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ABSTRACT 

 
The research objective was to test the influence of board structure on firm 

performance empirically.  In detail the objectives were to test empirically: 1) the 
negative influence of commissioner board size on firm performance, 2)  the negative 
influence of board of directors size on firm performance, 3) the positive influence of 
female commissioners board on firm performance, 4) the positive influence of female 
board of directors on firm performance and 5) the positive influence of the 
independence of  commissioner board  on firm performance.  The research used 
secondary data taken from the Indonesian Capital Market Directory (ICMD) published 
by the Jakarta Stock Exchange (JSX) year 2001–2005 for 150 firms. Samples used were 
chosen based on purposive sampling. Analysis method used to test the hypotheses was 
multiple regression.  

The result showed: 1) there is a negative influence of board size on firm 
performance. This result is consistent to the result of Yermack (1996, in Beiner et al. 
2003) and Jensen (1993) but inconsistent to Beiner et al. (2003), 2) there is a negative 
influence of the size of female board on firm performance. This result is consistent to 
Adams and Ferreira (2004), Farrel and Hersch (2001), also Novia and Lukviaman 
(2006) but inconsistent to Adams and  Ferreira (2004), 3)  there is a positive influence 
of the independency of commissioner board on firm performance. This is inconsistent to 
the result of Dulewitzc and Herbert (2004) and also Anderson et al. (2004), and 4) 
KNKG rules stated that board composition required to at least 20% of the member shall 
be independent members. The result showed a positive indication of the increase of 
firm’s awareness in revising board effectiveness, also the revision of corporate 
governance implementation in general. 
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I. INTRODUCTION 

A. Background 

Corporate governance became as issue since many business scandals happened 

that indicated the weakness of  British companies at 1950-s and be continued up to 

crisis at 1980-s (Davies, 1999:34-35).  The forming of the Cadburry Committee at 1991 

to prepare Code of Best Practice was the  response toward many business scandals in 

England. 

As the development of corporate governance issues in England, there were many 

discussions at some developed countries, as US, Germany, French, Japan, Russia, Italy, 

and  Australia. Corporate governance issue swere discussed related to the business 

scandals. Nowadays, most countries (including Indonesia) has formed institution to 

form corporate governance principles that has been adapted to business environment in 

the country.  World  Bank and Organization for Economic Co-operation and 

Development (OECD) has given important contribution in preparing the principles. In 

some countries, there are listing of the corporate governance at corporate level. Credit 

Lyonnais Securities Asia (CLSA) had published corporate governance practice report 

from  494 companies in  24 countries at March 2001. Korean Stock Exchange (KSE) 

had done a survey in 2001 on corporate governance practices from  540 companies 

listed at KSE.  With focused on corporate disclosure practices, Standard and Poors in 

2000 had surveyed 573 companies at 16 countries which have developing stock market 

and other 3 developed countries. In Indonesia, listing of corporate governance practice 

on companies listed on the Jakarta Stock Exchange, had been done by the Indonesian 

Institute for Corporate Governance (IICG) continuously every year since 2001. 
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Corporate Governance (CG) is a governance that explain the relation between 

participants in a company that state the companies’ director and performance. (Monks 

& Minow, 1995). Issues in CG appeared, especially in Indonesia, after Indonesia passed 

long crisis since 1998. Many parties stated that the length of recovery period in 

Indonesia is caused by the weakness of GC.  After that, both government and investor 

started to give a significant attention in GC practice. 

Porter (1991) stated that the reason why a company succeed or failed maybe 

caused by the strategy. The succeed of a company mostly caused by its strategic 

characteristic and its management, including the Good Corporate Governance (GCG) 

system in a company.  GCG structure in a company can influence a company success or 

failure.  

 The terminology of corporate governance is very popular and has been a very 

interesting topic in many countries, especially in the last ten years.  In general, corporate 

governance is a system about how a company been managed and controlled through the 

delegation of a certain right and authority. Monks and Minow (1995) and also Brown 

and Cayloe (2004) stated that corporate governance is a relation among certain elements  

in directing the companies performance. Those elements consisted of three main parties:  

shareholders, management, and also directors. 

Researches on companies’ director, as one main element , had been done at 

many countries under a tendency to US perspective (Beiner et al. 2003) in Novia and 

Lukviarman (2006), with one tier board system characteristic. Beiner et al. (2003) in 

Novia and Lukviarman (2006), in the same perspective, stated a general consensus that 

different aspect and mechanism will bring a very important role in increasing the 
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effectiveness of board monitoring. For example board composition, board 

independence, and board dynamics. 

Research on  board governance as were done by  Hopt and Leyens (2004) in 

Novia and Lukviarman (2006), Brennan and McDermott (2004), Anderson et al (2004), 

O’Sullivan and Pauline (1998) in Novia and Lukviarman (2006), Nicholson and 

Geoffrey (2004) in Novia and Lukviarman (2006), Adams and Ferreira (2004), and also 

Dulewicz and Herbert (2004). Those researchers measured board governance based on 

board task, board practice, and board structure. While the indicators of performance 

based on internal side of company as financial statement, and from outside of company, 

as market return.  But, Bhagat and  Black (1999) stated that there is no a valid evidence 

about the influence of  board governance on firm performance.  The evidences are 

showed  from the different results.  

Indonesian companies adopted the same system with European Continental e.g 

two tier board system.  Under dual board system, a company has two boards: the board 

of directors that has to conduct company’s operation, and the commissioners board that 

has to check the board of directors’ results. But, the board system used in Indonesia is 

unique. The main characteristics of the system at other countries is: the commissioners 

board or usually called as supervisory board, was chosen by and should be responsible 

to Rapat Umum Pemegang Saham (RUPS),  and then they will choose board of 

directors.  While in Indonesia, the Undang-undang PT (1995) stated that both are 

choosen by and be responsible to RUPS (Lukviarman, 2004).  This brings a uniqueness 

on the practice of board governance in Indonesia. 

B. Problem Identificaton  
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The separation of ownership and control function in agency relationship often 

resulted in agency problems. Those problems appeared based on conflict or interest 

difference between principal (owner or task giver) and agent (managers or task 

receivers). Agency theory tries to explain  the most efficient contract that can limit the 

conflict or agency problem. (Jensen and Meckling, 1976). 

But, the existence of an efficient contract is not sufficient to overcome agency 

problems. The concept of  corporate governance appears because of the limitation of 

agency  

theory in overcoming agency problems and this can be viewed as the continuation of  

agency theory (Ariyoto, 2000). Corporate governance give an assurance to the financial 

suppliers at the company will get return on their investment. (Shleifer and Vishny, 

1997).  Cadbury (1992) in Sunarto (2000), stated that corporate governance is a system 

to direct and control a company. In general, the research problem; is there any influence 

of  board structure on performance? In detail, the problems are: 1) is commissioners 

board size has a negative influence on firm performance? 2) is board of directors size 

has a negative influence on firm performance? 3) is female commissioners board has a 

positive influence on firm performance? 4) is female board of directors has a positive 

influence on firm performance? and 5) is the independence of  commissioner board has 

a  positive influence on firm performance? 

