate 

"very reliable", "reliable", and "fairly reliable") related to how good corporate 

governance is implemented by a firm. Rating Corporate Governance Perception 

Index (CGPI) includes four different weight based on value, including the self-

assessment, the document completeness, papers, and observation. CGPI value is 

calculated by adding together the end of the compliance regulations, policies, 

guidelines, and best practices in the implementation of GCG in Indonesia and 

other countries. Overall, at least 40 documents are required for public companies 

and 36 documents for SOEs (IICG, 2006). The paper is assessed based on the 

design phase of papers that reflect on the program and the results of the 

implementation of GCG as a unitary system in CGPI participating companies. 

Themes and principles in the manufactures of paper are determined by IICG. The 

preparation of papers intended to help the firm to describe its efforts in 

implementing GCG at the time of observation (IICG, 2006).  

Assessment phase observation is direct observation of activities across the 

firm to ensure whether participants of CGPI have implemented GCG as a business 

management system in the firm. Implementation of observations in each firm of 

participant is at most performed once for one working day, which is divided into 
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two sessions, discussion forums, which is a forum for discussion session with the 

commissioners and directors, and another session of discussion forums with a 

functional management. Stages of observation have the greatest value by 

considering the direct review process to ensure that the data, information, and 

business processes that drive corporate enforcement of GCG (IICG, 2006). The 

rating level of assessment is as follow: 

Table 2.1 

The CGPI rating 

Implementation Quality 

Corporate Governance Criteria 

Rating Level 

CGPI Assessment 

Very Reliable 85.00 – 100 

Reliable 70.00 – 84.99 

Fairly Reliable 55.00 – 69.99 

(Source: Laporan hasil riset dan pemeringkatan corporate governance 

perception index 2010) 

2.5.  Previous Studies and Hypotheses Development 

 This section will explain the previous study related to the quality of 

corporate governance implementation. Mostly the previous study came from 

Indonesian research with some International literature. In this study, hypotheses 

development has been derived from these previous studies. 

 Taman (2011) did research to analyze determinant of implementation 

quality of corporate governance in companies listed in Indonesian Stock 

Exchange during period 2004-2008. This study concludes the determinants of 

implementation quality of corporate governance are ownership concentration, 
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investment opportunity set, and leverage with regression. Hormati (2009) show 

empirical evidence that ownership concentration, leverage, firms size, and quality 

of external auditor have influences on the quality of corporate governance 

implementation. Hormati used multiple regression on 53 companies ranged 2006-

2008 with purposive sampling. 

 Meanwhile, Darmawati (2006) also did research about determinants of 

corporate governance implementation quality of Indonesian public listed 

companies. Darmawati did research on 53 firm years for sample with multiple 

regression method. The research shows that firm size, ownership concentration, 

and regulation affect the quality of corporate governance implementation. 

Takalamingan (2013) showed that firm size affects the quality of corporate 

governance implementation with purposive sampling on 13 companies rated by 

CGPI ranged 2008-2010. The research uses firm size, leverage, investment 

opportunities, concentration of ownership, and the proportion of independent 

commissioners as independent variables. Sulyanti (2011) also gives empirical 

evidence that firm size, leverage, investment opportunities, and the concentration 

of ownership do affect the quality of implementation of good corporate 

governance. Sulyanti use 55 samples from population on firms listed in CGPI 

score ranged 2005-2009.  

 

 

 

 

 



19 
 

Table 2.2 

The Previous Research 

Researcher 
Independent 

Variables 

Dependent 

Variable 
Result 

Abdullah Taman 

(2011) 

Ownership 

Concentration 

CGPI (2004-

2008) 

Does not affect 

Investment 

Opportunity 
Does not affect 

Leverage 
Gives positive 

effect 

Asrudin Hormati 

(2009) 

Investment 

Opportunity 

CGPI (2006-

2008) 

Does not affect 

Ownership 

Concentration 
Does not affect 

Leverage Does not affect 

Firm Size 
Gives positive 

effect 

Quality of External 

Audit 

Gives positive 

effect 

Deni Darmawati 

(2006) 

Investment 

Opportunity 

CGPI (2003-

2004) 

Does not affect 

Ownership 

Concentration 

Gives positive 

effect 

Leverage Does not affect 

Firm Size 
Gives positive 

effect 

Regulatory Factor 
Gives negative 

effect 

Frenky Samuel 

Takalamingan (2013) 

Firm Size 

CGPI (2008-

2010) 

Gives positive 

effect 

Leverage Does not affect 

Investment 

Opportunity 
Does not affect 

Ownership 

Concentration 
Does not affect 

Proportion of 

Independent 

Commissioners 

Does not affect 

Nur Hidayati Sulyanti 

(2011) 

Firm Size 

CGPI (2005-

2009) 

Gives positive 

effect 

Leverage Does not affect 

Investment 

Opportunity 

Gives positive 

effect 

Ownership 

Concentration 

Gives positive 

effect 
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Nurdiana (2012) 

Leverage 

CGPI (2005-

2006) 

Does not affect 

Profitability 
Gives positive 

effect 

Firm Size Does not affect 

Bahrul Ulum (2008) 

Investment 

Opportunity 

CGPI (2005-

2006) 

Does not affect 

Ownership 

Concentration 
Does not affect 

Leverage Does not affect 

Quality of External 

Audit 
Gives affect 

Firm Size Gives affect 

Deni Suranti (2009) 

Investment 

Opportunity 

CGPI (2006-

2007) 

Gives positive 

effect 

Ownership 

Concentration 
Does not affect 

Leverage Does not affect 

Firm Profile 
Gives positive 

effect 

Firm Size 
Gives positive 

effect 

Regulatory Factor 
Gives positive 

effect 

Based on thestudies above, the hypotheses are developed as below. 

2.5.1. The Influence of Firm Size on the Quality of Corporate Governance 

Implementation  

Firm size is a scale or value at which the firm can be classified based on 

the size of total assets, the log size, the value of stocks and so forth. Large (size) 

can be expressed in the firm's total assets, sales and market capitalization. The 

greater the total assets, sales and market capitalization are, the greater the size of 

the firm is. These three variables are used to determine the size of the firm 

because it can represent how big the firm is. The greater the assets are the more 

the capital is invested and the more the sales will be. The more the velocity of 

money is, the greater the market capitalization and the firm is known by public 

(Virawati, 2009 in Sulyanti, 2011).  
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Klapper and Love (2004) argue large firms may have greater agency 

problems (because it is harder to monitor them or because of the "free cash flows" 

argument of Jensen (1986)). In addition, Durnev and Kim (2003) mention that 

large companies tend to attract attention and public scrutiny. Therefore, large 

firms need stricter governance mechanisms to compensate the agency problem. 

On other hand, small firms may have better growth opportunities and as implied 

on the argument above, greater need for external finance and better governance 

mechanisms (Klapper and Love, 2004).  

Firm size can be expressed in total assets, sales, and market capitalization. 

The variables can be used as represent how big the firm is. The greater the assets, 

the more the capital are invested. The greater the sales are, the more turnover and 

market capitalization will be gained. From these three variables, the value of the 

asset is relatively more stable than the market capitalization and sales in 

measuring the size of the firm (Sudarmadji and Sularto, 2007). Firm size is 

measured by using the natural log of sales (Klapper and Love, 2004). 

Based on the theories and previous studies, the first hypothesis of this 

study is as follow:  

H1 :  Size affects the quality of the firm's corporate governance 

implementation.  

2.5.2. The Influence of Leverage on the Quality of Corporate Governance 

Implementation 

Jong and Dijk (2002) state that leverage aggravates agency conflicts 

between bondholders and shareholders. This is because the shareholders are 

legally own shares while the bondholder are the firm’s creditor. Thus, the two 

parties have different relationships to the company, accompanied by different 
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rights and financial returns. In addition, the relative amount of debt raises the 

costs of agency problems with stakeholders (Jong and Dijk, 2002). Therefore, to 

mitigate the rise of agency problem, corporate governance is needed. 

Taman (2011) state that leverage in a firm will affect the implementation 

of corporate governance. However, the effect of leverage to corporate governance 

implementation is different. Taman (2011) find that leverage affects the corporate 

governance implementation. On other hand, Takalamingan (2013) state that the 

leverage does not affect the corporate governance implementation. 

According to Black et al. (2006), the influence of financial leverage on a 

firm’s comprising quality of corporate governance implementation can be viewed 

from two views; from a substitution story and an investor pressure story. The first 

view (a substitution story) is a firm that has high level of debt in the capital 

structure which tends to be the subject of scrutiny by creditors who are the more 

stringent subject. It is generally expressed in the debt contract made by the 

interested parties. Thus, companies are less concerned with the quality of 

corporate governance implementation because there has been scrutiny of external 

parties.  

The second view (an investor pressure story) is that creditors are very 

concerned with the corporate governance practices of debtors and have more 

power than the shareholders to force the firm to improve the quality of corporate 

governance implementation (if the firm funds its business with a high proportion 

of debt in the capital structure). Gillan et al. (2003) conducted a study to find out a 

negative relationship between leverage and the corporate governance 

implementation. On the other hand research conducted by Barucci and Falini 

failed to find an association between leverage and the quality of corporate 

governance implementation (Barucci and Falini in Darmawati, 2006).  



23 
 

Based on those literature and previous studies, the second hypothesis of 

this study is as follow:  

H2 :  Leverage affecting the quality of the firm's corporate governance 

implementation. 

2.5.3. The Influence of Ownership Concentration on the Quality of 

Corporate Governance Implementation 

 Takalamingan (2013) describe that the shareholding structure reflects the 

distribution of power and influence among its shareholders for the firm's 

operations. One of the characteristics is the ownership structure or ownership 

concentration. The concentrated ownership is shareholder who has most of firm’s 

share. Concentrated ownership can be calculated from the percentage of a firm's 

largest holdings. Companies with a large percentage of ownerships indicate that 

the control over the firm is under the control of shareholders.  

The concentrated ownership may change the nature of governance 

problem. Even though large block holders have an incentive to monitor managers 

and to mitigate the agency problem between managers and shareholders, they can 

use their influence to pursue their own goals, possibly at the expense of the small 

shareholders (Burkart and Panunzi, 2006). In addition, Fama and Jensen (1983) 

argue that ownership concentration above certain level will allow managers to 

become entrenched and expropriate the wealth of minority shareholders. Thus, 

large shareholders can use their capacity to aim their own goals. Furthermore, 

study conducted by Javid and Iqbal (2008), find that more concentrated ownership 

will decrease the corporate governance implementation. 

On other hand, Durnev and Kim (2003) state that the amount of ownership 

held by the controlling shareholder will enhance the implementation of quality 
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corporate governance. In addition, the weakness of the legal system or the 

protection of investors can be overcome with the concentration of ownership 

which is in turn becomes a more important tool to resolve agency problems 

(Durnev and Kim, 2003). Thus, the concentration of ownership can sometimes 

rise even degrade the quality of the implementation of corporate governance in a 

firm. While Barucci and Falini found that ownership of shares by controlling 

shareholders is negatively related to the quality of corporate governance (Barucci 

and Falini, 2005).  

Several studies have been conducted to find a link between the 

concentrations of ownership with the quality of corporate governance. Black et al. 

(2006) found a positive relationship between ownership by the majority 

shareholders of the corporate governance index. Gillan et al. (2003) find that the 

higher ownership by directors and firm managers indicates the lower of the board 

index, the higher the index defense to take over, and the lower of the total 

governance scores. Barucci and Falini (2005) find that ownership of shares by 

controlling shareholders is negatively related to the quality of corporate 

governance. Concentration was measured by the ownership percentage of the 

largest holders of a firm (Black et al, 2006; Barucci & Falini, 2005). Based on the 

theory and previous studies, the third hypothesis of this study is as follow:  

H3 : Ownership concentration affects the quality of the firm's corporate 

governance implementation. 

2.5.4. The Influence of Profitability on the Quality of Corporate Governance 

Implementation  

Husnan & Pudji (2007 in Setyaningrum, 2013) state that profitability is a 

ratio to measure how many earnings profits which are the rights of capital owner. 
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The profitability ratios will give an idea of the effective management of the firm. 

The bigger profitability ratio means better profitability because the prosperity of 

the owners of the firm increases due to the growing profitability.  

Profitability is the ability of a firm to generate profit on the level of sales, 

assets, and certain share capital. Profitability of a firm will affect the policy of the 

investment. Firm’s ability to generate profit will be able to attract investors to 

invest their funds in order to expand their business. On the contrary, low level 

profitability will cause investors to withdraw their funds.  Furthermore, Litner 

(1956) explained that good profitability ratio will give a sign that firm 

performance in a good condition will be able to pay dividend as a return on 

investment to the shareholders.  

Black et al. (2006) states that more profitable firms may choose weaker 

governance since they are not rely on the outside capital. On other hand, If firms' 

governance choices the external capital, then more profitable firms should have 

worse governance because they generate more capital internally. As a result, they 

have less need to improve governance to attract outside capital. Less profitable 

firms may also improve their governance because they hope this will improve 

profitability or because investors pressure them to do so. 

A study conducted by Nurdiana (2012) reveal that the firm's profitability 

demonstrates success in gaining profit. Thus high level profitability will affect 

GCG. In addition, improving corporate profitability can also be derived from the 

increasing capacity of the firm or other sources of funding to run the firm in a 

business activity. Due to the increasing sources of funding obtained from the 

shareholders, the companies will increasingly posses the opportunity to develop 

the firm's activities so that the firm will tend to increase its profits. Along with the 

increasing capacity or corporate funding sources, the engaged shareholders will 
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increase. Thus, the firm’s continuous result will improve the GCG to 

accommodate the needs of stakeholders.  

In practice, GCG is measured by profitability ratios, namely profit margin 

(profit margin on sales), Return on Assets (ROA), Return on Equity (ROE), and 

earnings per share. In this study, profitability is analyzed by using ROE (Return 

on Equity), which is the ratio of profit after tax to total equity. Setyaningrum 

(2013) argues that profitability is used by investors to see firm’s probability 

income in the future. Based on the theory and previous research, the fourth 

hypothesis of this study can be formulated as follows:  

H4 :  Profitability affects the quality of the firm's corporate governance 

implementation. 

