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Abstract 
This research aims to find out the impact of the Corporate Governance Per-
ception Index and profitability to firm value. The population is a company on 
the Indonesian Stock exchange and which follows the CGPI assessment in 
2011-2015 and is found in 28 samples, the analysis of data using multiple li-
near regression. The results indicated that the Corporate Governance Percep-
tion Index and profitability simultaneously affected the firm value according 
to the Indonesia Stock Exchange. Besides, the Corporate Governance Percep-
tion Index, and profitability also partially and significantly affected firm value 
according to the Indonesia Stock Exchange. 
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1. Introduction 

The issue of good corporate governance is pulled back after several cases oc-
curred in Indonesia, among others, the Bank Century case the loser clearing in 
2008, which resulted in a deficit, funds Burglary Case Citibank is an internal 
bank until the case Help Bank Indonesia Liquidity (BLBI), which is the Bank 
Indonesia loan scheme to the bank that is experiencing liquidity problems dur-
ing the monetary crisis in 1998. This scheme is based on an agreement between 
Indonesia and the International Monetary Fund (IMF) to overcome the crisis, 
Bank Indonesia recorded BLBI distribute Rp 147.7 trillion to the banks until 
December 48, 1998. This case shows that the still weak enterprise management 
system, or not maximal GCG (Good Corporate Governance). GCG is a guideline 
for managers to manage the company as a best practice by involving stakehold-
ers in decision-making. GCG is a concept put forward to address the agency 

How to cite this paper: Mariana, Abdul-
lah, S., & Mahmud, M. (2020). Corporate 
Governance Perception Index, Profitability 
and Firm Value in Indonesia. Technology 
and Investment, 11, 13-21. 
https://doi.org/10.4236/ti.2020.112002 
 
Received: April 10, 2020 
Accepted: May 26, 2020 
Published: May 29, 2020 
 
Copyright © 2020 by author(s) and  
Scientific Research Publishing Inc. 
This work is licensed under the Creative 
Commons Attribution International  
License (CC BY 4.0). 
http://creativecommons.org/licenses/by/4.0/

  
Open Access

https://www.scirp.org/journal/ti
https://doi.org/10.4236/ti.2020.112002
https://www.scirp.org/
https://doi.org/10.4236/ti.2020.112002
http://creativecommons.org/licenses/by/4.0/
http://creativecommons.org/licenses/by/4.0/
http://creativecommons.org/licenses/by/4.0/
http://creativecommons.org/licenses/by/4.0/


Mariana et al. 
 

 

DOI: 10.4236/ti.2020.112002 14 Technology and Investment 
 

problem. GCG serves to foster investor confidence in the company (Emirzon, 
2006). 

Investor perceptions on the level of success of the company are reflected 
through the company’s value. Increasing firm value because of the high price of 
stocks will make the market believe in the company’s performance and prospects 
for the future. Improving corporate profits and maximize firm value is an enter-
prise interrelated objective to improve the welfare of shareholders so that these 
objectives will be an important criterion for maintaining the viability of the 
company. The increasing firm value may be able to satisfy the customer service, 
to give comfort to investors to invest in the company. However, to determine 
whether there is an increase in firm value in the eyes of investors and the public 
it can be seen from the cash flow of the company (Penman, 2001). Determina-
tion of the company’s value varies on a company’s ability to generalize in the 
prospective cash flows, except in unusual circumstances in which the net assets 
are liquidated has a value greater than the cash flow. 

Each company has short-term and long-term objectives in which the company 
must maintain its firm value, the company carries out a short-term goal to earn a 
profit while its long-term goal is to maximize the firm value. Firm value can re-
flect from its stock price which shows the higher the share price of the company 
then the higher firm value to be acquired (Wiagustini, 2010). The value of the 
company not only reflects how intrinsic value at this time but also reflects pros-
pects and hopes for the company’s ability to increase its value in the future. 
Globalization has created a business environment that causes the need to review 
the management system used by the company to be able to survive and perspec-
tive so that the company is required to always increase the value of its company 
(Wedayanthi & Darmayanti, 2016). The company’s value can be affected by sev-
eral factors, this paper will only discuss two factors, namely the Corporate Go-
vernance Perception Index (CGPI) and profitability. The first factor affecting 
firm value is CGPI (Randy, 2011; Retno & Priantinah, 2012). This is due to their 
consideration of CGPI assessment information by investors, which means there 
is a more economic value that can be generated from the acquisition of Indone-
sia ranks the Most Trusted Company CGPI. In Indonesia in the effort to im-
prove GCG, has been conducted the assessment of the Corporate Governance 
index annually conducted by The Indonesian Institute for Corporate governance 
(IICG). The main activities undertaken are researching GCG implementation 
conducted by the company, which then the result is poured in a report called 
Corporate Governance Perception Index (CGPI). Implementation of the prin-
ciples of CGPI if implemented properly, then the activities of the company can 
run effectively and efficiently and will impact on the achievement of profit. 