C. Research Objective  

Many research had found a positive relation between corporate governance and 

the value/company performance (for example, Black et al., 2003; Klapper and Love, 

2002; Mitton, 2000; and Darmawati et al., 2004). The results indirectly showed the 

usefulness of the rank of corporate governance at company level that had been done at 
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some countries (including Indonesia). In general, the research objective was to test 

whether the board structure has an influence on firm performance. In detail the objective 

are: 1) is commissioners board size has a negative influence on firm performance? 2) is 

board of directors size has a negative influence on firm performance? 3) is female 

commissioners board has a positive influence on firm performance? 4) is female board 

of directors has a positive influence on firm performance? and 5) is the independence of  

commissioner board has a  positive influence on firm performance? 

 

D. Difference from previous research 

Difference from previous research: 1)  this research retested the research of  

Novia and Lukviarman (2006) by changing the proxy of  firm performance to ROE and 

by adding market performance, 2)  research of Black et al., 2003; Klapper and Love, 

2002; Mitton, 2000; also Darmawati et al., 2004 only tested the size of  board of 

directors, and 3) research of  Mardiyah (2007), using fraud in financial statement as its 

dependent variable.   

E.  Research Contribution  

1)  Theory: to strengthen agency theory. 

2)  This research not only measure the relation between governance of board of 

directors and firm performance as already found in previous researches in Indonesia, 

but also by measuring the governance of two boards (board of directors and 

commissioner board). This is based on the reason that the performance of board of 

directors will also connected to the monitoring of commissioner board. It is 

expected that the difference and uniqueness of this research can increase the 

understanding of board governance practice in  Indonesia. 
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II. THEORETICAL FRAMEWORK AND HYPHOTESIS DEVELOPMENT 

A. Theoretical framework  

1). Agency Theory 

The implementation of Good Corporate Governance (GCG) in firm management 

can be seen from the firm ability in implementing main principles of GCG. There are 

four GCG principles based on the Indonesian Institute for Corporate Governance (IICG) 

and the Forum for Corporate Governance in Indonesia (FCGI), e.g: a) fairness, b) 

transparancy, c) accountability and d) responsibility.  There are differences in GCG 

principle or code in every country or organization. But although each country has 

different code, but there are still some universal principles (Antonius and Subarto 

2004). 

There are two main theories in CG: stewardship theory and agency theory. 

Stewardship theory is build on the philosophical assumption about human 

characteristics that actually human beings can be trusted, has ability to conduct under 

his responsibility, has integrity and honesty.  In other words, stewardship theory looks 

that management can be trusted to take the best action for public interest in general and 

especially for shareholders. (Daniri, 2005). This theory  explained that the separation of 

principal and management need relation facilities between top management and 

managers in order to get maximum result for shareholders. While agency theory looks 

that firm’s management is the agent of shareholders, they will act for their own interest, 

different from what stewardship  theory said. In opposite of stewardship theory, agency 

theory stated that management can not be trusted to take the best action  for the public 

and shareholders. (Daniri, 2005). 
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In the next development, agency theory gets broader response because it reveals 

the real condition. Then, CG is developed on the agency theory, when management 

shall be checked  and controlled to ensure that the management has been done under the 

compliance on all rules. Some supporting research stated that CG issue has agency 

theory as the background. Commissioner and board of directors as firm’s agent are 

given responsibility to manage the firm and make decisions on behalf of thir principal, 

but the agent have different interest from the shareholders (principal).  Tjager et al., 

(2003), said that agency problem appears as the result of the conflict between the hope 

and objective of principals and top management. Principals face difficulties to verify 

their management performance. 

Central issue of the corporate governance based on the separation between 

ownership and control on firm. (FCGI, 2005). Agency theory is a perspective of the 

separation, as the interest conflict. Jensen and Meckling (1976) stated that the agency 

relationship appears when principals uses the service of agents and give them authority 

to manage the firm. The objective of the separation of ownership and management is to 

get a better management from professionals, to maximize its profit with an efficient cost 

(FCGI, 2002). But because both parties (principal and agent) are utility maximizers, 

there is a reason that agents will not always act for the best interest of their principals 

(Jensen and Meckling, 1976). Then the separation will drive interest conflict between 

both parties and reducing company’s value. To overcome the problem, an incentive 

system and governance is needed. (Jensen, 2004). 

2). Corporate Governance 

 According to the concepts as the background to the development of the 

corporate governance, there are several definitions about it. Turnbull (1997) in 
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Syakhroza (2003) states that corporate governance is a system of governance which is 

done through the consideration of all the factors influencing the institutional process 

included the factors related to the regulator function.  

 Melvill in Sunarto (2003) stated that corporate governance is a system used to 

control and determine the company. The managers in the company act effectively to the 

corporate governance by doing several actions, those are: a) identifying properly, 

evaluating, and managing the risk and opportunity; b) following up the company 

policies and explaining the company’s goal completely; c) following the standard 

ethics; and d) seeing the board of the company as the ‘expert’ and the legal authority is 

admitted. Meanwhile the management accountant can play the role in other things; a) 

giving the information about the performance appraisal in the past and the approved and 

planned future activities; b) designing and applying the internal control system which is 

acted as the board of guarantor; c) guaranteeing that the delegation of the authority is 

obeyed; and d) supervising and evaluating the costs and the benefits from the main 

activity. 

 Sheilfer and Vishny (1997) in Syakhroza (2003) defined the corporate 

governance as “…deals with the ways in which suppliers of finance to corporations 

assure themselves of getting a return on their investment”, that is, the process which is 

related to the ways the stockholders assure themselves that they get return for their 

investments. 

 As one of the institutions which has the initiative to promote the concept of 

corporate governance, Organization for Economic Corporation and Development 

(OECD) (1991) in Syahkhroza has the definition that the corporate governance is the 

system by which business corporations are directed and controlled. The corporate 



                                                                                                                         
     

INT-06   10 

governance structure specifies the distribution of right and responsibilities among 

different participants in the corporation, such as, the board, managers, shareholders and 

other stakeholders, and spells out the rules and procedures for making decisions on 

corporate affairs. By doing this, it also provides the structure through which the 

company objectives are set, and the means of attaining those objectives and monitoring 

performance. 

 Cadbury (1992) in Sunarto (2003) said that there are only three main principles 

in corporate governance, they are: a) transparency, b) integrity, and c) accountability. 

Whereas OECD in Sunarto (2003) mentioned that there are five main principles in 

corporate governance, those are; a) the protection to the shareholder’s rights; b) the fair 

treatment to the shareholder; c) the stakeholders’ role in corporate governance; d) the 

transparency; and 4) the board of directors’ role in the company. 