2.5.5. The Influence of Investment Opportunities on the Quality of 

Corporate Governance Implementation 

According to Hormati (2009) Companies that have a high investment 

opportunity, will require substantial funds. If the needs of internal funds are not 

sufficient, the firm will attempt to seek external sources of funding. The third 

party in this case debt holder would evaluate whether the firm is eligible to obtain 

a loan or not. One of the efforts of which the firm is implementing GCG is 

gaining the trust from the debt holder. Durnev and Kim (2003) state that company 

will strive to improve the quality of corporate governance implementation to 

facilitate the acquisition of external funds investment and debt and lower the cost 

of capital 

According to  Gilian et al. (2003), managers in companies that have high 

investment opportunities, will have the opportunity to perform discretionary larger 

project selection, if it is compared to managers in companies having less 
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investment opportunities. Thus, the firm has an investment opportunity that 

requires high quality corporate governance. Klapper and Love (2003 in Hormati 

2009) find that companies with high investment opportunities will be sought. 

Therefore, it will increasingly require external funding. For that purpose, the firm 

will strive to improve the quality of implementation of GCG to ease the obtaining 

external funding sources and lower the cost of capital.  Based on theory and 

previous research, the fifth hypothesis of this study can be formulated as follow:  

H5 : Investment opportunities affect the quality of the firm's corporate 

governance implementation. 

2.5.6. The Influence of Regulation on the Quality of Corporate Governance 

Implementation  

Government regulation is any regulation issued by the government to 

regulate companies. This aspect is very important to be taken by companies, 

governments and both foreign companies. Alexander (2004) states that regulation 

plays important role to represent the public interest in seeing that firms are 

regulated efficiently. Regulation can have an impact on the structure of corporate 

governance due to its closer scrutiny. Black et al. (2006) find that regulation is an 

important matter to control firms related to corporate governance. Banking 

industry is one of a subject of strict regulation related to the implementation of 

corporate governance. 

Regulation in the banking sector is contained in the Circular Letter of 

Bank Indonesia 8/4/PBI/2006 regarding of corporate governance. Firms owned by 

the government (State Owned Enterprises or SOEs) also get major concern in the 

enforcement of corporate governance in Indonesia as stipulated in the regulations 

KEP-117/M-MBU/2002 on Implementation of GCG of State Owned Enterprises. 
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Therefore, it is expected that the realization of the above legislation can improve 

the implementation of corporate governance in Indonesia   

On the other hand, Darmawati (2006) found that state-owned enterprises 

and the banking regulatory factors have no influence on the quality of corporate 

governance implementation. This has been tested by using a sample of 15 Big 

CGPI in 2003-2004.  Based on theory and previous research, the sixth hypothesis 

of this study can be formulated as follow:  

H6 : Regulation factors affect the quality of the firm's corporate 

governance implementation. 

2.5.7. The Influence of the Quality of External Auditor on the Quality of 

Corporate Governance Implementation  

The emergence of large corporate scandals in the last few years has raised 

much public attention to corporate governance. This leads to the need to improve 

corporate governance and the need for the betterment of other parties to assess the 

role of corporate governance. In addition, in giving opinions on the financial 

statements, the external auditor plays an important role in achieving effective 

corporate governance as reflected in the reliable financial statements. External 

auditors carry out their duties in accordance with the Sarbanes-Oxley Act of 2002 

(SOX), explained that the audit function should be connected to the corporate 

governance structure. In addition, SOX reiterated that the external audit functions 

play an important role in the context of corporate governance  

Hormati (2009) argues that the stigma of society as represented by the 

stakeholders consider that the Big 4 public accounting firms (PWC, Ernst & 

Young, Deloitte, and KPMG) have more credibility on performing audit tasks 

compared to non-big 4 public accounting firms. Thus, based on this credibility, 
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the office will consider public accountant in accordance with the opinion that the 

existing state of the firm's management. Furthermore, companies that want to 

establish engagement with Big 4 public accounting firms should take into account 

the governance of the firm in order to support an unqualified opinion.  

Mayangsari (2003 in Hormati 2009) states that the auditor industry 

specialization has a positive effect on the integrity of the financial statements. The 

financial statements which are informative and meet the principles of disclosure is 

one component of the implementation of GCG. Ulum (2007) also found that the 

quality of the external auditors have an influence on the quality of the 

implementation of corporate governance. This is also supported by the findings of 

Hormati (2009)  

Based on the theory and previous research, the seventh hypothesis of this 

study can be formulated as follow:  

H7 : External auditor affects the quality of the firm's corporate 

governance implementation.  

2.5.8. The Influence of the Proportion of Independent Board Commissioners 

on the Quality of Corporate Governance Implementation  

The role of the independent commissioner in managing the firm according 

to the general principles of GCG is indispensable. Independent commissioner may 

serve to oversee the running of the firm to ensure that the firm has made 

transparency practices, disclosure, independence, accountability and the practice 

of justice according to the applicable provisions in an economic system (state). 

Management of the firm in Indonesia adopts a two-body (two-board) system; they 

are the board of commissioners and board of directors. Both of these boards have 
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clear authority and responsibility in accordance with their normative functions as 

set out in the statutes and laws.  

According to the concept of GCG, the firm will acquire the maximum 

firm's value (the value of the firm) when the functions and the duties of each actor 

of modern business organizations can be separated. One way is to set up a board 

of commissioners. In Indonesia, the board of commissioners was appointed on the 

Annual General Meeting of Shareholders (AGM) and should be a transparent 

process. In performing their duties and authority, commissioners must follow the 

procedures for establishing and maintaining their independence and 

professionalism. In addition, to overseeing and providing advice to the director, 

the other functions of the board of commissioners are formed special committees 

such as the audit committee, nomination committee and remuneration, risk policy 

committee and policy committee of corporate governance.  

Dunn (1987 in Cornett et al. 2006) states that commissioners dominated by 

outsiders are better in monitoring and controlling managers. Board of 

commissioners consisting of members from outside the firm (independent 

commissioner) contributes effectively to the trend of earnings management 

practices. In addition, according to Fama and Jensen (1983), a non-executive 

director (commissioner independent) can act as a mediator in disputes between 

internal managers, as a supervisor and manager policy advisers for the manager.  

One of the functions of the commissioner board including members of the 

Independent Commissioner is to monitor the implementation and the effectiveness 

of corporate governance practices. Thus indirectly the proportion of independent 

commissioners has an influence on the quality of corporate governance 

implementation. In the previous studies, it has been found the effect of the 
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commissioners on the implementation of corporate governance (Takalamingan, 

2013) and is supported by Rifai (2009)  

Based on theory and previous research, the eighth hypothesis of this study 

can be formulated as follow:  

H8 : The proportion of Independent board of commissioners affects the 

Quality of corporate governance implementation. 

2.6. Research Framework 

This section will give an understanding about the framework of this study. 

Research framework is derived from the researcher’s perspective based on related 

studies on the quality of corporate governance implementation.  
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Diagram 2.1 

Research Framework 
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CHAPTER 3 

RESEARCH METHOD 

3.1.  Research Type 

 This research tests several hypotheses to get empirical evidence on factors 

affecting the quality of corporate governance implementation. Sekaran (2006:162) 

explained that this kind of research tries to find some relations and effects from 

variables, and understands differences among groups as well as independency 

among variables in certain situation. 

3.2.  Population and Sample 

Population is a generalization area consisting of the object or subject that 

has certain qualities and characteristics what is determined to be studied 

(Sugiyono, 2008:80). The population of this research is firms rated in CGPI rating 

in 2001 – 2012.  

Meanwhile, Sugiyono (2008:81) stated that sample is a part of amount and 

characteristic from population. Sampling method used in this research is 

nonprobability sampling with purposive sampling method. Jogiyanto (2004:79) 

stated that purposive sampling is used to choose samples based on certain criteria. 

The sampling criteria in this research are: 

1. Firms are listed in Bursa Efek Indonesia (BEI) which have financial data in 

Indonesian Capital Market Directory or have published financial statements in 

BEI website (www.idx.co.id) or in firm personal website during 2001-2012.  

http://www.idx.co.id/
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2. Firms are rated in Corporate Governance Perception Index (CGPI) published 

by The Indonesian Institute for Corporate Governance (IICG) in SWA 

magazine in 2001-2012. 

3. Firms used Indonesian currency (Rupiah) in their financial statements. 

4. The financial statements do not have deficiency of equity. Anggara (2006) 

stated that the financial statement that have negative equity or profit as 

denominator is meaningless in financial ratio calculation.  

5. Firms have complete data related to variables used in this research, namely 

total asset, total liability, total equity, number of highest ownership, number of 

total shares, net profit after tax, market capital information, number of 

independent board of commissioners, and external auditor information.  

3.3.  Research Data  

 Based on the samples required, the type of data of this research is 

secondary data. Sekaran (2006:65) stated that the data collected in secondary data 

is collected and processed by other people. Thus the researcher may get the data 

through some media. The secondary data used in this research are: 

1. Corporate Governance Perception Index which is used by The Indonesian 

Institute for Corporate Governance in 2001-2012 and published through SWA 

magazine. 

2. Financial ratio and non-financial information from firm financial statement in 

2001-2012 which are published in The Indonesian Capital Market Directory 

(ICMD) or Bursa Efek Indonesia (BEI) website (www.idx.co.id).  

 

 

http://www.idx.co.id/
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3.4.  Data Collection Method 

 Data collection method in this research is documentation study. Sugiyono 

(2008:422) stated that documentation study is a technique of data collection by 

taking the data from written media such as books, magazines, documents, 

regulations, etc. Documents used as data source in this research are firm financial 

data published on www.idx.co.id which also published on ICMD and also CGPI 

report published by IICG in 2001-2012. 

3.5.  Definition of Variables and Variable Measurement 

 The purpose of this research is to analyze factors proxies by indicators that 

affect the quality of corporate governance implementation proxies by CGPI. 

Sekaran (2006:115) explained that variable is anything to distinguish or bring any 

variation in the value. Variables used in this research are dependent variables and 

independent variables. The dependent variable is Corporate Governance 

Perception Index Score as the proxy of the quality of corporate governance 

implementation. Independent variables are firm size, leverage, ownership 

concentration, profitability, investment opportunities, regulation factors, external 

auditor, and proportion of independent board of commissioners. 

3.5.1.  Dependent Variable 

 Sekaran (2006:116) explained that dependent variable is the main focus of 

the researchers and it is affected by other variables (independent variables). 

Dependent variable in this research is quality of corporate governance 

implementation. The quality of corporate governance implementation is measured 

by the rating of corporate governance implementation published by The 

Indonesian Institute Corporate Governance namely Corporate Governance 

http://www.idx.co.id/
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Perception Index (CGPI). This index is produced by developing methodology and 

database, publication, program, CGPI candidate confirmation, and self-assessment 

through questionnaire conducted by some researchers in corporate governance 

area.   

 The index is then called as Corporate Governance Perception Index which 

entitles very trusted, trusted, and fair trusted according to its range. Thus, the 

result of CGPI is a measurement that is used to know how good the corporate 

governance implementation of the firms is. The formula to calculate CGPI is 

developed throughout 4 assessments namely, Self-Assessment, Document 

Completeness, Paper, and Observation, namely, 

CGPI = 17% Self-Assessment + 25% Document Completeness + 

13% Paper + 35% Observation 

 

 The formula above was developed in CGPI 2012 in each which year is 

changed due to consideration from judges in IICG. Besides that, there are some 

scores that have already counted in final score (2001, 2002, 2003, 2004, 2005, 

2006, 2007, 2008, and 2011) and also there are some years that had to be scored 

manually (2009, 2010, and 2012). Meanwhile, Self-assessment is a questionnaire 

related to the implementation of corporate governance which is filled by 

stakeholders of the firms. Document completeness is a stage to submit documents 

and evidence to support the implementation of corporate governance. Hereinafter, 

paper is a stage for firm as an assessment of eligibility to explain entire corporate 

governance processes and programs. Lastly, observation is an assessment in the 

form of direct visit to observe the implementation of corporate governance. 

Observation is conducted maximum half working days or three hours effectively. 
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The observation stage also includes presentation and discussion with the board of 

commissioners, board of directors, management, and related parties of the firms.   

3.5.2.  Independent Variables 

 There are 8 independent variables used in this research, namely firm size, 

leverage, ownership concentration, profitability, investment opportunities, 

regulation factors, external auditor, and proportion of independent board of 

commissioners. 

1. Firm size 

 Firm size is a scale of firm related to how large the corporation is. 

According to Black, et al. (2003 in Hormati, 2009), firm size can be measured by 

Log Natural (Ln) firm total assets. This research uses this measure to avoid 

extreme value due to the difference of total assets of each firm (Takalamingan, 

2013): 

Firm Size = Ln Total Assets 

2. Leverage 

 Leverage is a proportion of assets which are not financed by shareholder 

equity or liabilities. Leverage is measured by using the ratio of total assets owned 

by related companies. This ratio is able to shows the proportion of a company's 

assets which are financed through debt. Debt ratio is used in study Black et al. 

(2003 in Darmawati, 2006) as well as Suranti (2009). 

          
                

            
 

3. Ownership concentration 

 Ownership concentration is a percentage of the highest capital ownership 

to total capital ownership. Takalamingan (2013) described that ownership 
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concentration reflects the power of distribution and the effect of shareholder 

capital over the operational activities. Then, ownership concentration can explain 

how the highest capital ownership can control the firm. Black et al. (2003: 

Barucci & Falini, 2004; Drobetz et al., 2004 in Hormati, 2009) measure the 

highest ownership concentration in the following formula: 

                         
                             

                
        

4. Profitability 

 Profitability is an index to describe firm capability to earn profit in certain 

period. Profitability is also used as a measurement of how effective the 

management operating activity is. Setyaningrum (2013) stated that profitability is 

very important for investors as an indicator to measure management effort to earn 

maximum profit for shareholders. Profitability is measured in the following 

formula: 

               
                    

            
 

5. Investment opportunities 

 Takalamingan (2013) states that investment opportunities is a chance for 

firm to gain any additional funding. Firm growth will create many investment 

options in the future which are called as Investment Opportunity Set (IOS). IOS is 

the proportion of assets currently used and the selection of investment in the 

future with positive Net Present Value (NPV) (Myers, 1977 in Rokhayati, 2005). 

This research uses Market to Book Value of Equity (MVE) ratio which describes 

the firm capital. Systematically, IOS ratio is calculated in following formula 

(Sulyanti, 2011): 
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                               (    )   
              

            
 

6. Regulation factor 

 Regulation factor is a strict regulation made by government bodies for 

Indonesian corporations. In this research, regulation refers to KEP-117/M-

MBU/2002 in Indonesia related to particular rule about corporate governance to 

State-Owned Enterprises (SOE) in Indonesia. The regulation for State-Owned 

Enterprises is mainly to improve accountability and disclosure. The regulations 

itself provide guidance about general concepts, indicators, supporting bodies, etc.  