The second factor affecting firm value is profitability (Dewi & Wirajaya, 2013; 
Fibriyanto, 2015; Rudangga & Sudiarta, 2016; Setiadewi & Purbawangsa, 2015). 
Improving corporate profits and maximize firm value is an enterprise interre-
lated objective to improve the welfare of shareholders so that these objectives 
will be an important criterion for maintaining the continuity of the company. 

https://doi.org/10.4236/ti.2020.112002


Mariana et al. 
 

 

DOI: 10.4236/ti.2020.112002 15 Technology and Investment 
 

The probability of companies with high profits tends to use more loans to obtain 
tax benefits. Profitability is the ratio of management effectiveness based on the 
results of returns generated from sales and investments that measure how much 
the company’s ability to generate profits (Harahap, 2009), one of which can be 
seen through return on asset. Return on assets affects the value of the company 
(Wedayanthi & Darmayanti, 2016). 

This type of research is associative causal using the Multiple Linear Regression 
(MLR) method. Besides, the research period also uses the latest data from 2011 
up to 2015, with the company’s research population listed on the stock exchange 
and companies that follow the CGPI assessment. The reason for elections in the 
year is 2016 to 2019 companies that follow the assessment of CGPI become more 
sedimented. The purpose of this paper is to determine the nature and relation-
ship between variables in a hypothesis test, namely to know the influence of 
Corporate governance Perception Index influence, and the profitability of to-
gether and partials on the firm value on the Indonesia Stock Exchange. This pa-
per begins with a literature review covering the discussion of the firm value, 
CGPI, and profitability. Then, proceed with explaining the research method 
used, then this paper discusses the results of the research which includes statis-
tical test results and hypotheses, conclusions and suggestions. 

2. Literature Review  
2.1. Firm Value 

The firm value itself is the price received by prospective buyers who are paid by 
companies sold (Dewi & Wirajaya, 2013). The Firm value is very important be-
cause a high corporate value will be attended by shareholder prosperity (Brig-
ham dan Houston, 2012). Next according to Fama (1978), the firm value can be 
seen from its stock price. The stock price is formed on the demand and supply of 
investors so that the share price can be used as a proxy firm value. According to 
Jensen (2001), to maximize the firm value not only equity value is noted, but the 
financial resources such as debts and their preferred shares. 

2.2. Corporate Governance Perception Index (CGPI) 

Corporate Governance Perception Index (CGPI) is a ranking of GCG imple-
mentation in public companies listed on the JSE. The program is implemented 
since 2001 based on the idea of the importance of knowing the extent of public 
companies that have implemented corporate governance. Corporate Governance 
Perception Index ranking is organized in cooperation with SWA Magazine as 
media partners with the publication of a comparative study (benchmarking). 
Corporate Governance Perception Index has been followed by more than 60 
public companies (listed companies), state, national and regional banks, and 
other private companies for the implementation of CGPI 2001 to 2011. The 
Corporate Governance Perception Index Participation is voluntary and involves 
the active participation of companies together with all stakeholders in a fulfilling 
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phase of the program Corporate Governance Perception Index and it shows a 
shared commitment to promote good corporate governance (Indonesia, 2014). 

2.3. Profitability 

Profitability is a financial ratio that connects the elements of the balance sheet 
and profit and loss statement with one another can give an idea about the history 
of the company and its position on the current ratings. The size of the financial 
ratios used in this study is a profitability ratio that indicates the company’s abili-
ty to generate income in a particular period (Dwi & Syarfan, 2016). This ratio 
provides a measure of the effectiveness of the management of a company. 

2.4. Development of Research Framework and Hypotheses 

Corporate Governance Perception Index (CGPI) is a ranking company that ge-
nerates a reliable corporate score that implements corporate Governance. The 
Rating sorts the company by top-ranked up to bottom. The higher the rating the 
company means the higher the Trust value level, it can be used as a positive sig-
nal for companies that can increase investor confidence to the company so that 
it will affect the value of securities Company. Results of reviews and compari-
sons will provide benefits to companies one of which is the CGPI can be used as 
indicators or quality standards to be achieved the company in the form of public 
recognition of the application of the principles of GCG. CGPI has no effect on 
firm value (Kebon & Suryanawa, 2017). Another result found that GCG affected 
firm value (Randy, 2011; Retno & Priantinah, 2012), obtaining the results of 
GCG affect firm value CG. Furthermore, Fitri and Herwiyanti (2015), obtaining 
the results of GCG does not affect firm value.  

