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THE EFFECT OF FINANCIAL PERFORMANCE AND GOOD CORPORATE
GOVERNANCE ON COMPANY VALUE

By:
Endah Sri Wahyuni

Department of Accounting,
Faculty of Economics and Business

Tanjungpura University

ABSTRACT
This study aims to evaluate the effect of financial performance and good corporate

governance on company value. Financial performance is assessed using return on
assets (ROA), while good corporate governance is measured through the presence of
independent commissioners. Company value is measured by Price Book Value (PBV).
The data used in this study were collected from eight mining companies listed on the
Indonesia Stock Exchange (IDX) over a four-year period (2020- 2023). Data analysis
was carried out using the panel data regression method. The results of the study indicate that
financial performance and board percentage do not have a significant effect on company value.
This suggests that these two factors may not be the main indicators that investors need
to consider in evaluating company value. This finding is relevant for investors or
potential investors, providing an understanding that other aspects, such as business
strategy, innovation, and management quality, may play a greater role in investment
decision making. This study emphasizes the importance of considering additional factors
that are more decisive in analyzing company value to help investors make more

informed investment decisions.

Keywords: Financial Performance, Good Corporate Governance, Corporate Value.
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SUMMARY OF FINAL PROJECT

THE EFFECT OF FINANCIAL PERFORMANCE AND GOOD CORPORATE
GOVERNANCE ON COMPANY VALUE

1. Background

Given Indonesia’'s abundant mineral and energy resources, mining is one of the
most important economic sectors (Central Statistics Agency, 2022). Exports of
mining products averaged 17.50% of total non-oil and gas exports in 2018-2022.
However, over time, exports of mining commodities have fluctuated but tend to
increase both in terms of weight and value. Indonesia’'s mining commodity exports
have fluctuated significantly in recent years (Syahputra, 2017). In 2020, there was
a 15.52% decline in exports, followed by a 14.19% decline in export value in
2019 and 20.75% in 2020.

However, in 2018, exports increased by 20.50%, and the positive trend
continued with a sharp increase of 92. 14% in 2021 and 71.30% in 2022 (Central
Statistics Agency, 2022). These fluctuations ilustratte unstable conditions, but the
contribution of mining sector remains an important factor in maintaining the stability of the
national economy. Amid global uncertainty, mining exports still have great potential to

attract investor interest.

Financial performance is one of the factors that potential investors should
consider when deciding to invest in stocks because financial performance
determines the value of a company. This is because the better the financial
performance of a company, the greater the company's ability to generate profits in

line with investors' expectations (Zabetha et al., 2018).

Financial performance factors alone are not enough to guarantee the value of a
company, but companies must pay attention to good corporate governance. Good
corporate governance is expected to balance various interests so that it benefits the

company as a whole(Zabetha et al., 2018).
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Corporate governance has been a topic that has attracted a lot of attention
since 1998 when the country was experiencing a crisis. One of the causes of the crisis
that occurred in Indonesia is the weak supervision of the company's directors.

For Investors, the growth and stability of exports of this commodity are positive
indicators for long-term prospects of mining companies (Nugroho et al, 2022). To ensure
that investment interest reamins high, mining companies need to continue to maintain
and improve their operational performance. This incluades efforts to maintain company
value through good management strategies, operational effeciency, and increased
competitiveness.  The company's financial performance is very important for
prospective investors in considering stock invesments, because it reflects the company's
value.

On the other hand, poor financial performance can reduce investor
interest, because it indicates a higher risk of loss or the company's inability to meet
expectations (Zabetha et al., 2018). The company's value cannot be guaranteed based
on its financial performance alone. In addition, companies need to consider
governance as well as possible. To benefit the entire company, through good
corporate governance, it is hoped that it can balance the interests of various parties
(Zabetha et al., 2018).