This regulation also refers to Bank of Indonesia’s regulation number 

8/4/PBI/2006 related to corporate governance implementation for commercial 

banks which are also used as samples in this research. Darmawati (2006) in her 

research used dummy variable to measure regulation factor, which is 1 refers to 

State-Owned Enterprise firm or bank and 0 refers to non-State-Owned Enterprise 

firm or bank. This is due to the fact that State-Owned Enterprise and bank firm 

already have strict requirement to implement good corporate governance.  

7. External auditor 

 The effect of external auditors on the implementation of corporate 

governance can be reflected on financial statements. In this case, firms try to 

implement good corporate governance by having maximum disclosures in their 

financial statements. Thus, when external auditors audit the firms, they try to 

disclose good corporate governance implementation as much as possible in 

financial statement during audit session. There is also a belief that firm audited by 

Big 4 Public Accounting Firms namely Deloitte, Ernst & Young, KMPG, and 

PWC which are more trustable than others (Hormati, 2009). Then, by referring to 
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Hormati (2009), the variable of external auditor in this research is measured using 

dummy variable, i.e. 1 refers to Big 4 Public Accounting Firm and 0 refers to non-

Big 4. 

8. Proportion of independent board of commissioners 

Proportion of independent board of commissioners is a ratio between total 

number of independent commissioners and total number of commissioner’s board 

member. Takalamingan (2013) states that the higher the proportion of 

independent boards of commissioners, the better the oversight function towards 

management. Thus, the higher the proportion of independent boards can avoid the 

earnings management practice. This is an indicator of good corporate governance 

implementation. The proportion of independent board of commissioners is also 

based on the requirement of Bapepam regulation KEP-305/BEJ/07-2004 

regarding the minimum proportion of independent board which is 30% of total 

number of board members. Proportion of independent board is calculated in the 

following formula (Surya and Yustiavananda, 2006:133 in Takalamingan, 2013): 

                               

 
                                             

                                     
 

3.6.  Descriptive Statistic 

 Descriptive statistic is intended to give description about characteristic 

samples used in this research. Descriptive statistic consists of maximum score, 

minimum score, mean, and standard deviation from processed data. Ghozali 

(2006:19) stated that results from descriptive statistic can be used to support data 

interpretation. 
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3.7.  Classic Assumption Test 

 Classic assumption test is conducted to determine whether the result of 

multiple regression deviates or not from classical assumption. The classic 

assumption test is conducted in following test. 

a. Normality Test 

 Ghozali (2006:110) stated that normality test aims in testing whether in 

regression model there are confounding variables that are normally distributed or 

not. Furthermore, good regression has normally distributed data or nearly normal 

in P-Plot graphic. There are two ways to detect the normally distributed data with 

graphic analysis and statistic test (Ghozali, 2006:112). This study uses both ways 

to show the normality test. 

b. Multicollinearity Test 

 Multicollinearity test aims to find any correlation in independent variables 

from regression model. Ghozali (2006:91) states that the good regression model 

does not have any correlation in independent variables. Multicollinearity test in 

this study is conducted with tolerance score and Variance Inflation Factor (VIF). 

If tolerance score ≤ 0.10 or VIF score ≥ 10, there is an indication of 

multicollinearity. 

c. Heteroskedasticity Test 

 Heteroskidasity test aims to find any inequality variance from residual one 

of observation to other observation in regression model. Ghozali (2006:105) 

mentions that good regression model does not have heteroskedasticity. 



42 

 

 

Heteroskedasticity is a condition when residual variance from observation to 

another observation is different. On the other hand, heteroskedasticity happens 

when residual variance from observation to another observation is similar. This 

indicates good regression model. Glejser test is conducted in this research to 

determine whether there is heteroskedasticity or not. 

d. Autocorrelation Test 

 Autocorrelation test aims to determine whether there is correlation among 

confounding error in t period with confounding error in t-1 period in regression 

model (Ghozalli, 2006:95). Autocorrelation happens due to sequential observation 

over related time which also means the time of series data is used. Autocorrelation 

here is detected with Durbin-Watson (DW) test.   

3.8.  Hypothesis Testing  

Data analysis method in this research is multiple regression analysis with 

stepwise method using Statistical Package for Social Science (SPSS) program 

version 21.00. Ghozali (2006:7) explains that multiple regressions are used when 

there is one dependent variable and some independent variables. The multiple 

regression equation in this research is showed as follows: 

Y = α + β1X1 + β2X2 + β3X3 + β4X4 + β5X5 + β6X6 + β7X7 + β8X8 + e 

Where: 

Y : CGPI 

α : Constanta 

X1 : Firm size 
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X2 : Leverage 

X3 : Ownership concentration 

X4 : Profitability 

X5 : Investment opportunities 

X6 : Regulation factors 

X7 : External auditor 

X8 : Proportion of independent board of commissioners 

e : Error 

β1 – β8 : Regression coefficient.  

Hypothesis is an expected relationship between two or more variables 

which is expressed in the form of statementt. The relationship is based on the 

theoretical framework formulated in the research study (Sekaran, 2006: 123). In 

testing process, it will be found an element of probability or the error that is 

reflected by the level of significantt level. Therefore, researchers used statistical 

methods to the level of significance level α = 0.05, which means the degree of 

error is 5%.  

3.9.  Determination Coefficient (R
2
) 

 Determination Coefficient (R
2
) essentially measures how the regression 

model explains the variation of dependent variable. The value of determination 

coefficient is ranged from zero to one. Minimum value of (R
2
) shows that the 

capability of independent variables to describe the dependent variable is limited. 

On the other hand, maximum value of (R
2
) means that the independent variables 

provide almost all information needed to predict the variation of the independent 

variables (Ghozali, 2006: 127).  
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CHAPTER 4 

RESULTS AND DISCUSSIONS 

 This chapter discusses about the results of descriptive statistic test, classic 

assumption test, and multiple regression. Descriptive statistic test results give some 

explanations about data used in this research. Classic assumption test describes about 

the quality of data used in this research before multiple regression test is conducted. 

4.1.  Sampling Procedure 

The population in this research is firms listed in CGPI research started from 

2001 until 2012. Sample used in this research is resulted from purposive sampling 

procedure described as follow: 

Table 4.1 

Purposive Sampling Procedure 

No. Explanation Amount 

1. Firms rated in CGPI 2001-2012 309 

2. Firms unlisted in BEI 2001-2012 (75) 

3. Firms using dollar currency (1) 

4. Firms with insufficient data (3) 

5. Firms with loss profit (10) 

6. Firms with outlier data* (31) 

 Number of Observantions 189 

*Deviated data that far from other data in data set 

 

 

4.2.  Descriptive Statistics 

Descriptive statistics aims to collect, process, present, and analyze the 

quantitative data descriptively (Ghozali, 2006:19). In particular, descriptive statistics 

is used to present the amount of data and to show the maximum, minimum, average, 

and standard deviation values of each variable used in this study. The results of 

descriptive statistics are shown in Table 4.2. 



45 

 

Table 4.2 

Descriptive Statistic 

 

 

 N Minimum Maximum Mean Std. Deviation 

Firm Size (X1) 189 319917,00 25211480,00 5365612,0053 5289131,23283 

Leverage (X2) 189 ,10 ,94 ,5951 ,24351 

Ownership 

Concentration (X3) 

189 ,24 1,00 ,6307 ,15588 

Profitability (X4) 189 ,00 ,59 ,1913 ,11377 

IOS (X5) 189 ,10 6,90 ,6745 ,64163 

Regulation Factor (X6) 189 ,00 1,00 ,4233 ,49539 

External Auditor (X7) 189 ,00 1,00 ,6984 ,46017 

Proportion (X8) 189 ,00 1,00 ,3742 ,18267 

CGPI (Y) 189 48,94 91,91 78,7599 8,66674 

Valid N (listwise) 189     

 

 Based on the desrciptive statistics results, there are minimum, maximum, 

average, and standard deviation values of each variables used in this study.  

1. In average, corporate governance implementation in Indonesia is good enough 

as it can be seen from the mean of CGPI score in Indonesia from 2001 to 2012 

which is 78.76 per cent. On the other hand, corporate governance 

implementation development in Indonesia need to be improved since there is 

a gap between the highest and the lowest score in CGPI. 

2. Firm size in this study is transformed to another form with square root 

method. Firm size data is ranged from 319917 to 25211480.   

3. On the other hand, the average of leverage is 59,91 per cent. This indicates 

that most firms in this research is financed by debt financing. However, on the 
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other side there is a firm that has equity financing as funding souces as it can 

be seen at minimum leverage ratio which is 10 per cent.  

4. The average score of ownership concentration is 63.07 per cent. This indicates 

that  Indonesian firms are concentrated owned. Since most Indonesian firms 

are concentrated owned, there is a propability the concentrated ownership will 

control the firms (Hormati, 2009).  

5. Profitability has the highest number of 59 per cent and average number of 

19.13 per cent. This indicates that the average firms with available equity 

funding is good enough to generate revenue by 19,13 per cent.  

6. Investment opportunity proxied by IOS in 189 firms rated in CGPI 

transformed to inverse form show that firm in Indonesia have 67.45 per cent 

average investment opportunity. This result describe that firms in Indonesia 

have big opportunity to get additional funding from external funds. On the 

other hand, investors have 67.45 per cent chance to invest their money at 

firms listed in BEI  

7. This study uses regulation factor to determine whether firms in indonesia is 

regulated to corporate governance implementation or not. The result show that 

based on 189 firms used in this research, 42.33% firms are regulated by 

government. Furthermore, it indicates that regulation related corporate 

governance in Indonesia only affects 80 firms (42.33 per cent from 189 
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firms). On the other hand, there is still a need of regulation for 109 firms 

(57.67 per cent from 189 firms) to perform better corporate governance.  

8. Another result from descriptive statistics show that in average, 69.84 per cent 

firms in Indonesia uses Big Four public accountant services to audit the 

financial statement. This result gives some explanation that firms in Indonesia 

put attention toward opinion quality. In addition, this result describes that 

69.84 per cent firms audited by Big 4 have have better revenue quality than 

firms audited by non Big 4 (Herusetya, 2009) 

9. Based on statistic results, firms listed in BEI at least have 37.42 per cent  of 

independent commissioners total commissioners board . Another result 

indicates firms listed in BEI has already fulfilled the regulation of BEI, KEP-

305/BEJ/07-2004, of which minimum portion of independent commissioners 

is 30 per cent. Roughly, the minimum independent board affects the 

independence direction toward better operation, decision and governance. On 

the other hand, there are some firms that do not have any independent 

commissioner in commissioners board.  

4.3.  Classic Assumption Test 

 The result of classis assumption test which are normality, multicolinearity, 

heterokeasdicity, and autocorelation tests, are described below. 
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4.3.1.  Normality Test 

PP Plot Graphs and One-Sample Kolmogorov-Smirnov test are used to test 

the normality of the data as described below: 

Graph 4.1 

Normal P-P Plot of Regression Standardized Residual Graphic 

 
 

 

Table 4.3 

One-Sample Kolmogorov-Smirnov  

 

 Unstandardized 

Residual 

N 189 

Normal Parameters
a,b

 
Mean ,0000000 

Std. Deviation 6,07257590 

Most Extreme Differences 

Absolute ,080 

Positive ,048 

Negative -,080 

Kolmogorov-Smirnov Z 1,099 

Asymp. Sig. (2-tailed) ,178 

a. The test distribution is Normal. 

b. It is calculated from data. 
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 Based on the graph above, it can be seen that data is located around the 

diagonal line and follow the diagonal line direction. Furthermore, based on the table 

above, the score of significance (Asymp. Sig. (2-tailed)) of 0.78 is greater than α 

(0.05). It can be concluded that H0 is accepted. Therefore, it means that  the 

distribution of the residuals are normally distributed. Ghozali (2006:110) states that 

good regression models is distributed normally.   

4.3.2.  Multicollinearity Test  

The result of multicollnearity test can be seen on Table 4. 

Table 4.4 

Multicollinearity Test 

Coefficients
a
 

 Collinearity 

Statistics 

Tolerance VIF 

 Firm Size (X1) 0.491 2.035 

Leverage (X2) 0.660 1.516 

Ownership Concentration (X3) 0.919 1.088 

Profitability (X4) 0.750 1.334 

IOS (X5) 0.817 1.225 

Reg Factor (X6) 0.688 1.454 

External Auditor (X7) 0.772 1.295 

Proportion (X8) 0.808 1.237 

 a. Dependent Variable: CGPI (Y) 
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From the table above, the VIF value of each variable is less than 10 and close 

to 1. Therefore, it can be concluded that there is no multicollinearity of the data.  

4.3.3. Heteroskedasticity Test 

Table 4.5 shows the heteroskedasiticity test 

Table 4.5 

Heteroskedasticity Test 

Coefficients
a
 

Model 

t Sig. 

1    

Firm Size (X1) -1.569 0.119 

Leverage (X2) -0,82 0.935 

Ownership Concentration (X3) -1.542 0.125 

Profitability (X4) 1.002 0.318 

IOS (X5) 0.903 0.368 

Reg Factor (X6) -0.729 0.467 

External Auditor (X7) 0.734 0.464 

Proportion (X8) -1.045 0.297 

a. Dependent Variable: Residual 

Respectively, each variable has a significance level greater than α = 0.05. 

Then, the decision is taken to accept H0, which means that the residual variance is 

homogeneous. 
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4.3.4. Autocorrelation Test 

The results of autocorrelation test is as follows : 

Table 4.6 

Autocorrelation Model  

Model Summary
b
 

Model 
R 

R 

Square 

Adjusted R 

Square 

Std. Error of the 

Estimate 

Durbin-

Watson 

 1 0.713
a
 0.509 0.487 6.20606 2.129 

a. Predictors: (Constant). Proportion (X8). IOS (X5). Ownership Concentration 

(X3). Leverage (X2). External Auditor (X7). Reg Factor (X6). Profitability (X4). 

Firm Size (X1) 

b. Dependent Variable: CGPI (Y) 

Table 4.7 

Durbin Watson  

dL dU 4-dL 4-dU 

1.672 1.851 2.328 2.149 

 

Based on Durbin Watson test above, the critical value for n = 189 and k = 8 

is du = 1.851 and 4-du = 2.149. Because the value of Durbin Watson lies between du 

and 4-du, it can be said that the assumption of non autocorrelation is fulfilled.  

4.4. Regression Analysis  

The linear regression analysis uses stepwise method to obtain the model of 

the independent variables which have a significant effect only on the dependent 
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variable. Five independent variables are obtained by inputing the variables based on 

the degree of correlation and significance on the dependent variables sequencely.  