 Literally, governance is often translated as the arrangement. Nevertheless, in 

Good Corporate Governance (GCG) context, governance is often interpreted as tata 

pamong, yet in the business circle, generally, that term is interpreted as firm 

governance. The term of Corporate Governance is firstly introduced by Cadbury 

Committee in 1992 in the report which is known as Cadbury Report (Tjager et al., 

2003). According to the Cadbury Committee GCG, it is the principle that determines 

and controls the company in order to reach the balance between power and authority of 

the company in giving the responsibility especially to the shareholders and to the 

stakeholders in general. The other definition from Cadbury committee is by seeing 

corporate governance as a set of rules that formulates the relationship between the 

shareholders, managers, creditors, government, employees, and the other parties that 

have the same importance, not only internal but also external related to their rights and 
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responsibilities. Monk and Minow (1995) defined Corporate Governance as the 

relationship of the participants in determining the direction and corporate performance. 

Sheilfer and Vishny (1997) also mention that Corporate Governance is a part of way or 

mechanism to convince all of the shareholders that they get the return properly to what 

they have invested in the company. Several Indonesian institutions propose the 

definition of corporate governance, as the one which is derived by Forum for Corporate 

Governance in Indonesia/FCGI (2000) defining that corporate governance as a set of 

rule that arranges the relationship between shareholders, management creditorsr, 

government, employees, and the other internal and external importance keeper related to 

their rights and responsibilities or in other words a system which controls the company. 

The Indonesian Institute for Corporate Governance (IICG, 2000) in Septiani and 

Wibowo (2006) define corporate governance as the process and structure applied in 

running the company with the main objective is to improve the shareholder’s value in a 

long term and keep considering the importance of other stakeholders. Therefore, from 

those explanations of definition above, it can be concluded  that: 

a). Effectiveness coming from the company’s culture, ethics, value, system, business 

process, policy, and the organization structure of the company which has the 

objective to “support and encourage the company development, the management of 

the source and risk effectively and efficiently, the company responsibility to the 

shareholders and other stakeholders,” 

b). A set of principles, policies and company management system applied to build the 

effective and efficient, and profitable company operational in performing the 

organization and the company business “to achieve the strategy target which fulfill 
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the fine business practical principles and the application that is suitable to the rule, 

concern to the environment, and also based on the high social – cultural norms,” 

c). A set of rule and/or the system directing to the company control for creating the 

additional value for the interest holders (government, shareholders, company 

director, and employees) and for the company itself. 

3). Board Governance  

 There are two types of board system which is generally used by the companies. 

The first is single (one) tier board system, or known as The Anglo Saxon Model 

(Lukviarman, 2004). In this system, the company only has one board, that is board of 

directors (commissioner board in Indonesia), and the function is to supervise how the 

management carries out the company. This board is chosen and responsible to The 

Annual General Meeting (AGM). This system is used at the companies in USA, 

England, Australia, and many other commonwealth countries. The second type is dual 

(two) tier board system, or also known as The Continental European Model 

(Lukviarman, 2004). In this system, a company has two boards. They are management 

board, the duty is to manage the company, and supervisory board which carries out the 

supervising all actions as well as the management board actions. Indonesia, as the 

country which applies two tier board system, has a number of policies arranging the 

management board duty and structure, that is stated in Undang-Undang Perseroan 

Terbatas  1995. Besides that, there are some orientations from other related institutions 

that can be used as the reference, such as corporate governance guide coming from 

Komite Nasional Kebijakan Corporate Governance (KNKG). In Undang-Undang 

Perseroan Terbatas, section 1 article 4 and 5, 1995, it is stated about the duty and 

responsibility of the company board. Management board is the organ that has full 
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responsibility to the management of the corporation for the importance and objective of 

the corporation, whereas commissioner board is the heart of the company which is 

responsible for supervising, and advising the management in running out the 

corporation. 

 KNKG (2002) requires that the management of the company must have a 

composition in such a way, so that it is possible to take an effective, precise, and fast 

decision. Every board must be able to act independently, which means that it does not 

have any importance that can disturb its ability to do the task independently, and to be 

critical in each other relationship, as well as with the other board. Theoretically, board 

has the quality to be independent which means that it is not interfered with the 

management of the company. In the independent commissioner, there is no distinct rule 

mentioning about this problem, whether in Undang-Undang Perseroan Terbatas or in 

Undang-Undang Pasar Modal (Sutawinangun, KNKG, 2002). Nevertheless, PT Bursa 

Efek Jakarta, through Surat Keputusan Direksi BEJ on June 30, 2000, stated that the 

condition of independent commissioner is: not having any affiliation relationship with 

the majority shareholders or controlling shareholders, not having relationship with the 

management and/or other commissioner, and not having double positions in other 

company that is affiliated with the related Noted Company.  

 CG usually points on a group of mechanism which influences the decision that is 

going to be made by the manager when there is the detachment between ownership and 

control. Some of the controls are on the function of the management board, 

shareholders, institutional, and the control from market mechanism (Larcker et al., 2005 

in Wardhani, 2006). The success of the company is really determined by the decision or 

strategy taken by the company. Board holds the main significant role in determining the 
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strategy of the company. Indonesia is a country using two-tier concept, where the board 

consists of management board and commissioner board. The term ‘board’ in USA 

points more on the function of the commissioner board. According to the result of the 

research done in USA, the term ‘board’ means the commissioner board. 

4). Firm Performance 

 Firm is established with the aim to increase its value through the wealth 

improvement of the owner or shareholders. Nevertheless, on the other hand, the 

manager as the doer of the company has different objective especially in increasing the 

achievement of the individual and the compensation that is to be accepted. If the 

manager of the company does some actions which are for getting his own benefit and 

disobey the investor’s importance, it can loose the investor’s hope about the return for 

the fund they have invested in the company. Due to that, it needs to build a protection to 

all parties concerned to the company. 

 Kasey (1993) in Sunarto (2003) derived that corporate governance is a structure, 

process, culture, and system to create a successful operational condition for an 

organization. Forum for Corporate Governance in Indonesia (FCGI) defines corporate 

governance as a set of rules which maintain the relationship between shareholders, 

managers, creditor, government, employees and other internal and external importance 

holders related with their rights and responsibilities.” The objective of corporate 

governance is to create additional value for the importance holder parties.  

 The good corporate governance mechanism and owner proportion along with the 

board of directors proportion which in a relatively balanced can create good corporate 

governance (Sunarto, 2003). Sunarto (2003) also stated that if good corporate 

governance is achieved so that the performance of the company share will be increase. 
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The application of GCG brings a very good benefit to the company. According to 

Harmanto in SWA magazine (2004), several benefits that can be obtained in applying 

the GCG, such as: trusted by the investor, business partner or even the creditor; to be 

linier due to the clear duty and authority delegation; the consideration of the power 

between internal structure of the company, that is director, commissioner, audit 

committee, etc; the decision making is more accountable and more careful for the 

sustainability of the company. Based on these benefits, therefore, there is a big chance 

for the shares of the company in CGPI will be reacted by the market, whether for those 

which are in the list of top ten of CGPI or not, because, by only following the survey, it 

means that the company has shown a good intention as the trusted and open company.  

