The Effect Of Gcg, Csr And Profitability On
Firm Value At Sri Kehati Index Listed
On Bei 2015 — 2017

1%t Minanarit, 2" Misbah Abdir Rohman?
{minanari@mercubuana.ac.id', misbahabdirronman@gmail.com?}

Economic and Business Faculty, Mercu Buana University, Jakarta, Indonesia'?

Abstract. This study aims to determine the effect of Managerial Ownership, Institutional
Ownership, CSR Disclosure and Profitability on Firm Value. Study on SRI KEHATI
index listed on the Indonesia Stock Exchange in 2015-2017. This type of research uses
secondary data sources in the form of annual financial reports and sustainability report
on SRI KEHATI index listed on the Indonesia Stock Exchange for the period 2015-2017.
The population in this study is a company on SRI KEHATI index listed on the Indonesia
Stock Exchange for the 2015-2017 period. A sample of 20 companies was obtained from
25 populations in this study. The analysis technique used in this study is multiple linear
regression analysis with Eviews 9 program. The results of this study indicate that
Managerial Ownership has a significant negative effect on the Firm Value while
Institutional Ownership and CSR Disclosure do not significantly affect the Firm Value,
and Profitability has a significant effect on the Firm Value.

Keywords: Managerial Ownership, Institutional Ownership, CSR Disclosure, Profitability,
Firm Value.

1 Introduction

Increasing the value of a firm is usually marked by an increase in stock prices in the
market. If the value of the firm continues to increase, it is certain that share prices and
shareholder prosperity are also increasing (1)(2)(3). The SRI KEHATI Index, SRI is short for
Sustainable Responsible Investment, KEHATI is Indonesian Biodiversity Foundation.
Companies in this index have very good performance in encouraging sustainable business, as
well as having an awareness of the environment and implementing good corporate
governance.

2 Literatur Reviews

Jensen and Meckling (1976)(4) explain the existence of conflicts of interest in agency
relationships. This conflict of interest is due to the different objectives of the manager and
principal. Managers are agents with the obligation to maximize the welfare of the owner of the
company (principal). Managers also have an interest in maximizing their own welfare.
Coupled with the separation between ownership and control, causes managers to take action to
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increase their own welfare without thinking about the interests of shareholders. Agents
manage the company, agents have more information about the capacity of the company, the
work environment and the company as a whole.

Previous studies related to the SRI KEHATI index, namely the Citraningrum et al. (2014) (5)
that CSR affects the EPS of the company. CSR is considered to affect earnings per share.
Investors consider CSR carried out by the company. as a mandatory for the company. CSR has
an effect on Closing Price. Price Closing is now one of the considerations of external
companies to assess company performance (firm value).

According to Shinta et al. (2015) the implementation of good corporate governance do not
influence both stock return and volatility, but Rachman et al. (2015) prove that Good
Corporate Governance (GCG) has a significant effect on Financial Performance and Good
Corporate Governance (GCG) has no significant effect on Firm
Value(6)(7)(8)(9)(10)(11)(12)(13).

3 Research Model, Hypotheses, and Methodology

The design of this study is causal (causal), which is a relationship that affects two or more
variables.

Based on the background of the problem and the formulation of the problem, the
hypothesis can be formulated as follows:
1. Effect of Managerial Ownership on Firm Values

H1: Managerial Ownership influences Firm Value
2. Effect of Institutional Ownership on Firm Values

H2: Institutional Ownership influences Firm Value
3. Effect of CSR Disclosure on Firm Values

H3: CSR Disclosure influences Firm Value
4. Effect of Profitability on Firm Value

H4: Profitability influences Firm Value

3.1 Defendent Variables

In this study, company value was measured using Tobin’s Q with the following formula:

| g=(MVE +D)/ TA |

Where :

q = Tobin’s Q

MVS = Market value of all outstanding shares
D = Debt

TA  =Firm's assets

3.2 Independent Variables



GCG as measured by managerial ownership shares
This variable is measured by the percentage of total shares of all executive directors
compared to total shares (EI-Chaarani, 2014) (14). From this research, the formula:

| KM = Management owned shares / Total outstanding shares \

GCG is measured by institutional ownership shares

Institutional ownership is expressed as a percentage (%) by comparing the
number of shares held by institutional investors divided by the total number of
shares outstanding (15)(16)(17)(18)(19)(20)(21)(22)(23). From this research, the
formula:

\ KI = Institutional shares / Total outstanding shares ‘

Disclosure CSR

CSRI calculations referring to GRI G4 are done in a dummy manner, ie each
CSRI item is given a value of 1 if expressed, a value of 0 if not disclosed, the
score of each item is added up. The CSRI calculation formula is as follows:

\ CSRij = =Xij / Nj |

Where :

CSRij = Corporate Social Responsibility Corporate Disclosure Index j
Nj = Number of items expected

xij = Number of items disclosed by the company

Profitability proxied by Return On Equity (ROE)
Profitability is measured by the ratio of Return on Equity (ROE)
(19)(24)(25)(26)(27)(28). ROE formula, namely:

| ROE = Company’s Net Income / Common Shareholder’sequity |

Table 1. Sampling Technique

No Kriteria Jumlah
1 Company registered with the SRI KEHATI index on the Indonesia Stock 25
Exchange (IDX) during the period 2015-2017
5 Companies on the Indonesia Stock Exchange (IDX) during the 2015-2017 ®)
period are not continuously listed on the SRI KEHATI index.
Samples studied 20
Amount of data in research 20 x 3 years 60

Source: Output results



Ownership H1

Managerial

Ownership H2

Institutiona
H3 Value
CSR Company
Disclosure
H4
Profitability

3.3 Thinking Framework

The research objective was to examine the effect of managerial ownership, institutional
ownership, corporate social responbility and financial performance which is an independent
variable (free) and the dependent variable (bound), namely the firm value. The analytical
method used in this study is the Test of Descriptive Statistics, Classical Assumption Test and
concludes with a Hypothesis Test.

The method in this study is a quantitative method, meaning that the variables in the study
are realized with certain values. The analysis in this study uses panel data which is a
combination of time-series data and cross-sectional data(29).

There are two types of data panels, namely panel balance data and unbalance panel data,
panel balance data is a situation in which cross-sectional units have the same number of time
series observations. Whereas unbalance panel data is a condition in which cross-sectional units
have an unequal number of time series observations. In this study using panel balanced data
with the Generalize Least Square (GLS) approach and data processing in this study using the
E-Views 9 program.

4. Result and Discussion

4.1 Descriptive Statistic Analysis

Table 2. Descriptive Statistics Test Results

Tobin’s Q KM Kl CSRI ROE
Mean 2.477801 0.003231 0.609214 0.331500 0.203287
Median 1.296355 6.50E-05 0.473340 0.295000 0.137650

Maximum 23.28626 0.041370 0.990280 0.730000 1.358000




Minimum 0.826510 0.000000 0.180060 0.090000 0.020000

Std. Dev.  4.196319  0.009061 0.293215 0.151275 0.264895
Ssbse“’a“o 60 60 60 60 60

Source: Output results of Eviews 9 (processed)

Tobin’s Q's average value is 2.465946, meaning that the company including the SRI-
KEHATI index has a market value of around 2.5 times greater than its book value
(overvalued). The standard deviation of the value 4.196319 is above the average value,
indicating that the calculated average in the observed data has not been able to represent
the actual picture of Tobin's Q, so it is not good to deduce from Tobin's Q average
because there are sufficient deviations in value large on sample data observed. The
minimum value of Tobin’s Q is 0.826510, which is from Timah (Persero) Tbk in 2015
and the maximum value at Unilever Indonesia Tbhk in 2017 which has a value of
23.28626.

The average value of Managerial Ownership Shares (KM) is 0.003231, meaning
managerial ownership is only 0.003%. This signifies management participation that is
less active in influencing company value. The standard deviation of 0.009061 is greater
than the calculated average, indicating that the calculated average in the observed data
has not been able to represent the actual KM picture. The minimum value of Managerial
Ownership in PP London Sumatran Indonesia Thk from 2015 to 2017 is 0% with the
maximum value of Managerial Ownership in Astra Argo Lestari Thk in the same period
with a value of 4.14%.

The average value of the Institutional Ownership Shares (KI) is high at 0.609214. This
indicates that control of management for efficiency is very active and good. The standard
deviation of 0.293215 is lower than the calculated average, indicating that the deviation
of data from the sample in the KI variable is relatively small so that the calculated
average value can already describe the real condition of the KI variable. The minimum
value on the KI variable in the observed period, is 18% owned by Pembangunan Jaya
Ancol Tbk in the period 2015 to 2017 and the maximum value of the Kl variable is 99%
owned by Unilever Indonesia Thk in the same period.