Table 4.8 

Variable Added  

Model Variables Variable added 

Model 1 Firm Size (X1) Firm Size 

Model 2 
Firm Size (X1) 

External Auditor (X7) 
External Auditor (X7) 

Model 3 

Firm Size (X1) 

External Auditor (X7) 

Regulation Factor (X6) 

Regulation Factor (X6) 

Model 4 

Firm Size (X1) 

External Auditor (X7) 

Regulation Factor (X6) 

Proportion of Independent 

commissioners board (X8) 

Proportion of Independent 

commissioners board 

(X8) 

Model 5 

Firm Size (X1) 

External Auditor (X7) 

Regulation Factor (X6) 

Proportion of Independent 

commissioners board (X8) 

Profitability (X4) 

Profitability (X4) 
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Meanwhile, variables X2, X3, X5 are not included because it is only up to 

five models that give significant effect partially. Detailed discussion are as follows. 

4.4.1. Model 1 

The dependent variable in this study is CGPI (Y) and Firm Size (X1) as an 

independent variable (X1). In this study, the regression analysis is performed by 

using SPSS version 21. The results are as below: 

Table 4.9 

Regression Model 1  

Coefficients
a
 

Model Unstandardized 

Coefficients 

Standardized 

Coefficients 

B Std. Error Beta 

1 (Constant) 73.957 0.755  

Firm Size (X1) 8.950E-7 0.000 0.546 

a. Dependent Variable: CGPI (Y) 
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4.4.1.1. Hypothesis Testing 

Table 4.10 

ANOVA Table 

ANOVA
f
 

Model Sum of 

Squares df Mean Square F Sig. 

1 Regression 4213.195 1 4213.195 79.519 0.000
a
 

Residual 9907.941 187 52.984   

Total 14121.137 188    

a. Predictors: (Constant). Firm Size (X1) 

f. Dependent Variable: CGPI (Y) 

Based on the analysis results, obtained Fvalue is 79.519 with a significance 

value of 0.000. F value is greater than the F table (79.519>3.892) and the 

significance value is less than 0.05 (0.000<0.05). This can be concluded that there is 

significant and positive influence between firm size (X1) and CGPI (Y). 

4.4.1.2. The coefficient of determination (Adjusted R
2
) 

The coefficient of determination (adjusted R
2)

 is the measurement of 

accuracy or suitability of the regression line which is obtained from the parameter 

estimation based on the examples. In addition, Adjusted R
2
 can be used to measure a 

large proportion of the total variability around the median value which can be 

explained by the regression line.  
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Table 4.11 

Coefficient of Determination Model 1 

Model Summary 

Model 

R R Square 

Adjusted R 

Square 

Std. Error of the 

Estimate 

 1 0.546
a
 0.298 0.295 7.27899 

a. Predictors: (Constant). Firm Size (X1) 

Based on the results of the regression analysis, the coefficient of 

determination (R Square) is 0.298. This means that the obtained regression model is 

able to explain the influence of variables X1 (firm size) to Y (CGPI) amounted to 

29.8% and the remaining of 70.2% is influenced by other independent variables that 

are not observed in this study.  

4.4.2. Model 2 

In this second model, X7 variable (external auditor) is added into the 

regression model. Based on the results of data processing by using software SPSS 

21, the results are as follows:  
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Table 4.12 

Regression Model 2  

Variables B tcount Significant Information 

Constants 70.425       

X1 (firm size) 7.109×10
-7

 7.242 0.000 Significant 

X7 (external auditor) 6.473 5.737 0.000 Significant 

α = 0.050 

R = 0.635 

The coefficient of determination 

(Adj. R
2
)  

= 0.397 

F-count = 63.003 

F-table (F2.186. 0.05)  = 3.045 

significance = 0.000 

t-table (t186. 0.05)  = 1.973 

 

4.4.2.1. Dominant Test  

To determine independent variables, the most influence on Y the regression 

coefficients (β) are compared between the variables. Variable with dominant 

influence on Y is the variable that has the greatest regression coefficient. To 

compare the regression coefficients of each independent variable, ranking tables are 

presented as follows: 
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Table 4.13 

Summary of Regression Analysis Model 2  

 

Based on the table above, it can be seen that the X1 variable (firm size) is the 

variable that has the greatest Beta standardized coefficients, 0.434. This indicates 

that the Y variable (CGPI) is more influenced by X1 variable (firm size) in the 

second model. 

4.4.2.2. The coefficient of determination (Adjusted R
2
) 

Adjusted R
2
 is used to measure a large proportion of the total variability 

around the median value which can be explained by the regression line which show 

as follows: 

Table 4.14 

Coefficient of Determination Model 2 

Model Summary 

Model 

R R Square 

Adjusted R 

Square 

Std. Error of the 

Estimate 

 2 0.635
b
 0.404 0.397 6.72750 

b. Predictors: (Constant). Firm Size (X1), External Auditor (X7) 

Rating Variables BETA Influence 

1 X1 (Firm Size) 0.434 Significant 

2 X7 (External Auditor) 0.344 Significant 
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Simultaneously, the magnitude of the contribution of the independent 

variables on the dependent variable based on calculations in table 4.14 with 

coefficient of determination (Adjusted R Square) is 0.397. This result explain the 

contribution of the independent variables (X1 and X7) which are included in the 

regression equation to variable Y, is equal to 39.7%. Meanwhile, 60.3% is 

contributed by other variables that are not included in this equation.  

4.4.3. Model 3 

In the third model, X6 variable (regulation factor) is added into the regression 

model. Based on the results of data processing by using software SPSS 21, the 

results are as follows: 
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Table 4.15 

Regression Model 3  

Variable B tcount Significant Information 

Constant 69.561       

X1 (firm size) 4.704×10
-7

 4.545 0.000 Significant 

X7 (external auditor) 6.269 5.914 0.000 Significant 

X6 (Reg Factor) 5.426
 

5.100 0.000 Significant 

α = 0.050 

R = 0.691 

The coefficient of determination (Adj. 

R
2
)  

= 0.469 

F-count = 56.321 

F-table (F3.185. 0.05)  = 2.653 

Significant = 0.000 

t-table (t185. 0.05)  = 1.973 

 

4.4.3.1. Dominant Test  

Variable with dominant influence on Y is the variable that has the greatest 

regression coefficient. To compare the regression coefficients of each independent 

variable, ranking tables are presented as follows: 
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Table 4.16 

Summary of Regression Analysis Model 3  

 

Based on the table above, it can be seen that the variable X7 (external 

auditor) is a variable that has the greatest standardized Beta coefficient that is equal 

to 0.333. This indicates that the variable of  Y (CGPI) is more influenced by variable 

X7 (xternal auditor) in this third model. 

4.4.3.2. The coefficient of determination (Adjusted R
2
) 

Adjusted R
2
 is used to measure a large proportion of the total variability 

around the median value which can be explained by the regression line which is 

shown as follows: 

Table 4.17 

Coefficient of Determination Model 3 

Model Summary 

Model 

R R Square 

Adjusted R 

Square 

Std. Error of the 

Estimate 

 3 0.691
c
 0.477 0.469 6.31619 

c. Predictors: (Constant). Firm Size (X1), External Auditor (X7), 

Regulation Factor (X6) 

Rating Variables BETA Influence 

1 X7 (external auditor) 0.333 Significant 

2 X6 (reg factor) 0.310 Significant 

3 X1 (firm size) 0.287 Significant 
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The magnitude of the contribution of the independent variables 

simultaneously on the dependent variable is 0.469 based on the coefficient of 

determination calculation (Adjusted R Square). This result explains the contribution 

of the independent variables (X1, X7 and X6) which are included in the regression 

equation to variable Y, is equal to 46.9%. Meanwhile 53.1% is contributed by other 

variables that are not included in this equation. 

4.4.4. Model 4 

In the fourth model, X8 variable (proportion) is added into the regression 

model. Based on the result of data processing by using software SPSS 18, the results 

are as follows: 
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Table 4.18 

Regression Model 4  

Variable B tcount Significant Explanation 

Constants 67.431       

X1 (firm size) 4.156×10
-7

 3.997 0.000 Significant 

X7 (external auditor) 6.259 5.999 0.000 Significant 

X6 (regulation factor) 4.991
 

4.709 0.000 Significant 

X8 (proportion) 6.989 2.644 0.009 Significant 

α = 0.050 

R = 0.705 

The coefficient of determination 

(Adj. R
2
)  

= 0.486 

F-count = 45.357 

F-table (F4.184. 0.05)  = 2.421 

Significant = 0.000 

t-table (t184. 0.05)  = 1.973 

 

4.4.4.1. Dominant Test  

Variable with dominant influence on Y is the variable that has the greatest 

regression coefficient. To compare the regression coefficients of each independent 

variable, ranking tables are presented as follows: 
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Table 4.19 

Summary of Regression Analysis  Model 4  

 

Based on the above table, it can be seen that the X7 variable (external 

auditor) is a variable that has the greatest Beta standardized coefficient which is 

equal to 0.332. This indicates that the variable Y (CGPI) is more influenced by 

variable X7 (External Auditor) in the fourth model.  

4.4.4.2.The coefficient of determination (Adjusted R
2
) 

Adjusted R
2
 is used to measure a large proportion of the total variability 

around the median value which can be explained by the regression line which is 

shown as follows: 

Table 4.20 

Coefficient of Determination Model 4 

Model Summary 

Model 

R R Square 

Adjusted R 

Square 

Std. Error of the 

Estimate 

 4 0.705
d
 0.496 0.486 6.21631 

Ranking Variable BETA Influence 

1 X7 (external auditor) 0.332 Significant 

2 X6 (regulation factor) 0.285 Significant 

3 X1 (firm size) 0.254 Significant 

4 X8 (proportion) 0.147 Significant 
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b. Predictors: (Constant). Firm Size (X1), External Auditor (X7), 

Regulation Factor (X6), Proportion (X4) 

The magnitude of the contribution of the independent variables 

simultaneously on the dependent variable is 0.486 based on the coefficient of 

determination calculation (Adjusted R Square). This result explains the contribution 

of the independent variables (X1, X7, X6 and X8) which are included in the 

regression equation to variable Y, is equal to 48.6%. Meanwhile 51.4% is contributed 

by other variables that are not included in this equation. 

4.4.5. Model 5 

In the fifth model, X4 variable (profitability) is added into the regression 

model. Based on the result of data processed by using software SPSS 21, the results 

are as follows: 
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Table 4.21 

Regression Model 5  

Variable B tcount Significant Keterangan 

Constants 65.795       

X1 (firm size) 4.233×10
-7

 4.104 0.000 Significant 

X7 (external auditor) 5.478 4.974 0.000 Significant 

X6 (regulation factor) 4.905
 

4.665 0.000 Significant 

X8 (proportion) 8.265 3.070 0.002 Significant 

X4 (profitability) 8.878 2.060 0.041 Significant 

α = 0.050 

R = 0.713 

The coefficient of determination (Adj. 

R
2
)  

= 0.494 

F-count = 37.774 

F-table (F5.183. 0.05)  = 2.263 

Significantsi = 0.000 

t-table (t183. 0.05)  = 1.973 

 

4.4.5.1. Dominant Test  

Variable with dominant influence on Y is the variable that has the greatest 

regression coefficient. To compare the regression coefficients of each independent 

variable, ranking tables are presented as follows: 
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Table 4.22 

Summary of Regression Analysis Model 5  

 

Based on the above table, it can be seen that the variable X7 (external 

auditor) is a variable that has the most standardized Beta coefficient valued 0.291. 

This indicates that the variable Y (CGPI) is mostly influenced by variables X7 

(external auditor) in the fifth model. 

4.4.5.2. The coefficient of determination (Adjusted R
2
) 

Adjusted R
2
 is used to measure a large proportion of the total variability 

around the median value which can be explained by the regression line which is 

shown as follows: 

 

 

 

Ranking Variable BETA Influence 

1 X7 (External Auditor) 0.291 Significant 

2 X6 (Reg Factor) 0.280 Significant 

3 X1 (Firm Size) 0.258 Significant 

4 X8 (Proportion) 0.174 Significant 

5 X4 (Profitability) 0.117 Significant 
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Table 4.25 

Coefficient of Determination Model 5 

Model Summary 

Model 

R R Square 

Adjusted R 

Square 

Std. Error of the 

Estimate 

 5 0.713
e
 0.508 0.494 6.16225 

e. Predictors: (Constant). Firm Size (X1), External Auditor (X7), 

Regulation Factor (X6), Proportion (X4), Profitability (X4) 

The magnitude of the contribution of the independent variables 

simultaneously on the dependent variable is 0.494 based on the coefficient of 

determination calculation (Adjusted R Square). This result explains the contribution 

of the independent variables (X1, X7, X6, X8 and X4) which are included in the 

regression equation to variable Y, is equal to 49.4%. Meanwhile 50.6% is contributed 

by other variables that are not included in this equation. 

Based on five regresion models above, the regression equation obtained with 

5 independent variables is resulted from linear regression with stepwise method, 

namely X1 (firm size), X7 (external auditor), X6 (regulation factor), X8 (proportion) 

and X4 (profitability). The regression equation described as follows. 

Y = 65.795 + 4.233×10
-7

X1 + 5.478X7 + 4.905X6 + 8.265X8 + 8.878X4 

It can be seen that only five independent variables that significantly influence 

the variable of Y (CGPI) and produce regretion models as above.  
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4.5. Discussions 

This section explains the results of data analysis as described previously. 

Discussion of research results are arranged sequentially based on the formulation of 

hypotheses that have been proposed. 

4.5.1. Firm Size Influences the Quality of Corporate Governance 

Implementation 

 Based on the results of hypothesis testing, firm size significantly affects the 

quality of corporate governance implementation with positive coefficient. As per 

statistic test reults, firm size is ranked number three as the most influential variable on 

the quality of corporate governance implementation. The result that firm size 

influences the quality of corporate governance implementantion is consistent with 

Hormati (2009), Darmawati (2006), and Ulum (2007). Furthermore, Klapper & Love 

(2004) state that larger firm will implement better corporate governance to minimize 

agency problems. 

