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ABSTRACT

This study aims to identify and provide empirieafidence regarding: The effect of the proportionaafmen
directors on value of the firm. The effect of themortion of independent directors on value offilm. The influence of
external audit committee on value of the firm. Tdféect of managerial ownership on value of the fiffhe effect of
institutional ownership on value of the firm. Thieet of the ratio of profitability on value of thi&m. The effect of

leverage ratio on value of the firm.

Obtained a sample of 43 companies in the period0dR2-2014. The analysis tool use in this study dassic
assumption test and multiple regression test. Hsailts of this study indicate that: The proportmnexternal audit
committee, institutional ownership, profitabilityhé leverage ratios affect value of the firm. Thepmrtion of women

directors, the proportion of independent directars] managerial ownership does not affect valubefirm.
KEYWORDS: Proportion, Institutional Ownership, Leverage, Btrgs, Managerial Ownership
INTRODUCTION

The capital market is a means to trade in seesrifdr investment for investors. An investor woblkel more
interested in the prospect of a good company. Aomagpmpany aims to increase the company's valukeovalue of the
firm, through increasing affluence of owners orrshalders. Of course, there are various factorsdfiact the value of

this company, mainly involved in corporate govec®perspective.

The study of corporate governance is increasipglhaalong with the opening of large-scale finat@candals
(e.g., Enron scandal, Tyco, Worldcom and GlobalsSirm) involving accountants, one of the impor&lements of good
corporate governance. Good corporate governancdeliques prepared by the National Committee on Qaitgo
Governance (KNKCG) in 2002 with the aim that thgsgdelines become a reference for the implememtatiogood
corporate governance by businesses in Indonesithelfpractices of good corporate governance inrdeome with
KNKCG, then it can help managers in their depictiohthe level of compliance to good corporate gosece

(Kusumawati and Riyanto, 2005).

Research conducted by Kusumastuti et al (200 ssthat board diversity is measured by the presehwomen
affects the value of the company. This study usednaple of companies in manufacturing companiésdisn the JSE in

2005. This study used a sample of 48 manufactwamgpanies.

Research conducted by Yuniasih and Wirakusuma82éfates that the audit committee of externaligrice on
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the value of manufacturing companies on the Stoath&nge during 2005-2006. With the presence ofxaermal audit
committee is increasing, it allows the monitoringimcreasingly stringent, which in turn will increa the value of the
company. It is also supported by research condumgeSiallagan and Machfoedz (2006). t also addsprddent board as
a variable that affects the value of the compangs{itd, 2010). This is also supported by Kiel (20883 Carter et.al.
(2003). The reason they do not use external diréstdue to external director is a member of thaerdf directors related
to outside parties, while the value of the compuaiilybe more influenced by independent commissisrtdan external

director, also based on previous research thatostgpip.

Based on the above, the researchers are interestaing research about effect of board diverdityg audit

committee, managerial ownership, ownership of tastinal, profitability and leverage on value oétfirm.
Based on the existing background, it can be détedrthat the formulation of the research questam®llows:
* How does the proportion of women directors on valitne firm?
* How does the proportion of independent directorsane of the firm?
* How does the proportion of external audit commitiaesalue of the firm?
» How does the managerial ownership on value ofithe?f
* How does the institutional ownership on value &f fihm?
* How does profitability ratio on value of the comgan
 How does leverage ratio on value of the firm?
RESEARCH BENEFIT
The benefits of this research are:
* For Investor;

To analyze the factors that influence the valughef company, that board diversity, external aadinmittee,
managerial ownership, institutional ownership impmwate governance perspective, so it can be usedrsideration in

investing in Indonesia capital market.
» For Practitioners;
The results of this study are expected to proinétemation as a basis for a decision to invest.
e For Policy Makers;

For companies the results of this study can be& @sea basis for policy making related to the valfighe

company.
 For academics;

As a reference and input to perform another stitly the same topic in the future.
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LITERATURE REVIEW AND HYPOTHESIS DEVELOPMENT

Board Diversity

Corporate governance is a system of governandeigh@ganized by considering all the factors timdluence
institutional processes, including factors relatioghe company's corporate governance regulatdrteabe good if the
company meets its principles, namely fairness,sparency, accountability, and responsibility. Suayad Yustiavan
(2006) states that the application of the basieqiples of good corporate governance (GCG) careas® the value of the
company. The present study look at board diversityonly from the standpoint of the proportion admen directors, as
determined by Carter et al. (2003), and the pramorof outside directors are usually used in thelgtof corporate
governance, as well as the addition of an exteandit committee, managerial and institutional owh@ay, profitability

and leverage.