 In order to have a good implementation of carrying out the good corporate 

governance, government has made some rules, those are: Bapepam with Surat Edaran 

No. SE-03/PM/2000 qualifies that every public company in Indonesia has an obligation 

to form Audit Committee consists of at least 3 members and the leader must be an 

independent commissioner of the company with two external persons who are 

independent from the company, who are dominate and have the background of 

accountancy and finance. Meanwhile for the BUMN/BUMD company, according to the 

decision from Mentri Badan Usaha Milik Negara Nomor: 117/M-MBU/2002 states that 

“Commissioner/Supervisor Board must form a committee that works collectively and is 

able to help the commissioner/supervisor board in carrying out the duty, that is helping 

the commissioner/supervisor board in assuring the effectiveness of the internal 

controlling system, the effectiveness in running the external and internal auditor.” 

 The success of the corporate governance mechanism reflects in corporate 

performance, where corporate performance can be measured from return on capital 
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(ROC), return on equity (ROE) and economic value added (EVA). By using regression 

model, Darmawati et al. (2004) finds the influence between corporate governance and 

operational performance of the company but corporate governance is unable to 

influence the market performance of the company. This case might be caused by the 

market response to the implementation of corporate governance with the long term 

company performance. 

 Corporate governance is a system that arranges and controls the company hoped 

to able to give and improve the company’s value to the shareholders. Therefore, the 

application of good corporate governance is trusted and able to improve the value of the 

company. Dey report (1994) in Bernhart&Rosenstein (1998) proposed that the effective 

corporate governance in a long term can increase the company performance and benefits 

the shareholders. 

Nuryanah (2004) studied the emiten’s compliance on board governance. The 

result showed that board governance structure and composition is influenced by 

industry, as bank and financial sector are industries that have a qualified legal 

framework. It is consistent to Adams and Menhran (2003) in Septiani and Wibowo 

(2006) that board governance structure and composition are very different. Deni et al. 

(2004) studied the relation between CG and firm performance, CG is measured based 

on Corporate Governance Perception Index (CGPI) and firm performance is measured 

using Tobin’s q as market measurement and ROE as operational performance 

measurement. The sample was firms included in CG listing that had been done by IICG. 

The result concluded that  a) CG has significant influence on ROE, b) CG has no 

influence on market performance (Tobin’s q). The study of  Deni et al. (2004) had 

included CG structure and process, because it used the result of  IICG. 



                                                                                                                         
     

INT-06   17 

B. Hypothesis Development 

1). The influence of commissioner and board of directors on firm performance 

By separating the role between shareholders as principal and managers as agent, 

managers has a significant control in allocating investor’s fund (Jensen & Meckling, 

1976 and Shleifer & Vishny, 1997). Besides, Mizruchi (1983) also explained that board 

is a firm’s controlling center and is the one that has main responsibility in firm’s success 

in long term period (Louden, 1982 in Wardhani,2006). 

Board of directors will get the policies or strategy in both short and long term. 

While commissioner board role is more stressed on monitoring the implementation of 

board of directors policies.  This role is expected to minimize agency conflict between 

board of directors and shareholders.  

          The importance of board (management and commissioner) then makes new 

question about the number of board member. Big amount of board member will give 

advantage from the resources dependence point of view (Alexander et al., 1993; 

Goodstein et al., 1994; and   

Mintzberg, 1983 in  Wardhani, 2006). The meaning of resources dependence 

point of view is that firm will depend on its board to manage their resources better. 

Pfeffer & Salancik (1978) in Wardhani (2006) also explained that the higher need of 

effective external relation, the higher need of the number of board member. While the 

weakness of big number of board number is in communication and coordination,  and  

board ability to control the management , then caused agency problems from the 

separation between management and control. (Jensen, 1993 and Yermack, 1996). 

Previous research stated that firms with big board size do not have a better 

coordination, communication and decision making than the one with smaller board 
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number (Jensen, 1993 and Yermack, 1996). Dalton et al. (2006) stated that there is a 

positive relation between board size and firm performance. While Eisenberg et al. 

(1998) stated that there is a negative relation between board size and firm performance, 

using Finland’s firm a samples. Board is a very important mechanism in CG, that affect 

firm performance. Different result may caused by the financial characteristic of each 

firm. Board of directors effectiveness will produce different result for a firm with a 

good financial condition if it is compared with the one with financial problem.  

Yermarck (1996) also Lorderer and Preyer (2002) in Novia and Lukviarman 

(2006), were some researchers that found that board size has a negative relation with 

firm performance and firm value. They stated that the bigger board size, the lower firm 

effectiveness. This is consistent to Jensen (1993), that stated that when board size has 

reached  seven or eight person, then the board will tend to be uneffective in doing their 

task and function. The same statement came from Beiner et al. (2003) in Novia and 

Lukviarman (2006), that if board size is too big, then the agency problem will tends to 

be higher. It makes  

firm’s board will only be a symbol that can not conduct control and monitoring function 

well. Based on the background, the first alternative hypothesis is: 

Ha1a:  Commissioner board size has a negative influence on firm performance 
Ha1b:  Board of directors size has a negative influence on firm performance  

2).  The influence of female commissioner and board of directors on firm 

performance 

Researches that measures the influence of gender composition in firm board on 

firm performance were done by Farrel and Hersch (2001) also Adams and Ferreira 

(2004), who used Swedish firms as samples under one tier board system. They stated 



                                                                                                                         
     

INT-06   19 

that female representation in firm board can give different perspective, experience and 

opinion in board governance practice. Besides, female director can drive teamwork and 

decrease attendance problems in board meetings. Based on the explanation, the second 

alternative hypothesis is:  

 
Ha2a: Female commissioner board has positive influence on firm performance 
Ha2b: Female board of directors has positive influence on firm performance 

3). The influence of independence of commissioner board  on firm performance  

One problem in CG implementation is the existence of CEO that has bigger 

power than the comissioner board.  Actually, the function of commissioner board is to 

monitor the performance of board of directors that is managed by the CEO. 

Effectiveness of commissioner board in balancing the CEO power is much affected by 

the independence level of the board of directors (Lorsch, 1989; Mizruchi, 1983; also 

Zahra & Pearce, 1989 in Wardhani, 2006). 

The result of research about the effect of board independence on firm 

performance are various.  Some researches stated that the high proportion of outside 

board has a positive relation with firm performance. (Yermack, 1996; Daily & Dalton, 

1993; also Strearns & Mizruchi, 1993), not a factor of firm performance (Kesner & 

Johnson, 1990 in Wardhani, 2006), and has negative relation with firm performance 

(Baysinger, Kosnik and Turk, 1991, also Goodstein and  Boeker, 1991 in  Wardhani, 

2006). 