Durnev & Kim (2003) state that corporate governance implementation is 

better when the firm has a larger size. This is due to the fact that public may pay 

attention to the operation and financial condition of large firms. The pressure from 

public motivates the firms to implement better corporate governance. On the other 

hand, Hormati (2009) states that good corporate governance implementation is an 

effective way to the complicated systems and problems faced by big firm.   
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In addition, larger firms have more shareholders. Therefore, agency problems 

will arise in the same time due to the difficulty to monitor them or because of free 

cash flow argument (Jensen, 1986 in Klapper & Love, 2004). Specifically, Jensen 

(1986) in his agency theory states that when the organization generates substantial 

free cash flow, the conflicts of interest between shareholders and managers over 

payout policies will be severe. As the consequence, large firms try to implement good 

corporate governance to reduce agency problem in order to make shareholders 

believe that management is operated on behalf of shareholders.  

Research conducted by Ernst and Young also find that larger firm will 

conduct better governace implementation (Young, 2013). The research shows that 90 

per cent of large firms in capital market have more independent leadership compared 

to small-cap and mid-cap firms. Furthermore, large firms also have more board size 

of which 84 per cent directors are independent members. Shareholders also have 

significant role in large firm as shareholders have more opportunity (52%) to propose 

the proportion of firms. Proportion of total shareholder proposals voted is around 61 

per cent of shareholders in large firms. This research supports the believe that firm 

size influences the quality of corporate governance implementation. 

4.5.2. Leverage Does Not Influence the Quality of Corporate Governance 

Implementation  

 Based on the regression analysis, it can be seen that leverage does not affect 

the quality of corporate governance. This result is similar with the findings from 
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Darmawati (2006), Ulum (2007), Hormati (2009), and Takalamingan (2013). This 

findings is in contrast with those of from Taman (2011) and Sulyanti (2011). This 

result is based on the fact that firms that have high debt level in capital structure is 

likely to be controlled by creditors through the debt contract (Takalamingan, 2013). 

Furthermore, with this debt contract, firms is controlled directly by creditor and less 

focus to the corporate governance implementation (Baruci & Falini, 2005).  

Dechow et al. (1996) in Kurniawati (2012) states that firms with high leverage 

level are motivated to do earnings manipulation. Therefore, creditor uses debt 

contract to engage monitoring toward firms that have high leverage level. Referring 

to Table 4.2, firms tend not to care  ignore the about corporate governance since there 

is direct monitoring from creditor due to high level of leverage.  

On the other hand, this result supports the theory of a substitution story (Black 

et al., 2006). A subsitution story is an opinion that firms with high debt capital 

structure is more monitored by creditors.  As can be seen in Table 4.2, the average 

leverage rate of Indonesia’s firms surpassed 50%. This indicates that firms in 

Indonesia prefer to use debt contract in financing. Meanwhile,  the high leverage rate 

in Indonesia  may indicate that firms fail to pay the debt in the future.  Therefore, 

creditors monitor firms more to convince them that firms are able to pay back the 

debt. As a result, firms will try to ignore corporate governance implementation. 

This findings also support Li et al. (2013) who argues that private lenders do 

more efficient monitors due to their superior access to private information than relying on 
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firms corporate governance. Private lenders, such as banks, are likely to face low 

monitoring costs and enjoy high monitoring efficiency due to the long-term relations 

they develop with borrowers. Banks, by virtue of their exclusive relationship with 

borrowers, through prior lending, cash management or advisory activities, have 

access to private information, and therefore are less exposed to adverse selection and 

moral hazard problems. This evidence supports that bank lenders rely less on the 

borrower’s board governance and shareholder governance. Therefore, leverage does 

not influence the quality of corporate governance implementation. 

4.5.3. Ownership Concentration Does Not Influence the Quality of Corporate 

Governance Implementation 

Based on the statistical result, it can be seen that ownership concentration is not 

included in the fifth model. Therefore, it can be concluded that ownership 

concentration does not have influence on the quality of corporate governance 

implementation. This finding is supported by Taman (2011) and Hormati (2009). On 

the other hand, this finding is in contrast with Darmawati (2006). In her study, she 

states that to reduce agency problem between controlling shareholders and minority 

shareholders, higher number of ownership concentration will improve good 

governance implementation. The contrast between this research and Darmawati is 

based on the data used. Darmawati uses 53 firms rated by IICG in 2003 and 2004 

meanwhile this research using 189 firms rated by IICG in 2001 until 2012. Based on 

descriptive statistics, the average number in ownership concentration in Darmawati is 

55.70 per cent, meanwhile in this research the average number of ownership 
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concentration is 63.07 per cent. The descriptive statistic result in this research shows 

more number in average of ownership concentration Hence, this result is consistent 

with agency problem type II that the appearance is more probable in countries where 

traditionally the ownership is more concentrated (Madaschi, 2010). 

Caprio & Ross (2002), in their corporate governance concepts and international 

observations, mention that concentrated ownership may raise new corporate 

governance problems. Concentrated ownerships may pay themselves special 

devidends, exploit business relationship at expense of minority shareholders, debt 

holders, and other stakeholders. The finding lead to the statement that concentrated 

ownership tend to maximize the private benefits of control at the expense of minority 

shareholder and ignore governance implementation. 

Meanwhile, Barucci & Falini (2005) in their research, the Determinant of 

Corporate Governance in Italy, show that ownerhsip structure is an important 

determinant. They also mention the main problem in a system with concentrated 

ownership is the exploitation of minority shareholders with private benefits for the 

controlling shareholders. Therefore, a firm with the largest shareholder retaining a 

large stake is characterized by poor governance. This interpretation is corroborated by 

the negative effect on the governance quality associated with executive entrenchment 

and by the negative effect (when it is statistically significant) of variables indicates a 

wedge between voting rights and cash flow rights (company controlled by a 

shareholders’ coalition, pyramidal group affiliation). 
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The findings above support the agency theory type II, which is major 

shareholders act on behalf of themselves and try to maximize their benefits as 

exploiting his advantage position. Shleifer and Vishny (1997) explain that large 

investors represent their own interest which do not need to coincide with the interest 

of other investors. Furthermore, in case of countries with poorer shareholder 

protection, Porta et al. (1999) explain the controlling shareholders face the strong 

incentives to monitor manager and maximize profits when they retain substantial cash 

flow rights in addition to control. As another finding, study conducted by Hormati 

(2009) finds that Indonesia's ownership structure is concentrated on a few 

shareholders who hold a majority stake as well as the controlling company, makes it 

easier for owners to control the various strategies. Furthermore, the more 

concentrated the share of ownerships, the more the concentrated ownership ignore the 

minority shareholders’ interest and regulation. The concentrated ownership may 

choose their own preference policies to maximize their power over a firm. Then, 

ownership concentration may ignore the quality of corporate governance 

implementation  

4.5.4. Profitability Influences the Quality of Corporate Governance 

Implementation 

In this research, the variable of profitability affects the quality of corporate 

governance in positive direction. This variable is ranked on the fifth as the influenced 

variable. This research is supported by Nurdiana (2012). On the other hand, 
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profitability in short term does not influence corporate governance. Contrastly, 

profitability in long term does influence corporate governance (Black et al., 2006).  

In this research, profitability is defined as a capability of business entity to 

generate earnings measured by ROE. Higher profitability means that the capability of 

the firms to get more funding is increasing. The more funding sources from 

shareholders are, the more the number of stakeholders will increase. Since high 

profitability reflects that firms are capable to generate earnings from equity funding. 

Singhvi & Desai (1971) in Pramono (2011) state that greater income will motivate 

management to provide extensive information disclosure to provide assurance to 

investors.  

Moreover, Barucci & Falini (2005) show that firm with fund for equity-debt 

market is more likely to adopt a high-quality governance and a better minority 

shareholder protection to attract outside investors with a lower cost of capital. Since 

the higher profitability will attract attention of the investor in equity market, then 

firms are likely to adopt high-quality governance. Therefore, more profitability will 

motivate firms to perform better corporate governance due to increasing number of 

stakeholders (shareholders). 

4.5.5.  Investment Opportunities Does Not Influence the Quality of Corporate 

Governance Implementation 

 Based on the statistical results, it can be seen that investment opportunities is 

not included in the fifth model. Therefore, it can be concluded that investment 
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oppotunities does not have influence on the quality of corporate governance 

implementation. This result is supported by findings from Taman (2011), Hormati 

(2009), and Takalamingan (2013).  

 The fact that in Indonesian context the investment opportunities does not 

influence the quality of corporate governance implementation is supported by 

pecking order theory popularized by Myers & Majluf (1984). Eventhough firms have 

high investment oportunities, firms will choose the available funding wisely. Pecking 

order theory states that a firm in fulfilling the financing need considers the three 

sources; they are, internal funds, debt, and new equity. Pecking oder theory also 

argues that firm prefers internal financing when it is available, and debt is preferred 

over equity if external financing is required due to avoid the increasing asymmetric 

information when the cost of financing is increased. The consideration of asymmetric 

information affects the firm decision whether internal or external funding is used. The 

asymmetric information is raised because the managers know more about their 

companies prospects, risks and value than outside investors . Since firms is preferable 

to internal financing, then there is no need to look after the external funding. Hence, 

firms tends to ignore corporate governance implementation.  

 Wah (2009) finds another finding that firms with high investment 

opportunities are more likely to have more discretionary accruals. However, this 

relationship is weaker when they have Big 5 auditors. This result suggests that the 

likelihood of earnings manipulation is higher for firms with high investment 

opportunities. Furthermore, Taman (2011) explains that there is a possibility that 
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investment opportunity set can be used by managers to manipulate accruals 

management. The manipulation activities shows that firms ignore governance 

implementation. Therefore, corporate governance is tend to be ingored eventhough 

firms have high investment opportunities. 

4.5.6. Regulation Factor Influences the Quality of Corporate Governance 

Implementation 

 The statistical results show that regulations factor affect positively toward the 

quality of corporate governance implementation. The regulations factor used in this 

research are regulations in state-owned and banking firms in Indonesia and it is 

ranked number two with positive direction on variable CGPI (Y). This result is 

supported by Suranti (2009) who finds the influence of regulation factors on the 

quality of corporate governance implementation in banking firms. Darmawati (2006) 

also finds the influence of regulation factors on the quality of corporate governance 

implementation in Indonesian state-owned firms. 

Alexander (2004) states that regulation plays important role to represent the 

public interest in seeing that firms are regulated efficiently. The regulation enhances 

firms (banks and financial firms) to the safety and soundness of the banking system 

and thereby increase economic growth. Alexander (2004) also finds that regulations 

(FSMA & FSA) in UK addresses the principal-agent problem through enhanced 

monitoring; improved disclosure and accounting practices; better enforcement of 

corporate governance rules and the corporate governance framework; and 
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strengthening the institution. Regulations also require banks to establish internal 

compliance programs to monitor other types of risk arising from the growing problem 

of financial crime. 

Coffee (1989) and Gordon (1989) in Aguilera et al. (2012) mention that 

important monitoring mechanisms of corporate governance are found in the domain 

of corporate law and emphasize the importance of mandatory rules. Indonesian 

government puts a lot of attention to its economic structure; they are banking and 

state-owned enterprises. Those industries are expected to support economic stability 

of Indonesia.Thus, government has published some regulation related to how those 

firms may be well operated (Emirzon, 2007 in Suranti, 2009). Mandatory rules are 

adapted in Indonesia through mandatory regulation No. 8/4/PBI/2006 and KEP-

117/M-MBU/2002. Those regulations regulate the mandatory implementation, the 

director responsibilites, the commissioners board number and portion, audit 

commitee, etc.   

Moreover, the Sarbanes-Oxley Act of 2002 (SOX) gives another 

understanding of how regulations affect the quality of coporate governance 

implementation. SOX is applied on both private and public companies in the US as 

an act of major corporate and accounting scandals like Enron and WorldCom. Study 

conducted by Arping & Sautner (2010) find that cross-listed firms became 

significantly more transparent following SOX. Therefore, regulations influence the 

quality of corporate governance implementation. 
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4.5.7. The Quality of External Auditor Influences the Quality of Corporate 

Governance Implementation 

 Based on 8 variables tested, this research is able to give empirical evidence 

that the most infuential factor on the quality of corporate governance implementation 

is the variable of external auditor. The quality of external auditor influences the 

quality of corporate governance implementation with positive coefficient, as it can be 

seen from the biggest beta in Table 4.35. This result is supported by the findings from 

Hormati (2009) and Ulum (2007). Hormati (2009) states that external auditor has a 

role in giving the opinion in auditing report based on evidence and fair presentation. 

 In this research, the quality of external auditor has the most significant effect 

on the quality of corporate governance implementation. Besides, external auditor has 

an important role to give an opinion about the fairness of financial statement. Dobija 

(2013) states that external auditor plays a crucial role in helping to promote financial 

reporting quality by curtailing excessive earnings on management practices and 

serves as an effective monitor to the management. In giving this fairness quality, 

external auditor gives some rank related to the fairness which are unqualified, 

qualified, disclaimer and adverse selection. Then, to give this opinion, external 

auditor has to assess due care since the opinion will affect any decision towards the 

firm.  

Cohen et al. (2009) mentions that auditors place greater reliance on corporate 

governance in all phases of the audit process. Big four public accounting firms have 
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been trusted to give an opinion based on the real fact and regulation. Public also has 

an opinion that the big four are trustable to give an opinion. Therefore, when the big 

four give unqualified opinion then public will trust and rely on it by all means that 

audited firms have good financial performance and good governance implementation.  

In addition, the Sarbanes–Oxley Act (SOX) of 2002 has increased the 

understanding of some scandals happened to Enron, Tyco International, Adelphia, 

Peregrine Systems and WorldCom. This act covers issues such as auditor 

independence, corporate governance, internal control assessment, and enhanced 

financial disclosure. In recent years, auditor takes an important role in reviewing their 

responsibilities in the effectiveness of governance system. Cohen et al. (2009) finds 

that the auditor’s report on the corporate governance environment has improved 

considerably in the post-SOX era. This is because audit committees have been 

substantially more active, knowledgeable, and powerful, as mandated by SOX. 

Therefore, it can be concluded that external auditor has an important role in 

reviewing the corporate governance implementation and has responsibility to it 

through the audit opinion given. This discussion makes an extensive conclusion of 

why external auditor has the most affecting variable on the quality of corporate 

governance implementation. 
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4.5.8.  Proportion of Independent Board Commissioners Influences the Quality 

of Corporate Governance Implementation  

The proportion of independent board of commissioners variable is ranked number 

4 with positive influence to the quality of corporate governance implementation. This 

result is similar with the finding from Rifai (2009) and in contrast with the finding 

from Takalamingan (2013). Rifai (2009) states that independent board of 

commissioners may improve objectivity, independency, and also fairness. On the 

other hand, Takalamingan (2013) argues that independent board of commissioners do 

not have any influence due to the fact that there is no mechanism related to 

independent commisioners selection. But in fact, the mechanism of independent 

commissioners selection has been already regulated in Undang-undang Republik 

Indonesia Nomor 40 Tahun 2007 tentang Perseroan Terbatas. 