Carter et.al. (2003) also stated that the infleeofcthe proportion of independent directors (aésilirectors) is
quite strong and significant impact on performar@etside directors have managerial oversight bematiat is more
stringent than that controlled by the managemearddmanagement- controlled board). The abilityhef independent
directors (outside directors) to influence manag#naecisions is quite strong. This is also supmblte Kiel et al (2003
The presence of an external audit committee isnéisdor the importance and effectiveness of timplementation of
Good Corporate Governance. In general, and baséutemational best practices, External Audit Cotteei has the duty
and responsibility in the fields of financial repog (financial reporting). Corporate Governanced gupervision of the

company (corporate control).
EXTERNAL AUDIT COMMITTEE

In order for the implementation of corporate gonverce goes well (good corporate governance). Thiergment
issued several regulations, among others Bapepearnl&i No. SE-03 / PM / 2000 requires that any canypgo public in
Indonesia are required to establish audit commitiée at least three people, headed by one comomesiof independent

companies and two independent external to the coypa

Besides independent, in the SE also requiresthigatelevant control and have a background in atioy and
finance. As for state-owned companies / enterpri@esording to the Decree of the Minister of Statened Enterprises
No. 117 / M-MBU / 2002 states that: "The Commissiort Supervisory Board should form committees tiatk
collectively and helps Commissioners / Board ofstees in carrying out its duties, namely to helpn@assioners / Board
of Trustees to ensure the effectiveness of intezaatrol systems, the effectiveness of the impleatem of the tasks of
the external auditor and the internal auditor Kedtend Fogarty (1993) mentions three factors tfiatiathe success of the
audit committee in carrying out its duties, namg&)ythe formal authority and in writing, 2) managemeooperation and
3) quality / competence of audit committee membAdslitionally, Effendi (2005) also added a commuatien problem
with directors, internal and external auditors atiter parties as an important aspect in the suadabls work of the audit

committee.

With authority, independence, competence and camation through regular meetings with the relevaanties,
the expected function and role of the audit coneaitts able to work effectively so as to identifye thossibility of

opportunistic profit management practices.
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MANAGERIAL OWNERSHIP

Managerial ownership is ownership by directorsnaggement, the commissioner or any person directylved
in company decision-making (Jensen and Meckling{619 According to Jensen and Meckling (1976), ofiethe
mechanisms used to resolve conflicts agency isipzave managerial ownership so as to align thedste of owners with
the manager. The greater managerial ownershipagiemcy cost will fall. This is because the largeg tmanagerial
ownership, the greater the information held byrttenagement as well as the owner of the companghasat resulted in

the cost of agents used for monitoring costs less.
Institutional Ownership

The literature on institutional ownership statieattinstitutional ownership encourages oversightnahagement
to protect his investment (Frien and Lang, 1988iiailsford, Oliver and H. Pua, 2000; 4) due to hegtonomic risk, the
investor wants to provide oversight of managemant wants to ensure that the management did nerctities that
harm shareholder value. According to ‘active mairigp hypothesis' institutional ownership will minize the

management of opportunistic space and also lowersdnflict between management and shareholders.

The existence of an institutional investor is dedntapable of being an effective monitoring tool fbe
company. Not infrequently, this investor activitgrncincrease the value of the company. The resiiltekeoSlovin and
Sushka (1993), cited by Fitriah (2003) showed thatcompany's value can be increased if the itistital able to be an
effective monitoring tool. The research of Smittg®) in Fitriah (2003) showed that the activity ioktitutional
monitoring able to change the structure of the man®ent of the company and is able to increase thspprity of

shareholders.
PROFITABILITY

Profit refers to profit. Profit is a nominal amauhat shows the development of business activitfess company.
Profit is the increase in capital (net assets) fthm side transaction or transactions that raranoénterprise, and of all
transactions or other events that have a busingiyg during a period, except those arising frora thcome (revenue) or

investment owners (Baridwan, 1992: 55).
LEVERAGE

According Sartono (1996), leverage is the usesst® and resources by companies that have therb(rdst)
fixed with a view to increasing the potential ptefof shareholders. The Company uses operatindiaauicial leverage
with the aim that the benefits outweigh the costsassets and sources of funds, thereby increasiagptofits of
shareholders. Instead leverage also increasesatiebiity (risk) advantage, because if the compamps profit lower

than its fixed costs, the use of leverage will mprofits of shareholders.
VALUE OF THE FIRM