The context of independence become more complex in firm with financial 

problems. Pfeffer & Salancik (1978) in Wardhani, 2006 stated that the bigger stress 

from firm environment, the need of outside support will be higher. Daily and Dalton 

(1994) stated that if there is a resistence from CEO to implement an aggressive strategy 
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to solve the decreasing performance, then the outside board of directors will support the 

changing decision. This is because the tendency that the higher representation of insider 

board, the lower management role in strategic decision making (Judge & Zeithaml, 

1992 in Wardhani, 2006). 

There are many researches done to measure the relation between board 

independence and firm performance, as done by Dulewicz and Herbertz (2004), who 

found that board independence has a positive relation to firm performance that is 

measured  sales turnover and CFROTA. Lasfer (2002) in Novia and Lukviarman (2006) 

also found the same fact that board independence has a positive relation to firm value. 

Both researches used samples of firms from countries using one tier board system. They 

stated that the higher board independence, caused in more effective monitoring to 

management activities. This research only measure the independence of commissioner 

board although in the Pedoman Good Corporate Governance, published by KNKG, it is 

required that board of directors has to have independent members. This is because of the 

limited data can be analyzed about the independence of the board. Based on the 

research, then the research model is in Picture 1. Based on the above explanation, the 

third alternative hypothesis is: 

Ha3: Independence of commissioner board has a positive influence on firm performance 

Insert Figure 1 here 

 

III. RESEARCH METHODOLOGY 

A. Population and  Sample 

This research used secondary data from Indonesian Capital Market Directory 

(ICMD) published by the Jakarta Stock Exchange (JSX), and financial statements from 
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150 go public non financial firms for the year 2001–2005. The sample criteria is at 

Table 1. While samples used in this research were chosen based on certain criteria 

(purposive sampling): 1) firms that the shares still be operated up to December 2005 

and publish their financial statement routinely, 2) firm is never been delisted from the 

Jakarta Stock Exchange (JSX) so they can follow share trading during the estimation 

period, 3) firms never stop their activities, operation and never do a business 

combination, 4) firms never change their industrial sector, dan 4)  firms have financial 

statement ended at December 31 

Data were obtained from the Jakarta Stock Exchange (JSX), website of the 

Jakarta Stock Exchange, UGM Database and JSX Monthly Statistics, Capital Market 

Directory 2001-2005, STIE Malangkuçeçwara Malang JSX Corner, JSX Factbook, 

yearly/monthly JSX Statistics,  BAPEPAM report , and JPMI. 

Insert Table 1 here 

B. Variables and Measurement 

1). Independent Variable 

Independent variables in this research were: 

a). Size of  commisioner board, stated the number of  the member of commisioner 

board. 

b). Size of  board of directors, stated the number of  the member of management.  

c). The independence of commisioners board, to know the independence level of 

company’s  independence level of its commissioners board. This is defined by the 

ratio percentage of the number of the independent member toward the total number 

of the member.  
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d). Female board of commisioners, were used to measure gender diversity of each 

board. The gender were decided based on the notes of financial statement, as 

photograph, title and name. This variable was defined as the percentage of the 

number of female in board membership.   

2). Dependent Variable 

Dependent  variables in the the research are: 

a). Return on Equity (ROE), is the ratio of  EAT (earning after tax) on the owner’s 

equity . 

b). Tobin’s -q,  the proxy is (the number of  outstanding stocks  x stock price) + total 

debt + total inventory) –  liquid assets} – total assets. 

3). Control Variable 

The research used one control variable: firm’s size . Firm’s size was measured as 

natural logarithm of total assets book value. The size is differentiated based on median 

split of the natural logarithm of total assets into big firm and small firm groups. This 

measurement is identified as dummy variables:  big firms is given point 1, while small 

fims is given point 0. 

C.  Data Analysis 

1).  Testing of Classic Assumption 

In order to meet BLUE requirement, regression method should pass classic 

assumption test, consisted of multicollinearity, autocorrelation, and heteroscedasticity 

tests.  

a). Multicollinearity 

Gujarati (1995: 293-301) stated that one technique to detect multicollinearity 

symptom is, if a relatively high R2  (more than 80 %) has no one or only small 
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significant regression coefficient. Partial coefficient higher than 0,80 shows correlation 

among independent variables. If r > 0,80 means dangerous and significant 

multicollinearity  (p < α), while p > α means not significant or no multicollinearity. 

b). Heteroscedasticity 

Heteroscedasticity is one variance of classic linear assumption that states that all 

disturbance or error have the same variances (homoscedasticity). Detection of  

heteroscedasticity can be done using Rank Spearman correlation test. 

c). Autocorrelation 

One way to detect autocorrelation is using Durbin Watson. Some criteria to 

detect autocorrelation: (1). d > (4 - dL), means negative autocorrelation, (2). d < dL, 

means no positive autocorrelation, (3). dU  < d <  (4 - dU), means no autocorrelation, and 

(4). If  dU  < d < dL  and  (4 - dU) < d < (4 - dL),  means no conclusion. 

d shows Durbin Watson value, dU is upper margin from the table, and dL  shows 

the lower margin  of the table. If d near 2 then Ho accepted or no significant, means the 

variables are independent (no autocorrelation)  

D). Regression Error Normality Test 

Regression error normality test uses Kolmogorov-Smirnov test.  If the result is 

not significant, means that the regression error is normal (Hair et al., 1995). 

2. Hypothesis Analysis 

Analysis method used to test the hypothesis were doubled regression model, 

using SPSS 11.01. Regression analysis used to measure the influence of board size, 

woman board size and the independence of komisaris board on corporate performance 

that were measured using  ROE and Tobin’s-Q. The analysis were done by comparing 
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the influence of independent variable on the dependent one before and after controlled 

by the  firm size . 

The equation used to test the hypothesis were: 

Y1 = a + b1X1 + b2X2 + b3 X3 + b4X4 + b5X5 + e ......................................................  (1) 

Y2 = a + b1X1 + b2X2 + b3X3 + b4X4 + b5X5 + e .......................................................  (2) 

Notes: Y1 = Return on Equity (ROE), Y2 = Tobin’s-Q, X1 = size of commissioner 
board, X2 = size of board of directors, X3 = female commissioner board, X4 = female 
board of directors, X5 = independence of commisioner’s board , a = Constanta, and b =  
Regression Coefficient 

 
 

IV.  DATA ANALYSIS  AND RESEARCH RESULT 

A.  Result of Statistical Testing  

1). Average number of  commissioner and board of directors 

 Table 2 showed that the average of commissioner board of big firm were higher 

than the average of the ones of small firm. In opposite, the total of commissioner board 

were higher than the board of directors.  