Gordon (2007) prevails the history of the rise of the independent board which is 

associated with an increasing orientation of the corporate purpose toward shareholder 

wealth maximization and with a growing role for the board in mediating between the 

firm and the stock market. In addition, the growing focused on director independence 

is stimulated by the desire to enhance the credibility of such decision making to the 

relevant audiences, particularly increasingly active institutional investors.The board 

of commissioners is responsible to look after the firm on behalf of the shareholders’ 

interest. Then, the independent board of commissioners will act on behalf of 

shareholders’ interest and mediating the interest among majority shareholders, 

minority shareholders, and the management. 
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Furthermore, the independent board of commissioners will lead to better 

governance by reducing agency problem type II. As majority shareholders have 

higher access to information, this will create agency problem type II called as 

horizontal agency problem of which controlling shareholders may seek private 

benefits at the expense of noncontrolling shareholders (Ali et al., 2007 in Clemente & 

Labat, 2009). Therefore, to minimize the agency problem type II, independent board 

of commissioners plays important role to act on behalf of any shareholder. 

In indonesia, such regulation exists in Act No. 40, 2007. In this regulation, 

independent board of commissioners is described to have important role to manage 

interest between majority and minority interest. To support this role, KEP-

305/BEJ/07-2004 is created to regulate the minimum portion of independent board of 

commissioners which is 30% from total of commissioners board. It is a minimum 

requirement to list the firms in Indonesian stock market. The higher the number of 

independent board of commissioners, the better the good corporate governance 

implementation. Hence, the proportion of independent board of commissioners 

influences positively the quality of corporate governance implementation. 
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CHAPTER 5 

CONCLUSION 

5.1.  Conclusion 

This study provides an empirical evidence of how some factors could 

influence the quality of corporate governanece implemention. Several factors are 

ranked to understand the effect on the quality of corporate governance. Based on 

the statistical test on eight variables which are assumed influencing the quality of 

corporate governance; namely the quality of external auditor, regulation factor, 

firm size, proportion of board of independent commissioners, profitability, 

leverage, ownership concentration, investment opportunity set. The top five 

ranked variables which affects the quality of corporate governance 

implementation are the quality of external auditor, the regulation factor, firm size, 

proportion of independent commissioners, and profitability. These variables have 

been proven statiscally affecting the quality of corporate governance and 

supporting the agency theory.  This study is able to provide the evidence of how 

these five factors may indicate whether a firm has a good corporate governance or 

not. Meanwhile, several variables, such as leverage, investment opportunity, and 

ownership concentration statisticaly do not affect the quality of corporate 

governance implementation. These three variables streghten the agency theory 

type II and pecking order theory. 

5.2. Research Implication 

 This research is expected to have some implications on theory, practice 

and policy.  
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5.2.1. Implication to Theory 

 This study is able to show that good corporate governance implementation 

will minimize the agency problem. As stated by Jensen & Meckling (1976) that 

agency problem rises due to two parties, agent and principle, who have different 

interests. Hence, it creates asymmetric information. Moreover, good corporate 

governance is needed to maintain the fair distribution of rights and responsibilites. 

Corporate governance is also used as a mean to protect and make sure that firm 

operate on behalf of any parties. Good corporate governance implementation will 

minimize the tension between related parties, indeed minimize the agency 

problem.  

 On the other hand, this study also supports the pecking order theory and 

agency problem type II. This study is able to tell that firms in Indonesia are faced 

the agency problem type II. It can be seen from Table 4.2 (page 41) that 

Indonesian firms on average have 67.45 per cent concentrated ownership. This 

means that the common agency problem happened in Indonesia is agency type II, 

to which the concentrated ownership tend to maximize the private benefits of 

control at the expense of minority shareholders and ignore governance 

implementation. 

5.2.2. Implication to Practice 

 Practically, the implication of this study to practice is to give empirical 

understanding on how several variables can affect the quality of corporate 

governance implementation. The five influenced variables has been already 

discussed in previous chapter by giving explanations on how these variables 

relates to governance implementantion. Hence, firm can consider how to improve 
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their corporate governance implementation through the examined variables. The 

tangible action can be taken by firms to increase the number of independent board 

of commissioners. As discussed in previous chapter, more independent board of 

commissioners will increase the independent decision of firms in monitoring and 

controlling activities. Next, for firm which have increased profit, they need to 

consider the enhancement of  the quality of corporate governance too. As a 

consequence, more stakeholders will be interested in investing to the firms. It is 

also suggested that large firms should engage with Big Four Public Accounting 

Firms. Since they are more reilable in auditing procedures and in the same time 

able to review how good the corporate governance implementation is. Then, firms 

can review the feedback from the auditor and improve the good corporate 

governance implementation 

 This study also gives another understanding for investors or stakeholders 

to determine and compare the quality of corporate governance implementation. 

Investors who are interested in some firms can consider the five empirical 

influenced variables to compare the quality of corporate governance 

implementation. First, investors can compare the profitability, the proportion of 

independent commissioners, and firm size. The higher the profit is, the more 

possibility for firms to grow larger and add the number of independent board of 

commissioners. Then investors or stakeholders can consider whether the firm is 

regulated or not, since the regulation factor, especially the banking and state-

owned firms have already regulated well in corporate governance term. The last 

consideration is the quality of external auditor. Investors can rely more on 
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auditing report published by Big Four Accounting Firms than non Big Four to 

predict the quality of corporate governance implementation.  

5.2.3. Implication to Policy 

 This study empirically shows that regulation factor affects the quality of 

corporate governance on the second rank. It means that regulation plays an 

important role for firm corporate governance and gives guidance of how firm shall 

act. As tested based on two regulations which are mandatory regulation No. 

8/4/PBI/2006 and KEP-05/PM/2002, these regulations have been adapted well in 

banking and stated-owned enterprise firms as shown by the better governance 

score. Therefore, government or any related institutions shall make regulation and 

monitor its impelementation for firms operated in Indonesia. These regulations are 

necessesary to improve the quality of corporate governance in Indonesia 

5.3. Research Limitation 

Limitations in this study are the weaknesses recognized during the 

research. This limitation will provide suggestion to the subsequent research in 

corporate governance area. 

1. This research uses CGPI score from IICG as dependent variable to measure 

the quality of corporate governance implementantion. The research conducted 

by IICG is a voluntary participation of any firms. Then, there is still few firms 

who collaborate in the research. Furthermore, IICG score does not fully 

represent the real condition in Indoenesia.  

2. Firms used in this study are firms listed in IDX. From the sampling procedure, 

it can be seen that many firms rated by IICG cannot be used as sample 
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because they are not listed in the IDX. Hence, the number of sample in this 

study is relatively small.  

3. The firm size variable in this study is supposed to be transformed to log 

natural form. However, in order to fulfill the normality of assumption, the 

variable is transformed to inverse form. Because of this, the standar of 

deviation is large.  

5.4. Suggestions for Future Research 

Based on some weaknesess in this study, below are some suggestion for 

future research related to corporate governance 

1. As an alternative for another measurement of corporate governance 

implementation, future research can consider the valuation used by Annual 

Report Award (ARA). This event is participated by more firms annually than 

the IICG research. 

2. In relation to the sampling used, future research can consider to collect 

financial data manually and directly from the firms to provide more reliable 

results to add the number of samples. This suggestion may lead to the  more 

valid results. 

3. Another proxy can be used to measure firm size, for example using sales 

record. Meanwhile, profitability can be measured by using ROA. The more 

proxies used related to corporate governance will show whether the variable 

truly affects or not.  
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APPENDIX 1: SAMPLE 

Sample 2001 

 

CODE CGPI 

X1 X2 X3 X4 X5 X6 X7 X8 

Firm Size Leverage 
Ownership 

Concentration 
Profitability IOS 

Reg 

Factor 

External 

Auditor 
Proportion 

TINS 78,94 1.921.951.000.000 0,2233 60,00% 0,0246 0,1450 0 1 0,1666667 

ASII 77,19 26.573.546.000.000 0,9034 49,63% 0,3290 1,9248 0 1 0 

BBCA 76,56 103.206.297.000.000 0,9053 52,61% 0,3192 0,8884 0 0 0 

ANTM 70,75 2.555.511.000.000 0,2488 65,00% 0,1866 0,5129 0 0 0 

MEDC 69,94 5.358.937.000.000 0,1919 85,44% 0,1627 1,1542 0 1 0 

MTDL 66,13 537.519.000.000 0,4227 86,33% 0,3430 0,7702 0 0 0,3333333 

MPPA 66,06 2.732.434.000.000 0,3743 45,72% 0,0592 0,6885 0 0 0,3333333 

KLBF 65,19 1.877.316.000.000 0,8824 52,30% 0,1480 4,1385 0 0 0,4 

BMTR 65,13 3.755.068.000.000 0,6353 32,06% 0,2495 1,0581 0 1 0 

ASGR 65,00 837.637.000.000 0,7087 78,79% 0,1093 1,9284 0 1 0,4 

DNKS 64,75 568.511.000.000 0,6456 71,46% 0,2930 2,0390 0 0 0,4 

CPIN 61,94 2.046.331.000.000 0,6197 55,34% 0,1545 0,7145 0 0 0,3333333 

KOMI 59,44 619.645.000.000 0,1033 55,13% 0,1019 0,5725 0 0 0,3333333 

LTLS 58,88 762.821.000.000 0,4889 63,33% 0,1256 0,4801 0 0 0,3333333 

AUTO 58,75 1.767.868.000.000 0,5308 87,31% 0,3083 1,1076 0 1 0,3333333 

MKDO 55,13 913.372.000.000 0,1470 56,96% 0,0487 3,3521 0 0 0 

UNTR 53,50 6.464.186.000.000 0,8739 50,00% 0,2920 0,6827 0 0 0,3333333 

BASS 48,94 514.321.000.000 0,4870 70,98% 0,1309 1,8791 0 0 0 
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Sample 2002 

CODE CGPI 

X1 X2 X3 X4 X5 X6 X7 X8 

 Firm Size Leverage 
Ownership 

Concentration 
Profitability IOS 

Reg 

Factor 

External 

Auditor 
Proportion 

ASII 87,95 26.185.605.000.000 0,5308 48,13% 0,5596 1,2642 0 1 0,3636 

BBNI 87,00 125.623.157.000.000 0,9345 99,12% 0,3047 2,6360 1 1 0 

BBCA 90,46 117.304.586.000.000 0,9019 52,24% 0,2209 1,2931 0 1 0,6 

BNGA 88,55 22.837.562.000.000 0,9354 50,99% 0,0956 1,8367 0 1 0,2857 

BMTR 85,31 4.009.558.000.000 0,5820 37,59% 0,2075 1,7336 0 1 0 

DNKS 85,17 660.949.000.000 0,5798 71,46% 0,3355 1,2862 0 1 0,4 

KLBF 88,42 2.015.538.000.000 0,7569 52,30% 0,5449 2,2794 0 1 0,3333 

UNVR 86,93 3.091.853.000.000 0,3468 85,00% 0,4843 6,8751 0 1 0 
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Sample 2003 

CODE CGPI 

X1 X2 X3 X4 X5 X6 X7 X8 

 Firm Size Leverage 
Ownership 

Concentration 
Profitability IOS 

Reg 

Factor 

External 

Auditor 
Proportion 

ASGR 76,76 704.664.000.000 0,5281 70,00% 0,0644 1,3368 0 1 0,4000 

ASII 81,2 27.404.308.000.000 0,5072 58,06% 0,3776 1,7226 0 1 0,7500 

BABP 70,7 3.254.898.000.000 0,9250 41,00% 0,1159 1,2981 0 1 0,4000 

BNGA 74,16 23.749.329.000.000 0,9168 52,82% 0,2366 1,3726 0 1 0,0000 

BFIN 68,6 1.126.413.000.000 0,4567 44,40% 0,1606 1,1132 0 1 0,6667 

BMTR 68,56 5.927.586.000.000 0,6853 37,47% 0,1296 1,7571 0 1 0,0000 

DNKS 72,46 826.778.000.000 0,5227 71,46% 0,3182 2,7723 0 1 0,4000 

KLBF 72,84 2.448.390.000.000 0,6614 52,60% 0,3895 4,8987 0 1 0,3333 
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Sample 2004 

CODE CGPI 

X1 X2 X3 X4 X5 X6 X7 X8 

 Firm Size Leverage 
Ownership 

Concentration 
Profitability IOS 

Reg 

Factor 

External 

Auditor 
Proportion 

AALI 82,31 3.382.821.000.000 0,3636 79,94% 0,3877 2,3609 0 1 0,0000 

ASGR 80,52 571.015.000.000 0,4202 76,87% 0,1128 1,3036 0 1 0,3333 

ASII 85,87 39.145.053.000.000 0,4962 52,36% 0,3279 2,3575 0 1 0,5000 

BABP 81,29 3.802.123.000.000 0,9294 58,32% 0,1179 1,2542 0 1 0,0000 

BBCA 85,14 149.168.842.000.000 0,9066 51,25% 0,2295 2,6033 0 1 0,4000 

BNGA 84,23 30.798.312.000.000 0,9231 52,49% 0,2794 1,5141 0 1 0,0000 

BNLI 83,33 31.756.642.000.000 0,9248 31,55% 0,2660 2,4560 0 1 0,3000 

BFIN 82,55 1.068.273.000.000 0,2747 47,48% 0,0223 1,1480 0 0 0,6667 

DNKS 83,72 1.050.887.000.000 0,4450 71,46% 0,3351 2,4011 0 1 0,4000 

KLBF 80,24 3.016.864.000.000 0,5096 52,60% 0,3054 3,6638 0 1 0,3333 
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Sample 2005 