H1: The Corporate Governance Perception Index affects the firm value.  
Profitability used by investors to analyze the company’s performance against 

the performance of corporate profits, the better profitability of the emerging 
view of investors that the performance of both corporate profits and the compa-
ny can use its assets to generate earnings. Investors see better corporate perfor-
mance makes a lot of investors interested in shares of the company making the 
value of the stock rises. Research Wedayanthi and Darmayanti (2016), return on 
assets affects firm value. Return on assets is an important ratio that can be used 
to measure the ability of the company to make a profit with its assets (Andriyani, 
2015). Profitability affects the indirect impact on firm value (Hermuningsih, 
2012), the probability of an effect on firm value (Dewi & Wirajaya, 2013; Fi-
briyanto, 2015; Rudangga & Sudiarta, 2016; Setiadewi & Purbawangsa, 2015). 

H2: Profitability affects firm value on the Indonesian Stock exchange. 

3. Methodology 

The population in this study are all companies listed on the Stock Exchange 
since 2011-2015 Indonesia. Furthermore, 28 samples obtained by the established 
criteria. This study uses an unbalanced panel data, where the number of units of 
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time is different for each. Of the 28 samples were obtained 68 observational stu-
dies. The data used is data secondary data. Secondary data were obtained using 
online access http://www.idx.co.id/ by downloading all the published financial 
statements according to criteria predetermined sample, and the value obtained 
from the magazine self CGPI. The data analysis method used in this research is 
multiple linear regression analysis. Multiple linear regression analysis is used to 
predict how changes in the value of the dependent variable when the indepen-
dent variable value increased or decreased in value (Firdaus, 2011; Mariana & 
Abdullah, 2018), which is defined as follows  

1 1 2 2it it it itY a X X e= +β +β + . 

Hypothesis Testing Design 

The F test is done to see how much impact all the independent Corporate Go-
vernance Perception Index variables are and the profitability of the dependent 
variables of the company value. The hypothesis testing plan is as follows: 
 If a significant value of F (F Value) is greater than 0.05 (α > 5%), it can be in-

ferred there is no influence over the entire variable independent of the de-
pendent variable, then H0 received; 

 Conversely, if a significant value of F (F Value) is smaller than 0.05 (α < 5%), 
it can be concluded that independent variables collectively affect the depen-
dent variable, meaning H0 is rejected or Ha acceptable. 

Partial hypothesis Testing plan (Test T), this test will prove H0 or Ha to be 
accepted. If Ha is accepted then H0 is rejected. Hypothesis testing is used to 
know the relationship between the two variables there is a close or mutual rela-
tionship, between the free variables that are in the research in Corporate Gover-
nance Perception Index and profitability as well as variables tied to the compa-
ny’s value, then conducted a zero hypothesis test where T-test result decision can 
be seen in the coefficients table in column sig (significance). If the probability of 
a T value or significance is <0.05, then it can be said that there is a partial influ-
ence between the free variables to the bound variables. However, if the probabil-
ity of a value of T or significance is >0.05, then it can be said that there is not a 
significant partial influence between each variable being free of bound variables. 

4. Results  
4.1. Hypothesis Testing Results 

Hypothesis testing is done by multiple linear regression analysis. The results of 
multiple linear regression are presented in Table 1. 

From the results presented in Table 1 can be constructed a regression equa-
tion as follows:  

1 22.527 0.050 0.030it it it itY X X e= − + + + . 

A value F value of 16.984 with a significance value of 0.000 means that the in-
dependent variables together affect the dependent variable because the significance  
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Table 1. Results of multiple linear regression. 

Variable Coefficient Std. Error t Sig 

(Constant) −2.527 1.131 −2.234 0.029 

CGPI 0.050 0.014 3.578 0.001 

Profitability (ROA) 0.030 0.007 4.189 0.000 

F = 16.984  Sig = 0.000 

R = 0.586 R2 = 0.343 Adjusted R = 0.323 

Source: Research Data, Processing (2019). 

 
value is less than 5% or 0.05. This shows that the variable CGPI, and profitabili-
ty, can be used to predict firm value on the Indonesian Stock Exchange. The 
value of the coefficient of determination shown in Table 1 of 0.343% or 34.3% 
means that the CGPI variable, profitability, and the size of the company can ex-
plain firm value amounted to 34.3%. Ability to explain the independent variables 
was relatively small because of a larger percentage, namely 65.7%, explained by 
other variables not included in this study. 