Companies value (value of the firm) associatedh wiginaling hyphotesis, where the value of the camgpcan be
attributed to the level of stocks held by the olher (Leland and Pyle, 1977). This means that theeo can show and

use it to demonstrate to investors about the quafithe company.

According to Leland and Pyle (1977) level of shatding retained the old owner can be used asrabkapout
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the value of the company by issuers. This is duthéoperception that the company owner will not iwanrelease or
mendicersifikasikan portfolio when he believes titt company has good prospects. Then the owrtbeafompany will

maintain its ownership level when he believes tmpgany's cash flow in the future better than tresent.
Based on the argument above, the hypothesis qectlare:
H1: The proportion of women directors has significansitive effect on value of the firm
H2: The proportion of independent directors has siggift positive effect on value of the firm
H3: external audit committee has significant posit¥fect on value of the firm
H4: Managerial ownership has significant positive effen value of the firm
H5: institutional ownership has significant positivféeet on value of the firm
H6: The ratio of profitability as measured by ROE pasitive and significant effect on value of therfir

H7: The leverage ratio, as measured by DER has gignifiand negative effect on value of the firm

RESEARCH METHODOLOGY

Population and Sample

The population is a group of elements that aralhstull of people, objects, transactions or eweint which we
are interested to learn or become the object @aret (Kuncoro, 2003: 103). The population in gtigdy is a company
registered in the years 2012-2014 on the Stock &xgé.

DATA COLLECTION METHOD

The methods used in data collection was a stuclyntque documentation, that the data collected deae by
means of categorization and classification of eritmaterials related to the problem of researtieilsg done, either from
the source documents and books, newspapers, magaaimd other sources more. In this study, the ddkacted was of
all things related to the proportion of women dioes, the proportion of independent directors, dldit committee of

external, managerial ownership, institutional ovehgy, profitability, leverage, and the size of dmmpany.
TYPES AND SOURCES OF DATA

The data used was secondary data, secondarysdaianary data that is processed further and ptedeither by

the primary data collectors or by another party ddr2001: 69).
DATA ANALYSIS

Testing the hypothesis in this study was conduatgdg linear regression. The first equation isdutsetest the
effect of the proportion of women directors and gheportion of independent directors on value @& fiom. Multiple

linear regression equation that can be formulasefbliows:
NP =a +31PDW +p2PKI +e. 1)
Information:

NP = Value of the firm
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o = Constant

B1-2 = Coefficient of regression

PDW = The proportion of women directors
CPI = The proportion of independent directors
e = error

The second regression equation was conductedstottie effect of an external audit committee, manag
ownership, institutional ownership, profitabilitgverage, and the size of the company to valubefitm. The equation is

as follows:
NP =a + + B3KI +B2KM+B3KA + +B4ROE +B5DER 436UK + e (2)
Information:
NP = Value of the firm
a = Constant
B1-6 = Coefficient of regression
KA = external audit committee
KM = Managerial ownership
Kl = institutional ownership
ROE = Profitability
DER = Leverage
UK = Company size
e = error

The third equation was used to test the effecthefoverall proportion of women directors, the mndjon of
independent directors, the audit committee of edermanagerial ownership, institutional ownershipofitability,

leverage, and the size of the company to valubefitm. The equation is as follows:
NP =a + B1PDW +32PKI +3KA + B4KM + B5KI + B6ROE +B7DER +B8UK + e 3)
Information:
NP = Value of the firm
a = Constant
1-8 = Coefficient of regression
PDW = The proportion of women directors

CPI = The proportion of independent directors
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KA = external audit committee
KM = Managerial ownership
Kl = institutional ownership
ROE = Profitability
DER = Leverage
UK = Company size
e = error

RESULT AND ANALYSIS

e Descriptive statistics

From the preliminary data of 43 observation, mtuout there is data that is not normal, so tha tanormally

amounts to 38 observation
* Normality Test;
Note that the value for Kolmogorof-Smirnov sig0®5 so that the data is normal.
» Autocorrelation Test;

It is known that the results of the test for aotoelation is between 1.5 and 2.5, which meansutocarrelation

in this study.
e Multicollinearity Test;

The test is used to determine whether the coiveldtetween independent variables occur or notdétermine
whether there is multicolinearity it can be seemnfrVIF (Variance Inflation Factor) and ToleranceVIF <10 and

Tolerance> 0.1, then certainly not happen multiczsrity.