2. Problem Formulation
a. Does Financial Performance affect the Company's Value in Mining
Companies in the Metals and Minerals Sub-Sector Listed on the
Indonesia Stock Exchange for the 2020-2023 Period?
b. Does Good Corporate Governance affect the Company Value of Mining
Companies in the Metals and Minerals sub-sector listed on the Indonesia
Stock Exchange for the 2020-2023 period?

3. Research Objectives
a. To find out the effect of Financial Performance on Company Value in
Mining Companies in the Metals and Minerals Sub-Sector listed on the
Indonesia Stock Exchange for the 2020-2023 Period

b. To find out the effect of Good Corporate Governance on Company Value
IX



in Mining Companies in the Metals and Minerals Sub-Sector Listed on
the Indonesia Stock Exchange for the 2020-2023 Period

4. Research Methods

This study uses a quantitative method with a data analysis technique in the

form of multiple linear regression analysis assisted by using the Eviews

application. Data and information for this research are obtained through

mining companies listed on the Indonesia Stock Exchange (IDX), as well as

through the internet and journals. The subject of this study is mining

companies in the metal and mineral sub-sector that are listed on the Indonesia
Stock Exchange (IDX) from 2020-2023.

5. Results and Discussion

a.

From the results of the test of financial performance variables, it has no
effect on the value of companies in mining companies in the metals and
minerals sub-sector listed on the Indonesia Stock Exchange (IDX) for the
2020-2023 period. This shows that the high level of ability of a company
to profit from certain sales does not affect how high the company's value
is.

From the results of the test of the good corporate governance variable, it
has no effect on the value of companies in mining companies in the metal
and mineral sub-sector listed on the Indonesia Stock Exchange for the
2020-2023 period. This shows that the larger the number of independent
committee members, does not guarantee an increase in the value of the
company.

Simultaneously, financial performance variables and good corporate
governance have an influence on the company's value. This indicates that
the company's value can be affected by an improvement in financial
performance due to effective monitoring from independent

commissioners.



6. Conclusion

The results showed that both hypotheses were rejected. The coefficient
value of determination gives a result of 0.494038 which means that the
company's performance and good corporate governance can explain the
company's value with a percentage of 49.4%.

Some factors such as financial performance and good corporate
governance presented in this study do not limit future researchers to study and
use other factors that may be proven to be able to affect the value of the

company.
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CHAPTER I
INTRODUCTION

1.1. Background
Given Indonesia's abudant mineral and energy resources, mining is one

of the most important economic sectors (Central Statistics Agency, 2022).
Exports of mining products averaged 17.50% of total non-oil and gas exports in
2018-2022. However, over time, exports of mining commodities have fluctuated
but tend to increase both in terms of weight and value. Indonesia's mining
commodity exports have fluctuated significantly in recent years (Syahputra,
2017). In 2020, there was a 15.52% decline in exports, followed by a 14.19%
decline in export value in 2019 and 20.75% in 2020. However, in 2018, exports
increased by 20.50%, and the positive trend continued with a sharp increase of
92.14% in 2021 and 71.30% in 2022. These fluctuations illustrate unstable
conditions, but the contribution of the mining sector remains an important factor
in maintaining the stability of the national economy. Amid global uncertainty,
mining exports still have great potential to attract investor interest.

Financial performance is one of the factors that potential investors
should consider when deciding to invest in stocks because financial
performance determines the value of a company. This is because the better the
financial performance of a company, the greater the company's ability to

generate profits in line with investors' expectations (Zabetha et al., 2018).
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Financial performance factors alone are not enough to guarantee the value of

a company, but companies must pay attention to good corporate governance. Good

corporate governance is expected to balance various interests so that it benefits the

company as a whole(Zabetha et al., 2018). Corporate governance has been a topic

that has attracted a lot of attention since 1998 when the country was experiencing a

crisis. One of the causes of the crisis that occurred in Indonesia is the weak

supervision of the company's directors.