Insert Table 2 here 

2). Result of Classic Assumption Testing  

a).  Result of Multicollinearity Testing 

The first classic assumption being tested was multicolliniearity that was used 

to check whether there is any relation among independent variables. Variance 

inflation factor (VIF) and tolerance was used to detect the multicollinearity for each 

independent variable. (Gujarati, 1995: 339). The border of tolerance value is  0.10 

while  VIF border is 10 (Hair et al., 1995: 127). The result showed that VIF value 

for the two regression equation were under 10 and the tolerance value was 0.10. It 

can be concluded that there is no multicollinearity.  
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b). Result of Heteroscedasticity Testing  

The second classic assumption being tested is heteroscedasticity (disturbance 

factor variance), using Spearman’s correlation method to test the disturbance among  

independent variables (Gujarati, 1995: 373). If the value of correlation result is 

above 0.7, it means that the regression model faces heteroscedasticity. In opposite, if 

the value is under 0.7, there is no heteroscedasticity. In this research, there is no 

Spearman’s rho correlation among un standardized residual disturbance  among 

independent variables  that above 0.7. It means that this regression equation has no 

heteroscedasticity problem. 

c). Result of Autocorrelation Testing 

The third classic assumption is autocorrelation, that is tested using Durbin-

Watson method. If  Durbin-Watson value is above du (upper critical limit), means 

there is no autocorrelation (Gujarati, 1995: 423). In this research, the result of  

Durbin-Watson (d) was: average d= 2.097 at significance level α= 5% and  

k (regressor)= 5 and n (observation)= 153 and the value of dL= 1.57;   4-dL= 2.43; 

dU= 1.78; and 4-dU= 2.22. The conclusion is dU < d< 4-dU or  null hypothesis is 

supported.  In other words, there is no serial correlation among disturbance  terms, 

or the variables are independent  (no autocorrelation). It means that the regression 

model was accurate. 

d). Result of  Normality Testing  

Normality testing result showed Kolmogorov-Smirnov= 1.345 with  p value 

= 0.540  show non significant result at α= 5%. The non significance means that the 

regression is normal. (Hair et al., 1995:64). 
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3). Result of Hypothesis Testing  

In general, the research objective was to test the influence of board structure on 

firm performance empirically.  In detail, the objectives were to test empirically: 1) 

negative influence of commissioner board size on firm performance (Ha1a), 2) negative 

influence of board of directors size on firm performance (Ha1b), 3) positive influence of 

female commissioner board on firm performance (Ha2a), 4) positive influence of 

commissioner board size on firm performance (Ha2b), and 5) positive influence of the 

independence commissioner board on firm performance  (Ha3). 

a) Hypothesis one.  

Statistical testing result in table 3,4,5, 6, 7, and 8 explain about Ha1a: there 

is a negative influence of commissioner board on firm performance using both ROE 

and Tobin’s-Q.  The result is consistent when is controlled using firm size, but it is 

not consistent if it is controlled by small firm.  

Insert Table 3 here 

Statistical testing result on Table 3,4,5, 6, 7, and 8 explain about Ha1b: there 

is a negative influence of board of directors size on firm performance, using both 

indicators:  ROE and Tobin’s-Q. The result is consistent when is controlled using 

firm size, but it is not consistent if it is controlled by small firm.  

The result of this research is consistent to the result of Yermack (1996, in 

Beiner et al. 2003), that reported that there is a significant negative relation between 

board size and  Tobin’s Q, and with the result of Lorderer and Peyer (2002): that the 

bigger firm size, the smaller firm value. 

The result of this research is not consistent to Beiner et al (2003)  who found 

that there is no significant relation between board size of Switzerland’s firms (using 
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one tier board system) and their firm performance that was measured by Tobin’s Q. 

The difference may be caused by the difference of  board system used. This research 

used Indonesian firms under two tier board system, while another research used 

samples from a country that use one tier board system. Differences in firm 

characteristic, regulation factor, and macro economic factor, should be considered as 

the cause of the difference. 

Based on Jensen (1993), when the number of board size had reached 7 or 8 

person, the effectiveness will be lowered. Researcher measured the average number 

of board size of  sample firms, in order to know its influence on the effectiveness of 

firms board.  

Insert Table 4 here 

The result of this research is also consistent to Novia and Lukviaman (2006) 

that stated that the average of board member is still significant under the critical 

number as had been stated by  Jensen (1993). This indicated that in average, board 

size is not the main factor that affect the effectiveness of board function. Based on 

the result, the higher board size, the better firm performance. The conclusion is, in 

average, the function of firm board in Indonesia, still be conducted effectively as the 

raise of board size, as long as the raise is still under the critical number (7/8 person). 

b) Hyphotesis two.  

Insert Table 5 here 

The statistical result on Table 3,4,5, 6, 7, and 8 explain about Ha2a: there is 

a negative influence of female commissioner board size on firm performance both 

using ROE and Tobin-Q. The result is consistent when is controlled using firm size, 

but it is not consistent if it is controlled by small firm. 
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The result is consistent to Adams and Ferreira (2004), Farrel and Hersch 

(2001), and also  Novia and Lukviaman (2006) that also did not find  a significant 

relation between female commissioner board and firm performance. Statistical 

testing result explain about Ha2b: there is a negative influence of female 

commissioner board size on firm performance, both using ROE and Tobin’s-Q, as 

indicators. The result is consistent when is controlled using firm size, but it is not 

consistent if it is controlled by small firm. 

Insert Table 6 here 

The statistical result on Table 3,4,5, 6, 7, and 8 explain about Ha2b: there is 

a negative influence of female board of directors size on firm performance both 

using ROE and Tobin’s-Q. The result is consistent when is controlled using firm 

size, but it is not consistent if it is controlled by small firm. 

The  result is not consistent to Adams and Ferreira (2004) that stated that 

female director will drive teamwork and decrease attendence problems in board 

meeting. Furthermore, both researchers also stated that female directors can give 

different perspective, experience and opinion, that will give positive contribution on 

the board governance and also firm performance.  

c) Hypothesis three. 

 The statistical result on Table 3,4,5, 6, 7, and 8 explain about Ha3: there is a 

positive influence on the independency of commissioner board on firm performance 

for both indicators: ROE and Tobin-Q.  The result is consistent when is controlled 

using firm size, but it is not consistent if it is controlled by small firm. 

Insert Table 7 here 
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The result is inconsistent to Dulewitzc and Herbert (2004), who found that 

the number of non-executive directors has a positive influence on firm performance 

that is measured by cash flow return on total assets and  sales turnover, based on 

data from United States’ firms. The result is inconsistent to Anderson et al. (2004) 

who found that cost of debt, which is proxied by bond yield spread, has a negative 

relation to board independence. 

The result supported the opinion of Brown and Caylor (2004): a research  

that measures the relation between board independency and firm performance will 

get negative relation, while a research that use stock return and  yield spread data 

will get positive result.  

It can be concluded that the result of this research is more suitable to big 

firms than small firms. This indication can be seen from the hypothesis testing 

before and after being controlled by firm size.  

Insert Table 8 here 

While for small firm group can be seen a relatively different result, both 

from its direction and the significance of relation. This is a proof that firm size is a 

factor that affect the relation among research variables.  