CSRI average value of 30.15% with a standard deviation of 0.151275 smaller than the
calculated average, so that the calculated average is considered to have been able to
describe the actual state of CSRI variables and this illustrates how much the company's
participation in social responsibility. The minimum number of CSRI numbers is Adhi
Karya (Persero) Thk at 9% in the period 2015 to 2017 and the maximum value is equal to
Bank Mandiri in 2016 of 73%.

Profitability average value of 20.34% affects the level of increase in stock prices and the
value of the company. The calculated average value has not been able to describe the
actual ROE variable state, this is seen from the standard deviation value of 0.264895
which is higher than the calculated average value. The minimum ROE variable value,
namely in Timah (Persero) Tbk in 2015 amounted to 2% and the maximum value is
owned by Unilever Indonesia Thk in 2016 amounting to 135.80%.



4.2 Classical Assumption Test

Table 3. Results Of Egls Classical Assumptions

Test Probability
JB =1.472784 < Table x?
Table x? = 73.31149
KM =0.3604
Kl =0.1217
CSRI =0.1357
ROE =0.7310
o=0.05
dw = 2.398780
dl =1.4443 ,du=1.7274
Correlation between independent
variables <0.90
Source: Eviews 9 Output Results (processed)

Explanation

Normalityy Normal

Heterocedasticity Heterocedasticity free

Autocorrelation Autocorrelation free

Multicollinearity Multicollinearity free

Based on the results of the classic assumption test in table 4.3 above, after weighting on
the Fixed Effect (FEM) / Least Squares (PLS) model or called the EGLS Panel model (Cross-
section) it is known based on JB Test, JB value after weighting is 1.472784 smaller compared
to table x? which is 73.31149, thus the research data is normally distributed. Heteroscedasticity
test shows the value of the probability value of each independent variable above a = 0.05, it
can be concluded that the EGLS Panel model has been free from heteroscedasticity. The
autocorrelation test in the table shows a dw value of 2.398780, the value is greater than the
value du = 1.7274, and smaller than 4-dL = 4 - 1.4443 is 2.5557 so that it can be seen that the
model is free from autocorrelation. Multicollinearity test can be seen in the attachment that all
independent variables obtain values below 0.90 which means that the variable data model of
this study has been free from multicollinearity.

4.3 Test the Hypothesis

Table 4. Results Of Hypothesis Test

Uji t
Variablele Probability  t-statistic  Coefficient Explanation
KM 0.0031 -3.177015 -0.101876  Significant
Kl 0.2691 1.122542  0.278251 Not significant
CSRI 0.2292 1.223289  0.384465 Not significant
ROE 0.0000 4.789188  0.690080  Significant
Uji f
Variablele Probability f-statistic  Explanation
KM, KI, CSRI, ROE  0.0000 224.910 Significant
Adjusted R-squared Expalanation
0.988673 Perdurable

Source: Results Eviews 9 (data processed)



Based on the test results, the panel data regression equation can be arranged as follows:
Tobin’s q = 2.966990 - 0.101876 * KM + 0.278251 * KI + 0.384465 * CSRI + 0.690080

* ROE + e.it

The results of hypothesis testing to determine the effect of independent variables (KM,

KI, CSRI and ROE) on the dependent variable Tobin’s Q are as follows:

1.

The value of the t test is used to see the influence of independent variables (KM, KiI,
CSRI and ROE) on the dependent variable Tobin’s Q partially on the companies
included in the SRI-KEHAT]I index. From the results of panel data regression it is known
that KM and ROE have a significant effect on the dependent variable Tobin’s Q while
the influential KI and CSRI.

Test Value f is known to be a significance value <a = 5% with a probability of 0.000000
below 0.05. Then, HO is rejected and H1 is accepted which means that the independent
variables (KM, KI, CSRI and ROE) simultaneously or together (simultaneous) have a
significant effect on the dependent variable Tobin’s Q.

Adjusted R-squared value in the SRI-KEHATI index of 0.988673 shows that variations
in Tobin's Q changes are able to be explained simultaneously by the variables KM, KI,
CSRI and ROE of 98.88%, while the remaining 1.12% is explained by other factors
which is not included in the model.

The results of the regression equation, the coefficient C is 2.966990, if it is assumed that

the KI, CSRI and ROE variables are 0, then the company value proxied by Tobin’s Q in the
SRI-KEHATI index increases by 2,966,990 times. Whereas if the KM variable is 0, then the
company value proxied by Tobin’s Q in the SRI-KEHATI index has decreased by 2,966,990
times. The individual effects of variables based on regression calculations are as follows(30):

1.