For investors, the growth and stability of exports of this commodity
are positive indicators for the long-term prospects of mining companies
(Nugroho et al., 2022). To ensure that investment interest remains high, mining
companies need to continue to maintain and improve their operational performance.
This includes efforts to maintain company value through good management strategies,
operational efficiency, and increased competitiveness. Thus, this sector can make a
greater contribution to the national economy and increase investor confidence in
facing global challenges. The company’s financial performance is very important for
prospective investors in considering stock investments, because it reflects the
company's value. If a company's financial performance is good, the company has a
greater ability to generate profits, in accordance with investor expectations. Investors
will be more interested in investing in companies with stable and profitable financial
performance, because this shows the potential for long-term growth (Budianto et al,
2023).

On the other hand, poor financial performance can reduce investor
interest, because it indicates a higher risk of loss or the company's inability to meet
expectations (Zabetha et al., 2018). The company's value cannot be guaranteed based
on its financial performance alone. In addition, companies need to consider
governance as well as possible. To benefit the entire company, through good
corporate governance, it is hoped that it can balance the interests of various parties
(Zabetha et al., 2018).

Since the 1998 national crisis, corporate governance has attracted much
attention. One of the causes of the crisis in Indonesia was the lack of supervision
of the company's directors. In this study, Return on Assets (ROA) is a
measurement ratio applied in determining financial performance. This ratio
helps investors and potential investors assess the prospects of a company.
Meanwhile, the independent board of commissioners is the ratio used to
determine the good corporate governance variable. The ratio between the stock
price and its book value or Price Book Value (PBV) is a way to determine the

value of the company.

18
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This study is a development of previous research by Aini & Cholid (2020).
Previous studies used independent variables, namely Return on Assets (ROA) to
measure company performance, researchers in this study added additional
variables, namely the proportion of the board of commissioners obtained from
research by Sitanggang (2021). Previous studies used insurance companies, in
addition, for this study the researchers used the metal and mineral subsector of
mining companies listed on the Indonesia Stock Exchange (IDX) for the period
2020 to 2023.

1.2. Problem Formulation
Based on the background that has been described, the main problems in this

study are as follows:

1. Does Financial Performance affect the Company's Value in Mining
Companies in the Metals and Minerals Sub-Sector Listed on the Indonesia
Stock Exchange for the 2020-2023 Period?

2. Does Good Corporate Governance affect the Company Value of Mining
Companies in the Metals and Minerals sub-sector listed on the Indonesia
Stock Exchange for the 2020-2023 period?

1.3. Research Objectives
The objectives of this research focus on the issues that will be discussed as

follows:

1. To find out the effect of Financial Performance on Company Value in
Mining Companies in the Metals and Minerals Sub-Sector listed on the
Indonesia Stock Exchange for the 2020-2023 Period

2. To find out the effect of Good Corporate Governance on Company Value in
Mining Companies in the Metals and Minerals Sub-Sector Listed on the
Indonesia Stock Exchange for the 2020-2023 Period
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1.4. Research Contribution
1.4.1. Theoretical Contribution

It is hoped that the results of this research will help the development of
science, especially in the field of management in companies related to financial
performance and good corporate governance. The results of this study can also be
used as a reference for PIHK who conduct similar research.

1.4.2. Practical Contribution
1). This research is expected to provide information for decision-making for

company management in order to increase the company's value in mining
companies in the metal and mineral sub-sector.
2). This research is expected to provide information and input to investors related

to decision-making who want to invest in mining companies in the metal and

mineral sub-sector in order to make decisions effectively and efficiently.

1.5. Contextual Overview of Research

This study aims to test whether there is an influence of Financial Performance
and Good Corporate Governance on Company Value in mining companies in the
Metals and Minerals sub-sector. The measurement and valuation of a company's
value is closely related to financial performance. Performance measurement
shows how well a company manages the company in a period. By using this
measurement, companies can improve their operational activities in order to

compete with other companies.