» Heteroscedasticity Test;

It is known that the test results heteroscedagtior each independent variable has a signifivafiie above 0.05

and thus can be said does not happen heterosaityasti
HYPOTHESIS TESTING RESULTS:

Classic assumption test has been done and alhasisms were fulfilled so the regression model wsed to test

the hypothesis in this research. The results esttasvere as follow :
H1: The proportion of women directors has significeositive effect on value of the firm.

The value of beta coefficient of 0.002 (i.e. aifpes influence between PDW and NP) and t value+0f009
(meaning that there is a positive influence betwiberPDW and NP), as well as significant valuetfier variable t PDW is

equal to 0.993> 0.05 so first hypothesis in thiglgtwas rejected.

H2: The proportion of independent directors has $icpnt positive effect on value of the firm
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The beta coefficient of -0.031 (meaning that thisra negative influence PKI with NP) and t valde-@186
(meaning that there is a negative influence PKhwiP), as well as significant value for the var@ablPKI was 0,854>

0.05 so that means the second hypothesis in tidy stas rejected.
H3: External audit committee has significant positéffact on value of the firm

The beta coefficient of 0.277 (meaning that there ipositive influence between KA with NP) and tueaof +2.173
(meaning there is a positive influence between KithWP), as well as significant value for the vatat KA is equal to

0,038 and significant at level 5 % so that thedthiypothesis in this study received.
H4: Managerial ownership has significant positiveeeffon value of the firm

The beta coefficient of -0.185 (meaning that thera negative effect between KM with NP) and ueabf -1.360
(meaning that there is a negative effect betweenwi NP), as well as significant value for the ighite t is equal to
0.183 KM> 0.05 so that means the fourth hypothiesikis study was rejected.

H5: Institutional ownership has significant posite#ect on value of the firm

The beta coefficient of 0.263 (meaning that thisr@ positive influence between Kl with NP) andatiue of
+1.986 (meaning there is a positive influence betwil with NP), as well as the significant valuetdér the variable Kl

is equal to 0.056 and significant at level 10 %t&d means the fifth hypothesis in this study reegi
H6: The ratio of profitability as measured by ROE hasitive and significant effect on value of therfi

The beta coefficient of 0.359 (meaning that thera ipositive influence between ROE with NP) andlte of +2.697
means that there is a positive influence betweei R@h NP), as well as the significant value obt ROE is equal to

0.011 and significant at the 5% level so that mehesixth hypothesis in this study received
H7: The leverage ratio, as measured by DER has gignifand negative effect on value of the firm

The beta coefficient of -0.442 (meaning that thiere negative influence of DER with NP) and t vatdie3.445 (meaning
that there is a negative influence of DER with N&3, well as significant value for the variable t®E 0.002 and

significant at the level 1%, so that means the isvBypothesis in this study received.
CONCLUSIONS
From the analysis and discussion in the previeatians, the conclusions of this research are:

e The proportion of external audit committee, indi@nal ownership, profitability and leverage ratiaffect

the value of the firms.

» The proportion of women directors, the proportidrinblependent directors, and managerial ownersbgs dhot

affect value of the firms.
LIMITATION

This study has limitations associated with yednsesearch which was just three years so the sainpédatively

small. Besides proxy profitability ratios and lexge were only to represent the financial ratios.
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SUGGESTIONS

Therefore, the recommendation this study inclymteferably further research can add more yearssgarch so
that the samples are being used more and reseescitsr for the proportion of women directors, theportion of
independent directors, and managerial ownershijetter reflect the company's value. Further can atkd another proxy

for financial ratios, the liquidity ratio, activitsatio, are the ratio of the market.

In addition, an investor may pay attention to gm@portion of the external audit committee, ingigoal

ownership, profitability, and leverage ratio foopf to affect the value of the company.
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