Effect of Stock Managerial Ownership (KM) on Firm Values (Tobin’s Q)

From the results of regression calculations, managerial ownership shares (KM) have a
significant negative effect on firm value (Tobin’s Q). Thus, the first hypothesis which
states that managerial ownership (KM) shares influence the firm's value (Tobin’s Q) is
acceptable. The smaller the percentage of managerial ownership shares, the higher the
firm value. A conflict of interest occurs due to differences in the objectives of each party.
Managers as agents have an obligation to maximize the welfare of the owners of the
company (principal). On the other hand, managers also have an interest in maximizing
their own welfare. The results of this study are not in accordance with previous studies
conducted (31). The results of the study state that an increase in the number of
managerial ownership can reduce agency conflicts arising from agency relationships.

The Influence of Institutional Ownership Shares (K1) on Firm Values (Tobin’s Q) From
the results of regression calculations, institutional ownership shares (KI) have no
significant effect on firm value (Tobin’s Q). Thus, the second hypothesis which states
that institutional ownership variables (KI) have an effect on firm value (Tobin’s Q) is
acceptable. This is because when potential investors will invest in shares, prospective
investors do not see who the institutional investors are because of course, in the SRI
KEHATI index company, the shares are owned by large institutions, both of which are
owned by BUMN. Because the average institutional ownership index of the SRI
KEHATI index is 61% and describes the actual situation, this can be seen from the value
of the standard deviation which is lower than the average share of institutional
ownership. Data deviations from the sample are relatively small so that the calculated
average value can already describe the actual situation. The results of this study are in
accordance with the results of research conducted [15].



Effect of CSR disclosure (CSRI) on Firm Values (Tobin’s Q)

From the results of regression calculations, CSRI has no significant effect on firm value
(Tobin’s Q). Thus, the third hypothesis which states that CSRI has an effect on firm
value (Tobin’s Q) is acceptable. Companies that are included in the SRI KEHATT index
list have very good CSR Disclosures with the GRI guidelines so that this affects the
insignificant value of companies in this study. Because the average SRI KEHATI CSR
disclosure index is 33% and describes the actual situation, this can be seen from the
standard deviation value which is lower than the average CSR disclosure. Data
deviations from the sample are relatively small so that the calculated average value can
already describe the actual situation. The results of this study are still in accordance with
the results of research conducted by Umro and Fidiana (2016) with the result that CSR
has a significant effect on firm value. This shows that the company has done a good
Corporate Social Responsibility (CSR)(32)(33)(34)(35).

Effect of Profitability (ROE) on Firm Values (Tobin’s Q)

From the results of regression calculations, ROE has a significant effect on firm value
(Tobin’s Q). Thus, the fourth hypothesis which states that ROE has an effect on firm
value (Tobin’s Q) is acceptable. The high ROE value becomes a positive signal for
investors in investing to get a certain return, the stock price will increase. The stock price
increases reflecting the firm value in good condition. The higher the level of profitability
of the company the better the value of the company. The results of this study are in line
with the results of research conducted by Kurnia (2015), profitability ratios measure the
ability of companies to produce financial at a certain level of sales, assets, and share
capital.

5. Conclusion
Based on the results of the research that has been done, the conclusions of this study are as
follows:

1.

Managerial ownership share have a significant negative effect on firm value. This means
that the higher the managerial ownership shares, the increase in the number of managerial
ownership is not able to reduce agency conflicts arising from agency relationships and
because the ownership of shares obtained by managers is very small or even nonexistent,
so that the ownership of the company and manager's motivation to improve performance
and company value is less owned by the managers. On the other hand, managers also have
an interest in maximizing their own welfare.

Institutional ownership shares have no significant effect on firm value. When potential
investors will invest in shares, prospective investors do not see who the institutional
investors are because of course the SRI KEHATI index company is owned by a large,
good institution and there are several shares owned by BUMN. Because the average
institutional ownership index of the SRI KEHATI index is 61% and describes the actual
situation, this can be seen from the value of the standard deviation which is lower than the
average share of institutional ownership. Data deviations from the sample are relatively
small so that the calculated average value can already describe the actual situation.

CSR disclosure has no significant effect on firm value. This is due to the presence of CSR
disclosures, investors will respond positively to many investors who invest in these
companies which will cause an increase in the value of the company. Based on the



Exchange and Sustainable Investment data, the SRI KEHATI index is listed as the first
index of green investment in ASEAN and second in Asia(36).

4. Profitability has a significant effect on firm value. The higher the company's profit, the
higher the value of the company. High profitability causes stock prices to increase.
Increased stock prices reflect that the firm value is in good condition.
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