CODE CGPI 

X1 X2 X3 X4 X5 X6 X7 X8 

 Firm Size Leverage 
Ownership 

Concentration 
Profitability IOS 

Reg 

Factor 

External 

Auditor 
Proportion 

ANTM 81,92 6.402.714.000.000 0,5268 65,00% 0,2779 2,2511 1 1 0,4000 

ASGR 78,33 518.804.000.000 0,4509 76,87% 0,1266 1,3967 0 1 0,5000 

ASII 83,01 46.985.862.000.000 0,4843 50,11% 0,2843 2,1515 0 1 0,3333 

BNBR 72,32 7.012.882.000.000 0,3397 67,93% 0,0701 0,7782 0 0 0,3333 

UNSP 65,98 1.244.909.000.000 0,6058 52,13% 0,2358 1,9713 0 0 0,0000 

BMRI 83,66 263.383.348.000.000 0,9118 68,91% 0,0260 1,4159 1 1 0,4286 

BBNI 79,39 147.812.206.000.000 0,9193 99,12% 0,1191 1,4149 1 1 0,0000 

BNGA 89,27 41.579.861.000.000 0,9045 64,14% 0,1379 1,2006 0 1 0,5556 

BNLI 77,5 34.782.459.000.000 0,9245 44,51% 0,1147 2,1460 0 1 0,3000 

BFIN 69,23 1.199.023.000.000 0,2801 38,22% 0,1014 0,8682 0 0 0,7500 

ISAT 74,62 32.787.133.000.000 0,5580 44,32% 0,1134 2,0762 0 1 0,3333 

KLBF 78,7 4.728.369.000.000 0,3852 47,13% 0,2735 4,2086 0 1 0,4000 

MEDC 87,4 15.182.460.000.000 0,5928 42,59% 0,1401 2,1438 0 1 0,4000 

PJAA 56,06 905.996.000.000 0,2862 72,00% 0,1927 1,1147 0 1 0,4000 

PTBA 67,46 2.839.690.000.000 0,2735 65,02% 0,2275 2,0205 1 1 0,3333 

TLKM 81,3 62.171.044.000.000 0,5239 51,19% 0,3432 5,1066 1 1 0,4000 

TRIM 59,16 642.097.000.000 0,4570 44,38% 0,2061 1,5185 0 1 0,0000 

UNTR 75,56 10.633.839.000.000 0,6099 58,45% 0,2559 2,5525 0 1 0,4286 
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Sample 2006 

CODE CGPI 

X1 X2 X3 X4 X5 X6 X7 X8 

 Firm Size Leverage 
Ownership 

Concentration 
Profitability IOS 

Reg 

Factor 

External 

Auditor 
Proportion 

ADHI 81,79 2.869.948.000.000 0,8452 51,00% 0,2169 3,2702 1 0 0,4000 

ANTM 82,07 7.290.906.000.000 0,4127 65,00% 0,3627 3,5644 1 1 0,4000 

APEX 77,61 4.043.663.000.000 0,5208 51,50% 0,1965 2,3423 0 1 0,3333 

ASGR 80,3 584.839.000.000 0,4940 76,87% 0,1877 1,3900 0 1 0,3333 

BNBR 76,31 8.666.760.000.000 0,3649 61,34% 0,0481 0,9336 0 0 0,7500 

BBNI 79,46 169.415.573.000.000 0,9125 97,48% 0,1304 1,6620 1 1 0,0000 

BMRI 88,66 267.517.192.000.000 0,9015 67,47% 0,0920 2,2483 1 1 0,5714 

BNGA 87,9 46.544.346.000.000 0,8970 64,00% 0,1353 2,3102 1 1 0,5000 

BNLI 78,85 37.845.423.000.000 0,8992 44,51% 0,0846 1,7727 1 1 0,5000 

CMNP 69,78 1.967.088.000.000 0,3266 64,36% 0,0947 2,5714 0 0 0,4286 

ISAT 77,42 34.228.658.000.000 0,5500 44,87% 0,0928 2,4128 0 1 0,3333 

KLBF 89,7 4.624.619.000.000 0,2337 49,59% 0,2259 4,0355 0 1 0,4000 

PJAA 67,5 954.271.000.000 0,2416 72,00% 0,1745 2,2562 0 0 0,0000 

PTBA 80,87 3.107.734.000.000 0,2575 65,02% 0,2116 3,5383 1 1 0,3333 

UNTR 81,53 11.247.846.000.000 0,5874 58,45% 0,2025 4,0654 0 1 0,3333 
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Sample 2007 

CODE CGPI 

X1 X2 X3 X4 X5 X6 X7 X8 

 Firm Size Leverage 
Ownership 

Concentration 
Profitability IOS 

Reg 

Factor 

External 

Auditor 
Proportion 

ADHI 82,07 4.333.167.000.000 0,8741 51,00% 0,2101 4,6115 1 0 0,4000 

ANTM 83,41 12.037.917.000.000 0,2719 65,00% 0,5857 4,8707 1 1 0,2500 

ELTY 69,17 5.708.016.000.000 0,2642 60,50% 0,0325 2,9436 0 0 0,2500 

BMRI 89,86 319.085.590.000.000 0,9083 66,97% 0,1487 2,4658 1 1 0,7143 

BNGA 88,3 93.797.189.000.000 0,9026 63,13% 0,1661 1,2131 1 1 0,6000 

NISP 79,83 28.969.069.000.000 0,8837 72,35% 0,0742 1,5380 1 1 0,5000 

BFIN 74,49 2.523.979.000.000 0,5233 37,97% 0,1664 0,8151 0 0 1,0000 

CMNP 69,66 2.720.480.000.000 0,4761 56,38% 0,0886 3,2330 0 0 0,4286 

ISAT 80,24 45.305.086.000.000 0,6283 44,90% 0,1234 2,8410 0 1 0,3000 

WEHA 60,55 102.347.000.000 0,3614 69,35% 0,0645 3,1216 0 0 0,3333 

PJAA 68,82 1.277.133.000.000 0,3622 72,00% 0,1731 2,1626 0 0 0,4000 

PTBA 81,23 3.928.071.000.000 0,2843 65,02% 0,2716 9,8780 1 0 0,3333 

UNTR 83,42 13.002.619.000.000 0,5550 58,45% 0,2604 5,4214 0 1 0,3750 

WIKA 78,55 4.133.064.000.000 0,6719 68,42% 0,1000 2,5808 1 0 0,4000 
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Sample 2008 

CODE CGPI 

X1 X2 X3 X4 X5 X6 X7 X8 

 Firm Size Leverage 
Ownership 

Concentration 
Profitability IOS 

Reg 

Factor 

External 

Auditor 
Proportion 

ADHI 81,54 5.125.369.000.000 0,8830 51,00% 0,1395 0,8324 1 0 0,4000 

ANTM 85,87 10.245.041.000.000 0,2080 65,00% 0,1697 1,2894 1 1 0,4000 

ELTY 76,93 8.334.991.000.000 0,3760 30,76% 0,0604 0,3181 0 0 0,4000 

BNGA 88,37 103.197.574.000.000 0,9093 77,24% 0,0729 1,2609 1 1 0,5000 

BMRI 90,65 358.438.678.000.000 0,9148 66,80% 0,1742 1,3734 1 1 0,5000 

BBNI 81,63 201.741.069.000.000 0,9234 76,36% 0,0794 0,6663 1 1 0,5714 

PTBA 82,27 6.106.828.000.000 0,3323 65,02% 0,4271 3,9765 1 1 0,4000 

BUMI 73,82 58.253.000.000.000 0,5973 73,89% 0,4093 1,0226 0 0 0,0000 

ELSA 81,74 3.317.816.000.000 0,5081 41,67% 0,0829 0,5291 0 1 0,4000 

JSMR 81,62 14.642.760.000.000 0,5299 70,00% 0,1077 0,9416 1 0 0,3333 

WEHA 68,71 132.430.000.000 0,4735 66,90% 0,0694 0,8233 0 0 0,3333 

TLKM 88,67 91.256.250.000.000 0,5179 52,47% 0,3095 4,0538 1 1 0,4000 

UNTR 85,44 22.847.721.000.000 0,5097 59,50% 0,2390 1,3150 0 1 0,3750 
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Sample 2009 

CODE CGPI 

X1 X2 X3 X4 X5 X6 X7 X8 

 Firm Size Leverage 
Ownership 

Concentration 
Profitability IOS 

Reg 

Factor 

External 

Auditor 
Proportion 

ADHI 82,23 5.629.454.000.000 0,8684 52,28% 0,2264 1,0100 1 0 0,2500 

ANTM 85,99 9.939.996.000.000 0,1759 65,00% 0,0742 2,5707 1 1 0,4000 

AUTO 76,99 4.644.939.000.000 0,2718 95,65% 0,2394 1,3819 0 1 0,3333 

BTEL 69,42 11.436.275.000.000 0,5596 77,46% 0,0195 0,8312 0 0 0,4000 

ELTY 76,96 11.592.631.000.000 0,4998 24,33% 0,0285 0,8280 0 0 0,3333 

BNGA 91,42 107.104.274.000.000 0,8947 96,91% 0,1399 1,5007 1 1 0,5000 

BABP 77,6 7.005.700.000.000 0,9229 67,07% 0,0093 1,1003 1 1 0,8000 

BMRI 91,67 394.616.604.000.000 0,9106 66,73% 0,2038 2,7792 1 1 0,6667 

BBNI 84,58 227.496.967.000.000 0,9157 76,36% 0,1298 1,5640 1 1 0,5714 

PTBA 84,11 8.078.578.000.000 0,2838 65,02% 0,4784 6,9714 1 1 0,4000 

BUMI 69,33 69.662.728.000.000 0,7846 82,13% 0,1295 3,4031 0 0 0,2500 

ELSA 82,55 4.210.421.000.000 0,5430 41,67% 0,2441 1,3568 0 1 0,4000 

JSMR 82,65 16.174.264.000.000 0,5211 70,00% 0,1382 1,7134 1 0 0,3333 

KRAS 82,98 12.795.803.000.000 0,5431 80,00% 0,0852 3,2605 1 1 0,5000 

WEHA 69,97 155.438.000.000 0,5262 66,90% 0,0701 0,7166 0 0 0,3333 

PGAS 70,69 28.670.440.000.000 0,5543 56,97% 0,5309 3,3878 1 1 0,4000 

TLKM 89,04 97.559.606.000.000 0,4883 52,47% 0,2906 4,8862 1 1 0,4000 

TINS 73,19 4.855.712.000.000 0,2935 65,00% 0,0915 2,9347 1 1 0,5000 

UNTR 86,89 24.404.828.000.000 0,4283 59,50% 0,2758 3,7249 0 1 0,3750 
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Sample 2010 

CODE CGPI 

X1 X2 X3 X4 X5 X6 X7 X8 

 Firm Size Leverage 
Ownership 

Concentration 
Profitability IOS 

Reg 

Factor 

External 

Auditor 
Proportion 

ADHI 77,28 4.927.697.000.000 0,8239 52,28% 0,2200 1,9036 1 0 0,4000 

ANTM 86,15 12.310.732.000.000 0,2201 65,00% 0,1757 2,4394 1 1 0,5000 

AUTO 78,11 5.585.852.000.000 0,2654 95,65% 0,2956 2,7864 0 1 0,3000 

BTEL 73,97 12.352.891.000.000 0,5795 78,97% 0,0019 1,2885 0 0 0,4000 

ELTY 77,36 17.064.196.000.000 0,3858 75,18% 0,0223 0,7813 0 0 0,3333 

BNGA 91,46 143.652.852.000.000 0,9037 96,92% 0,1851 3,2874 1 1 0,5000 

BMRI 91,81 449.774.551.000.000 0,9065 60,00% 0,2219 3,2524 1 1 0,5714 

BBNI 85,35 248.580.529.000.000 0,8666 60,00% 0,1238 2,1601 1 1 0,5714 

BJBR 78,19 43.445.700.000.000 0,8851 38,26% 0,1784 2,7888 0 1 0,6000 

BBTN 85,7 68.385.539.000.000 0,9057 72,13% 0,1421 2,1935 1 1 0,6000 

PTBA 84,33 8.722.699.000.000 0,2616 65,02% 0,3155 8,3056 1 1 0,4000 

BUMI 70,83 78.879.491.000.000 0,7478 68,54% 0,1924 4,3204 0 0 0,2500 

ITMG 77,42 9.797.547.000.000 0,3383 65,00% 0,2831 8,8456 0 1 0,3333 

JSMR 83,41 18.952.129.000.000 0,5589 70,00% 0,1542 3,0090 1 0 0,4286 

KRAS 85,19 17.584.059.000.000 0,4640 80,00% 0,1143 2,0368 1 1 0,5000 

WEHA 70,1 230.380.000.000 0,6768 66,90% 0,0040 1,1835 0 0 0,3333 

TLKM 89,1 99.758.447.000.000 0,4345 52,85% 0,2597 3,6082 1 1 0,4000 

TINS 70,73 5.881.108.000.000 0,2853 65,00% 0,2256 3,2933 1 1 0,5000 

UNTR 87,36 29.700.914.000.000 0,4557 59,50% 0,2400 4,9069 0 1 0,5000 

WIKA 79,9 6.286.305.000.000 0,6951 66,41% 0,1581 2,2548 1 0 0,4000 
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Sample 2011 

CODE CGPI 

X1 X2 X3 X4 X5 X6 X7 X8 

 Firm Size Leverage 
Ownership 

Concentration 
Profitability IOS 

Reg 

Factor 

External 

Auditor 
Proportion 

ADMF 78 16.889.452.000.000 0,7382 95,00% 0,3575 2,8724 0 1 42,8571% 

ANTM 87 15.201.235.000.000 0,2914 65,00% 0,1787 1,4345 1 1 33,3333% 

AUTO 79 6.964.227.000.000 0,3218 95,65% 0,2341 2,7758 0 1 40,0000% 

BNBR 76 25.212.651.000.000 0,5174 56,16% 0,0881 0,3929 0 0 50,0000% 

ELTY 77 17.707.950.000.000 0,3843 88,84% 0,0013 0,4357 0 0 40,0000% 

BNGA 90 166.801.130.000.000 0,8899 96,92% 0,1729 1,6524 1 1 50,0000% 

BMRI 92 551.891.704.000.000 0,8865 60,00% 0,1992 2,4887 1 1 57,1429% 

BCIC 79 13.127.198.000.000 0,9237 100,00% 0,2273 1,4007 1 0 0,0000% 

BBNI 86 299.058.161.000.000 0,8735 60,00% 0,1583 1,8539 1 1 57,1429% 

BBNP 80 6.572.647.000.000 0,9113 60,31% 0,1169 0,9196 1 0 60,0000% 

NISP 86 59.834.397.000.000 0,8899 85,08% 0,1143 1,1425 1 1 57,1429% 

BBRI 84 469.899.284.000.000 0,8940 56,75% 0,3070 3,3089 1 1 50,0000% 

BBTN 86 89.121.459.000.000 0,9178 71,85% 0,1402 1,4453 1 1 50,0000% 

BRAU 66 18.673.179.000.000 0,7455 85,00% 0,3070 3,0482 0 1 0,0000% 

BJBR 78 54.448.658.000.000 0,9011 38,26% 0,1787 1,6215 0 1 60,0000% 

PTBA 83 11.507.104.000.000 0,2904 65,02% 0,3779 4,8961 1 1 33,3333% 

BUMI 73 66.814.128.000.000 0,8675 68,54% 0,1828 4,2354 0 0 25,0000% 

GIAA 86 18.009.967.000.000 0,5809 69,14% 0,1071 1,4250 1 1 40,0000% 

JSMR 84 21.432.134.000.000 1,3194 70,00% 0,1333 3,0908 1 0 42,8571% 

MTLA 67 1.729.840.000.000 0,2182 37,50% 0,1158 1,3731 0 1 33,3333% 

WEHA 69 262.754.000.000 0,5949 66,90% 0,0566 0,9224 0 0 33,3333% 

TLKM 90 103.054.000.000.000 0,4083 53,88% 0,2539 2,3307 1 1 40,0000% 
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TINS 76 6.569.807.000.000 0,3002 65,00% 0,1951 1,8281 1 1 0,0000% 