 KNKG states that board composition requires at least 20% of board member 

shall be independent members. Based on the available data of firm board, in this 

case commisioner board, it is known that not all of Indonesian public firms follow 

the rule about independent board member as already stated by KNKG (2002). But 

the level of compliance is increasing every year as it showed in Table 9.  

Insert Table 9 here 
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There is a positive indication that there is an increase of firms’ awareness in 

increasing board effectiveness, and the increasing of corporate governance 

implementation in general.  

In general, it can be concluded that the optimal board structure is still 

needed, that  allow firms to have effective board governance to support the increase 

of firm performance.  This is a very  crucial condition because firm board is one of 

main elements in corporate governance (Monks and Minow, 1995), while the 

corporate governance is needed in order to maximize firm value (Jensen, 2004). 

Although there is a positive indication of increasing of Indonesian firm awareness in 

revising board governance structure, there is some opinion that this condition is only 

caused by the regulation and the action to avoid punishment. (Sadiq, KNKG, 2002). 

KNKG (2002) stated that the awareness should be followed by the effort to make 

corporate governance as a part of firm culture, including board governance as one 

main element of the  corporate governance. 

 

V. CONCLUSION 

In general, the research objective was to test whether the board structure affects 

the firm performance.  In detail, the objectives were to test empirically: 1) negative 

influence of commissioner board size on firm performance,  2) negative influence of 

board of directors size on firm performance, 3) positive influence of female 

commissioner board on firm performance, 4) positive influence of commissioner board 

size on firm performance, and 5) positive influence of independent commissioner board 

on firm performance. 
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 The result showed: 1) there is a negative influence of board size on firm 

performance. This result is consistent to the result of Yermack (1996, in Beiner et al. 

2003) and Jensen (1993) but inconsistent to Beiner et al. (2003), 2) there is a negative 

influence of the size of female board on firm performance. This result is consistent to 

Adams and Ferreira (2004), Farrel and Hersch (2001), also Novia and Lukviaman 

(2006) but inconsistent to Adams and  Ferreira (2004), 3)  there is a positive influence 

of the independency of commissioner board on firm performance. This is inconsistent to 

the result of Dulewitzc and Herbert (2004) and also Anderson et al. (2004), and 4) 

KNKG rules stated that board composition required to at least 20% of the member shall 

be independent members. The result showed a positive indication of the increase of 

firm’s awareness in revising board effectiveness, also the revision of corporate 

governance implementation in general. 

B. Research Limitation 

The research has some limitations: 1) this research only measure board 

governance from the structure and also compliance level of board towards regulation 

and 2) performance indicators used are limited on financial ratios.  

C. Implication to next research  

The result of this research at least can support and motivate next researches. By 

considering some limitations, it is expected that next researches will revise some 

factors: 1) by adding the measurement of board governance, e,g by measuring board 

task, and the effectiveness of board practice, 2) by using other indicators, as market 

return,  3) by using samples from financial sector firms as banking. In  Indonesia, 

banking sector is the most highly regulated firms, so that the corporate governance 

practice should be different than non financial ones. (Lukviarman, 2004), and 4). by 
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supporting previous researches and increasing the understanding of corporate 

governance practice in  Indonesia. 
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Table  1: 

Determination of The Number of Samples  
Explanation Number 

Firms listed in the Jakarta Stock Exchange from 1 January 2001 – 31 
December 2005 

320

Minus firms that de-listed from the Jakarta Stock Exchange before 31 
December 2005 

88

Minus firms from banking, insurance and other financial service sectors 64

Minus firms which financial statement ended other than December 31 4

Minus firms with incomplete data needed during research period  14

 
 

Table 2: 
Average number of commissioner board and board of directors 
 Total Big firms Small firms 
Commissioner 4.68 4.95 4.42 
Board of directors 4.43 4.79 4.07 

 
 
 

Table 3:  
Result of estimation on the influence of board structure on firm performance 

(ROE) 
 

Y1 = a + b1X1 + b2X2 + b3 X3 + b4X4 + b5X5 + e…………(1) 
 
Notes: Y1 = Return on Equity (ROE), X1 = commissioner board size, X2 = board of 
directors size, X3 = female commissioner board, X4 = female board of directors, X5 = 
independence of commissioner board,  a = Constanta,  and  b = Regression coefficient 
 

Variable Cof Value ES t value p value 
Y1= a + b1X1 + b2X2 + b3 X3 + b4X4 + b5X5 +e…………(1) 

Constant α1
0.32
5 

0.51
1  0.636 0.543 
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Commissioner board size β1
0.40
2 

0.15
7 

 
2.561* 0.012 

Board of directors size β2
0.53
9 

0.16
8 

 
3.208* 0.015 

Female commissioner board β3 0.943 1.543 0.611 0.753 

Female board of directors  β4 1.113 1.025 1.086 0.653 

Independence of commissioner 
board  

β5 3.272 1.303 2.511* 0.001 

      Notes: * Significant at α= 5% 

 
Table 4:  

Result of estimation on the influence of board structure on firm performance 
(Tobin’s-Q) 

 
Y2 = a + b1X1 + b2X2 + b3X3 + b4X4 + b5X5 + b6X6 + e…………(2) 

 
Notes: Y2 = Tobin’s-Q, X1 = commissioner board size, X2 = board of directors size, X3 
= female commissioner board, X4 = female board of directors, X5 = independence of 
commissioner board , a = Constanta,  and  b = Regression coefficient 
 

Variable Coef Value ES  t value  p value 
Y2 = a + b1X1 + b2X2 + b3 X3 + b4X4 + b5X5 +e…………(1) 

Constanta α1
0.9
74 

0.97
1 

1.00
3 

0.06
5 

Comissioner board size β1
0.7
03 

0.23
6 

2.97
9* 

0.02
6 

Board of directors size β2
0.8
27 

0.25
8 

3.20
5* 

0.00
2 

Female commissioner board β3 2.614 2.423 1.079 0.315 

Female board of directors  β4 2.699 2.492 1.083 0.215 

Independence of commissioner 
board   

β5 4.938 1.962 2.517* 0.012 

   Notes: * Significant at α= 5% 
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Table 5:  
Result of estimation on the influence of board structure on firm performance 

(ROE) for big firms 
 

Y1 = a + b1X1 + b2X2 + b3 X3 + b4X4 + b5X5 + e…………(1) 
 
Notes: Y1 = Return on Equity (ROE) X1 = commissioner board size, X2 = board of 
directors size, X3 = female commissioner board, X4 = female board of directors, X5 = 
independence of commissioner board , a = Constanta,  and  b = Regression coefficient 
 

Variable Coef Value ES t value p value
Y1= a + b1X1 + b2X2 + b3 X3 + b4X4 + b5X5 +e…………(1) 