A CGPI against the company’s value in Table 1 shows the significance value 
for the CGPI variable of 0.001 with a size of T value of 3.578. The significance 
value is smaller than alpha 0.05 (0.01 < 0.05). Thus, H01 was rejected and Ha1 
was accepted, meaning that the CGPI was of significance to the value of the 
company on the Indonesian stock exchange. The value of the CGPI variable 
coefficient is 0.050, indicating that if CGPI rises 1 (one) percent, it will result in 
an increase in the value of the company by 0.050 percent, assuming another va-
riable is constant. 

The impact of profitability on the company’s value in Table 1 shows the sig-
nificance value for the profitability variable at 0.000 with the size of the T value 
being 4.189. The significance value is smaller than alpha 0.05 (0.000 > 0.05). 
Thus, H02 is rejected and Ha2 is accepted, which means that the profitability is 
influential significance to the value of the company on the Indonesian stock ex-
change. The value of the profitability variable coefficient is 0.030, indicating that 
if profitability increased by 1 (one) percent, it would have resulted in a compa-
ny’s rise of 0.030 percent, assuming another constant variable. 

4.2. Discussion  
4.2.1. CGPI Influence on Company Value 
CGPI significant effect on the firm value on the Indonesian Stock Exchange. 
This shows their consideration CGPI assessment information by investors, which 
means there is the more economic value that can be generated from the acquisi-
tion of Indonesia ranks the Most Trusted Company CGPI. According to IICG 
(https://iicg.org/wp/), rating CGPI sort of companies ranked by the top until the 
bottom. The higher the rating companies means that the higher the level of con-
fidence, this can be used as a positive signal for the company to increase investor 
confidence in the company so that it would affect the value of securities companies.  
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The results of this study supported the previously stated hypothesis of CGPI 
affecting the firm value. The results of the research CGPI no effect on firm value 
(Kebon & Suryanawa, 2017). Another result found that GCG affected firm value 
(Randy, 2011; Retno & Priantinah, 2012), obtaining the results of GCG affect 
firm value CG. Furthermore, Fitri and Herwiyanti (2015), obtaining the results 
of GCG does not affect firm value.  

4.2.2. Influence the Profitability of Firm Value  
Profitability affects the significance of the firm value in the Indonesia Stock Ex-
change. This demonstrates high profitability capable of reflecting the company’s 
ability to generate high returns for shareholders. The greater the profit then the 
greater the ability of the company to pay dividends, and this has increased in the 
firm value. According to (Harahap 2009), the probability of companies with high 
profits tends to use more debt to obtain tax benefits. Profitability is the ratio of 
the effectiveness of management based on the returns generated from sales and 
investment, which measures how much a company’s ability to generate profits. 
The results support the hypothesis stated earlier profitability affects firm value. 
Dewi and Wirajaya (2013); Fibriyanto (2015); Rudangga and Sudiarta (2016); 
Setiadewi and Purbawangsa (2015), who obtained the results of probability affect 
firm value. The results obtained from research inversely Chaidir (2014); We-
dayanthi and Darmayanti (2016), profitability does not affect firm value. Fur-
thermore, Hermuningsih (2012), obtaining profitability results have an indirect 
influence on firm value. 

4.3. Conclusion 

Based on the data analysis and hypothesis testing that has been done, it can be 
concluded that: 

1) F value equal value 16.984 with a significance value of 0.000 means that the 
independent variables together affect the dependent variable because the signi-
ficance value is less than 5% or 0.05%. The coefficient of determination shown 
by 0.383% or 34.3% means that the variable CGPI, profitability, and the size of 
the company can explain firm value amounted to 34.3%. Ability to explain the 
independent variables was relatively small because of a larger percentage, namely 
65.7%, explained by other variables not included in this study.  

2) CGPI significant effect on the firm value on the Indonesian Stock Ex-
change. This shows their consideration CGPI assessment information by inves-
tors, which means there is the more economic value that can be generated from 
the acquisition of Indonesia ranks the Most Trusted Company CGPI. 

3) Profitability affects the significance of the firm value in the Indonesia Stock 
Exchange. This demonstrates high profitability capable of reflecting the compa-
ny’s ability to generate high returns for shareholders.  
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