UNTR 88 47.440.062.000.000 0,3992 59,50% 0,2132 3,5736 0 1 50,0000% 
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Sample 2012 

CODE CGPI 

X1 X2 X3 X4 X5 X6 X7 X8 

 Firm Size Leverage 
Ownership 

Concentration 
Profitability IOS 

Reg 

Factor 

External 

Auditor 
Proportion 

ADMF 79,24 25.460.457.000.000 0,8022 95,00% 0,2792 1,9461 0 1 0,4286 

ASSA 75,1 2.108.998.307.963 0,6525 24,95% 0,0144 1,9700 0 1 0,3333 

ANTM 88,7 19.708.540.946.000 0,3489 65,00% 0,2332 0,9514 1 1 0,3333 

AUTO 80,03 8.881.642.000.000 0,3824 84,91% 0,1962 2,6009 0 1 0,2500 

BNBR 69,22 15.657.586.660.000 0,6513 54,50% 0,0650 0,8584 0 0 0,5000 

BBCA 85,29 442.994.197.000.000 0,8805 50,28% 0,2258 4,3231 1 1 0,6000 

BNGA 89,75 197.412.481.000.000 0,8853 96,92% 0,1891 1,2204 1 1 0,5000 

BMRI 91,88 635.618.708.000.000 0,8796 60,00% 0,2124 2,4448 1 1 0,5714 

BBNI 86,06 333.303.506.000.000 0,8694 60,00% 0,1655 1,5694 1 1 0,5714 

NISP 85,95 79.141.737.000.000 0,8869 85,00% 0,0956 1,4466 1 1 0,5000 

BNLI 81,82 131.798.595.000.000 0,9052 44,56% 0,1097 1,1250 1 1 0,5556 

BBRI 85,56 551.336.790.000.000 0,8823 56,75% 0,2879 2,6425 1 1 0,5000 

BBTN 85,43 111.748.593.000.000 0,9080 61,35% 0,1327 1,4609 1 1 0,5000 

ITMG 79,16 14.420.136.000.000 0,3278 65,00% 0,4256 4,8433 0 1 0,3333 

JSMR 84,53 24.753.551.441.000 0,6046 70,00% 0,1569 3,7864 1 0 0,3333 

MTLA 67,55 2.015.753.000.000 0,2973 37,50% 0,1312 2,6341 0 1 0,3333 

WEHA 70,12 386.060.675.421 0,7802 66,90% 0,0699 0,8579 0 0 0,3333 

PTBA 83,8 12.728.981.000.000 0,3318 65,02% 0,2668 4,0907 1 1 0,3333 

TLKM 90,58 111.369.000.000.000 0,3986 51,19% 0,2745 2,7240 1 1 0,4000 

TINS 77,81 6.101.007.000.000 0,2529 65,00% 0,0956 1,7004 1 1 0,5000 

UNTR 85,01 50.300.633.000.000 0,3578 59,50% 0,1814 2,2750 0 1 0,5000 

WIKA 80,36 10.945.209.418.000 0,7429 65,49% 0,1808 3,2124 1 0 0,3333 
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APPENDIX 2: STATISTIC RESULTS 

Descriptive Statistic 

 

 N Minimum Maximum Mean Std. Deviation 

Firm Size (X1) 189 319917,00 25211480,00 5365612,0053 5289131,23283 

Leverage (X2) 189 ,10 ,94 ,5951 ,24351 

Ownership 

Concentration (X3) 

189 ,24 1,00 ,6307 ,15588 

Profitability (X4) 189 ,00 ,59 ,1913 ,11377 

IOS (X5) 189 ,10 6,90 ,6745 ,64163 

Regulation Factor (X6) 189 ,00 1,00 ,4233 ,49539 

External Auditor (X7) 189 ,00 1,00 ,6984 ,46017 

Proportion (X8) 189 ,00 1,00 ,3742 ,18267 

CGPI (Y) 189 48,94 91,91 78,7599 8,66674 

Valid N (listwise) 189     

 

Normal P-P Plot of Regression Standardized Residual Graphic 
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One-Sample Kolmogorov-Smirnov Table 

 

 Unstandardized 

Residual 

N 189 

Normal Parameters
a,b

 
Mean ,0000000 

Std. Deviation 6,07257590 

Most Extreme Differences 

Absolute ,080 

Positive ,048 

Negative -,080 

Kolmogorov-Smirnov Z 1,099 

Asymp. Sig. (2-tailed) ,178 

a. Test distribution is Normal. 

b. Calculated from data. 

 

Multicollinearity Table 

Coefficients
a
 

 Collinearity 

Statistics 

Tolerance VIF 

 Firm Size (X1) 0.491 2.035 

Leverage (X2) 0.660 1.516 

Ownership Concentration (X3) 0.919 1.088 

Profitability (X4) 0.750 1.334 

IOS (X5) 0.817 1.225 

Reg Factor (X6) 0.688 1.454 

External Auditor (X7) 0.772 1.295 

Proportion (X8) 0.808 1.237 

 a. Dependent Variable: CGPI (Y) 
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Heteroskedasticity Table 

Coefficients
a
 

Model 

t Sig. 

1    

Firm Size (X1) -1.569 0.119 

Leverage (X2) -0,82 0.935 

Ownership Concentration (X3) -1.542 0.125 

Profitability (X4) 1.002 0.318 

IOS (X5) 0.903 0.368 

Reg Factor (X6) -0.729 0.467 

External Auditor (X7) 0.734 0.464 

Proportion (X8) -1.045 0.297 

a. Dependent Variable: Residual 

 

Autocorrelation Model Table 

Model Summary
b
 

Model 
R 

R 

Square 

Adjusted R 

Square 

Std. Error of the 

Estimate 

Durbin-

Watson 

 1 0.713
a
 0.509 0.487 6.20606 2.129 

a. Predictors: (Constant). Proportion (X8). IOS (X5). Ownership Concentration 

(X3). Leverage (X2). External Auditor (X7). Reg Factor (X6). Profitability (X4). 

Firm Size (X1) 

b. Dependent Variable: CGPI (Y) 
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Durbin Watson Table 

dL dU 4-dL 4-dU 

1.672 1.851 2.328 2.149 

 

Regression Model 1  

Coefficients
a
 

Model Unstandardized 

Coefficients 

Standardized 

Coefficients 

B Std. Error Beta 

1 (Constant) 73.957 0.755  

Firm Size (X1) 8.950E-7 0.000 0.546 

a. Dependent Variable: CGPI (Y) 

 

ANOVA Table 

ANOVA
f
 

Model Sum of Squares df Mean Square F Sig. 

1 Regression 4213.195 1 4213.195 79.519 0.000
a
 

Residual 9907.941 187 52.984   

Total 14121.137 188    

a. Predictors: (Constant). Firm Size (X1) 

f. Dependent Variable: CGPI (Y) 
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Coefficient of Determination Model 1 

Model Summary 

Adjusted R Square 

Std. Error of the 

Estimate 

0.295 7.27899 

a. Predictors: (Constant). Firm Size (X1) 

Regression Model 2  

Variables B tcount Significant Information 

Constants 70.425       

X1 (firm size) 7.109×10
-7

 7.242 0.000 Significant 

X7 (external auditor) 6.473 5.737 0.000 Significant 

α = 0.050 

R = 0.635 

The coefficient of determination 

(Adj. R
2
)  

= 0.397 

F-count = 63.003 

F-table (F2.186. 0.05)  = 3.045 

significance = 0.000 

t-table (t186. 0.05)  = 1.973 

 

Coefficient of Determination Model 2 

Model Summary 

Model 

R R Square 

Adjusted R 

Square 

Std. Error of the 

Estimate 

 2 0.635
b
 0.404 0.397 6.72750 

b. Predictors: (Constant). Firm Size (X1), External Auditor (X7) 
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Regression Model 3  

Variable B tcount Significant Information 

Constant 69.561       

X1 (firm size) 4.704×10
-7

 4.545 0.000 Significant 

X7 (external auditor) 6.269 5.914 0.000 Significant 

X6 (Reg Factor) 5.426
 

5.100 0.000 Significant 

α = 0.050 

R = 0.691 

The coefficient of determination (Adj. 

R
2
)  

= 0.469 

F-count = 56.321 

F-table (F3.185. 0.05)  = 2.653 

Significants = 0.000 

t-table (t185. 0.05)  = 1.973 

 

Coefficient of Determination Model 3 

Model Summary 

Model 

R R Square 

Adjusted R 

Square 

Std. Error of the 

Estimate 

 3 0.691
c
 0.477 0.469 6.31619 

c. Predictors: (Constant). Firm Size (X1), External Auditor (X7), 

Regulation Factor (X6) 
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Regression Model 4  

Variable B tcount Significant Information 

Constants 67.431       

X1 (firm size) 4.156×10
-7

 3.997 0.000 Significant 

X7 (external auditor) 6.259 5.999 0.000 Significant 

X6 (regulation factor) 4.991
 

4.709 0.000 Significant 

X8 (proportion) 6.989 2.644 0.009 Significant 

α = 0.050 

R = 0.705 

The coefficient of determination 

(Adj. R
2
)  

= 0.486 

F-count = 45.357 

F-table (F4.184. 0.05)  = 2.421 

Significant = 0.000 

t-table (t184. 0.05)  = 1.973 

 

Coefficient of Determination Model 4 

Model Summary 

Model 

R R Square 

Adjusted R 

Square 

Std. Error of the 

Estimate 

 4 0.705
d
 0.496 0.486 6.21631 

b. Predictors: (Constant). Firm Size (X1), External Auditor (X7), 

Regulation Factor (X6), Proportion (X4) 
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Regression Model 5  

Variable B tcount Significant Information 

Constants 65.795       

X1 (firm size) 4.233×10
-7

 4.104 0.000 Significant 

X7 (external auditor) 5.478 4.974 0.000 Significant 

X6 (regulation factor) 4.905
 

4.665 0.000 Significant 

X8 (proportion) 8.265 3.070 0.002 Significant 

X4 (profitability) 8.878 2.060 0.041 Significant 

α = 0.050 

R = 0.713 

The coefficient of determination 

(Adj. R
2
)  

= 0.494 

F-count = 37.774 

F-table (F5.183. 0.05)  = 2.263 

Significantsi = 0.000 

t-table (t183. 0.05)  = 1.973 

 

Coefficient of Determination Model 5 

Model Summary 

Model 

R R Square 

Adjusted R 

Square 

Std. Error of the 

Estimate 

 5 0.713
e
 0.508 0.494 6.16225 

e. Predictors: (Constant). Firm Size (X1), External Auditor (X7), 

Regulation Factor (X6), Proportion (X4), Profitability (X4) 
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DETERMINAN KUALITAS IMPLEMENTASI CORPORATE 

GOVERNANCE DI INDONESIA 

(Studi Kasus pada Perusahaan-Perusahaan yang Diperingkat oleh The 

Indonesian Institute For Corporate Governance) 

  

Oleh: 

Rhenca Alvananda Pristara 

 

Dosen Pembimbing: 

Yeney Widya Prihatiningtias, SE., MSA., DBA., Ak., CA. 

  

Abstrak 

 

Tujuan dari penelitian ini adalah untuk menemukan bukti empiris apakah 

beberapa variabel dapat mempengaruhi kualitas Good Corporate Governance. 

Penelitian ini menggunakan delapan variabel independen dan Corporate 

Governance Perception Index sebagai variabel dependen. Sampel yang digunakan 

dalam penelitian ini adalah 189 perusahaan Indonesia dinilai oleh The Indonesian 

Institute for Corporate Governance pada periode 2001-2012 dan tercatat di BEI. 

Sampel dipilih dengan menggunakan nonprobability random sampling (metode 

purposive sampling). Studi ini memberikan bukti empiris bahwa kualitas 

penerapan corporate governance dipengaruhi oleh lima variabel, yaitu kualitas 

auditor eksternal, faktor regulasi, ukuran perusahaan, proporsi dewan komisaris 

independen, dan profitabilitas. Penelitian ini membuktikan beberapa teori yang 

berkaitan dengan tata kelola perusahaan, yaitu agency theory, agency theory type 

II, dan Pecking Order Theory . 

Kata  kunci  :   Corporate Governance Perception Index, kualitas Corporate 

Governance, Kualitas Auditor Eksternal, Faktor Regulasi, Ukuran 

Perusahaan, Proporsi Dewan Komisaris Independen, 

Profitabilitas, Leverage, Ownership Concentration, Investment 

Opportunity Set 
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DETERMINANTS OF CORPORATE GOVERNANCE 

IMPLEMENTATION QUALITY IN INDONESIA 

(A Study on Firms Rated by the Indonesian Institute for Corporate 

Governance) 

  

By: 
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Abstract  

 

The  purpose  of  this  study  is   to find  empirical  evidence whether some 

variables may affect the quality of corporate governance implementation. This 

study uses eight independent variables and Corporate Governance Perception 

Index as dependent variable. The sample used in this research are 189 Indonesian 

firms rated by the Indonesian Institute for Corporate Governance in the period of 

2001-2012, which must be listed in the IDX. The samples are selected by  using  

nonprobability  random  sampling  (purposive  sampling method). This study 

gives empirical evidence that implementation quality of corporate governance are 

affected by five variables. They are the quality of external auditor, regulation 

factor, firm size, the proportion of independent commissioners board, and 

profitability. This study enhances some theories related to corporate governance, 

namely agency theory, agency theory type II, and pecking order theory. 

Keywords  : Corporate Governance Perception Index, Corporate Governance 

Implementation, Quality of External Auditor, Regulation, Firm 

Size, Proportion of Board of Independent Commissioners, 

Profitability, Leverage, Ownership Concentration, Investment 
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