Constanta α1
0.7
93 

0.9
33 

 
0.85
0 

0.4
53 

Comissioner board size β1
0.6
05 

0.2
25 

 
2.68
8* 

0.0
01 

Board of directors size β2
0.6
34 

0.2
38 

  
2.66
4* 

0.0
05 

Female commissioner board β3 2.053 2.025 1.014 0.325 

Female board of directors  β4 2.192 2.061 1.064 0.615 

Independence of commissioner board  β5 4.693 1.866 2.515* 0.021 

  Notes: * Significant at α= 5% 
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Table 6:  
Result of estimation on the influence of board structure on firm performance 

(Tobin’s Q) for big firms 
 

Y2 = a + b1X1 + b2X2 + b3X3 + b4X4 + b5X5 + e…………(2) 
 
Notes: Y2 = Tobin’s -Q, X1 = commissioner board size, X2 = board of directors size, X3 
= female commissioner board, X4 = female board of directors, X5 = independence of 
commissioner board , a = Constanta,  and  b = Regression coefficient 
 

Variable Coef Value ES t value p value
Y2 = a + b1X1 + b2X2 + b3 X3 + b4X4 + b5X5 + e…………(2) 

Constanta α1

0.
73
6 

1.
07
3 

0.686 0.61
2 

Comissioner board size β1

1.
07
8 

0.
27
7 

3.892
* 

0.00
0 

Board of directors size β2

0.
96
2 

0.
30
4 

3.164
* 

0.00
0 

Female commissioner board β3 4.867 3.320 1.466 0.653 

Female board of directors  β4 0.648 2.052 0.316 0.753 

Independence of commissioner board   β5 2.266 0.606 3.740* 0.000 

Notes: * Significant at α= 5% 

 

 

Table 7:  
Result of estimation on the influence of board structure on firm performance 

(ROE) for small firms 
 

Y1 = a + b1X1 + b2X2 + b3 X3 + b4X4 + b5X5 + e…………(1) 
 
Notes: Y1 = Return on Equity (ROE), X1 = commissioner board size, X2 = board of 
directors size, X3 = female commissioner board, X4 = female board of directors, X5 = 
independence of commissioner board , a = Constanta,  and  b = Regression coefficient 
 

Variable Coef Value ES t value p value
Y1= a + b1X1 + b2X2 + b3 X3 + b4X4 + b5X5 +e…………(1) 
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Constanta α1
1.43
2 

0.99
3 

1.44
2 

0.58
1 

Comissioner board size β1
0.22
2 

0.22
3 

0.99
6 

0.65
1 

Board of directors size β2
0.32
9 

0.24
1 

1.36
5 

0.66
6 

Female commissioner board β3 0.413 1.093 0.378 0.811 

Female board of directors  β4 0.524 2.062 0.254 0.911 

Independence of commissioner 
board   β5 2.335 1.706 1.369 0.341 

Notes: * Significant at α= 5% 
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Table 8:  
Result of estimation on the influence of board structure on firm performance 

(Tobin’s Q) for small firms 
 

Y2 = a + b1X1 + b2X2 + b3X3 + b4X4 + b5X5 + e…………(2) 
 
Notes: Y2 = Tobin’s-Q, X1 = commissioner board size, X2 = board of directors size, X3 
= female commissioner board, X4 = female board of directors, X5 = independence of 
commissioner board , a = Constanta,  and  b = Regression coefficient 
 

Variable Coef Value ES t value p value
Y2 = a + b1X1 + b2X2 + b3 X3 + b4X4 + b5X5 + e…………(2) 

Constanta α1 2.651 1.4
77 

 
1.8
00 

0.6
51 

Comissioner board size β1 0.231 0.3
51 

 
0.6
59 

0.8
96 

Board of directors size β2 0.279 0.3
87 

  
1.7
22 

0.7
11 

Female commissioner board β3 3.045 3.295 0.924 0.811 

Female board of directors  β4 5.331 2.909 1.265 0.501 

Independence of commissioner board  β5 0.902 2.065 0.437 0.666 

  Notes: * Significant at α= 5% 
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Table 9:  

Number of firms following commissioner board composition  

Year Number of firms 

2001 56 

2002 80 

2003 90 

2004 100 

2005 117 
 

 

 

 

Figure 1:  

Research Model 
 
Board 
Structure: 
Commissioner 
Board  

  
Size 

  

     
  Female   
     
  Independence   
    Performance 

• Firm: ROE 
• Market: Tobin’s 

Q 
Board 
Structure: 
Board of 
directors  

  
Size 

  

     
  Female   



                                                                                                                         
     

INT-06   43 

 


	1).  Testing of Classic Assumption
	IV.  DATA ANALYSIS  AND RESEARCH RESULT
	A.  Result of Statistical Testing 
	2). Result of Classic Assumption Testing 
	a).  Result of Multicollinearity Testing
	b). Result of Heteroscedasticity Testing 
	d). Result of  Normality Testing 
	Table  1:
	Determination of The Number of Samples 
	Constant

	Commissioner board size
	Board of directors size
	Female commissioner board
	(3
	0.943
	1.543
	0.611
	0.753
	Female board of directors 
	(4
	1.113
	1.025
	1.086
	0.653
	Independence of commissioner board 
	(5
	3.272
	1.303
	2.511*
	0.001
	Constanta

	Comissioner board size
	Board of directors size
	Female commissioner board
	(3
	2.614
	2.423
	1.079
	0.315
	Female board of directors 
	(4
	2.699
	2.492
	1.083
	0.215
	Independence of commissioner board  
	(5
	4.938
	1.962
	2.517*
	0.012
	Constanta

	Comissioner board size
	Board of directors size
	Female commissioner board
	(3
	2.053
	2.025
	1.014
	0.325
	Female board of directors 
	(4
	2.192
	2.061
	1.064
	0.615
	Independence of commissioner board  
	(5
	4.693
	1.866
	2.515*
	0.021
	Constanta

	Comissioner board size
	Board of directors size
	Female commissioner board
	(3
	4.867
	3.320
	1.466
	0.653
	Female board of directors 
	(4
	0.648
	2.052
	0.316
	0.753
	Independence of commissioner board  
	(5
	2.266
	0.606
	3.740*
	0.000
	Constanta

	Comissioner board size
	Board of directors size
	Female commissioner board
	(3
	0.413
	1.093
	0.378
	0.811
	Female board of directors 
	(4
	0.524
	2.062
	0.254
	0.911
	Independence of commissioner board  
	(5
	2.335
	1.706
	1.369
	0.341
	Constanta

	Comissioner board size
	Board of directors size
	Female commissioner board
	(3
	3.045
	3.295
	0.924
	0.811
	Female board of directors 
	(4
	5.331
	2.909
	1.265
	0.501
	Independence of commissioner board  
	(5
	0.902
	2.065
	0.437
	0.666
	Table 9: 
	Number of firms following commissioner board composition 
	Year 
	Number of firms
	2001
	56
	2002
	80
	2003
	90
	2004
	100
	2005
	117
	Figure 1: 
	Research Model


