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ABSTRACT

The purpose of this study was to analyee the effects of mulople directorships, tenure, and age of board of
directors on corporate value. Multiple directorships, tenure, and age were used as independent variables, and
corporate value became the dependent vanable. Two vanables were used as control, which was company
zrowth and leverage. This study used secondary data obtained from Annual Reports between 2011 and 2017.
The samples mvolved 266 companies histed on the Indonesia Stock Exchange (10X}, and the results showed
that multple directorship had negative and significant effect on corporate value. Basically, the tenure, age of
directors and company growth did not have significant effect on corporate value as opposed to iis leverage.

Keywords: multiple directorship, tenure, age of board of directors, corporate value.

L INTRODUCTION

Covporate valee is a reflection of the company’s asseis
which affect its investors' perceptions, which can be
improved by implementing conporate governance practices.
According to Marir and Afra (201E), companies which

practice good corporie governance outdo their competitors.

The board of directors should strive to monitor and control
the company’s managemeni (Chareonwongsak, 2017 o
perform ouistandingly and be abimciive o invesiors.
Multiple directorships refer to a siwation in which the boand
of directors serve on two or more companies at the same
time. According 10 Cashman, Gillan, and Jam (201I),
multiple direciorships  positively  infloence company’s
performance. For organizations with little experience in
public market. mwliiple directorships have varous benefits
{Field, Lowry, and Mrktchyan, 2003).

Tenure iz the length of service for someone holding a
position in the organization. A company with a board of
directors having different fenurey bond differently (Kogzxi
and Guha, 2018). Directors with less than average tenures
should be replaced since such a situation decreases financial
performance (Cooper, 201 T).

Age is the number of years of the member of boand of
directors. It indicates the matarity level of a person in acting
and thinking. The age difference is another essential
charactenstic of an effective board of direciors (Ihrahim
and Hanefnh, 2006 Members of the board who are older
or near retiremeni nfluence income management. and are
often interested in the company’s performance flow and less
concemed about the fumre, always aiming at maximizng
wealth or retirement only [Algatamin, Aribi, and Arun,
2016

L LITERATURE REVIEW

Agency theory is the relationship or contract between
principals and agems who act on their behalf (Jensen anad
Meckling., 1976). The sharcholder is the principal in this
case and employs another person, which is an agemt o
provide services and delegate amthority on decision making.

21 Multiple Directorships

This refers io a situation whereas an individual is a boand
member in more than one company at the same time, of
which such condition affects the entity’s performance.
According to the research conducted by Coshman, Gillan,
and Jun (2012}, multiple directorships negatively infleence
company performance and impact its corporaie valve. In
conirasi, Field, Lowry. and Mkrichyan's research (20013)
sugpested that muiti-direchional pertnership has posiive
effect on corporate value.

H1: Multiple directorships have positive effect on corpormte
value.

2.2 Tenure

Tenure is the time-length of service of someone holding a
position in the company. Kapgzi and Gubhae (20018) siated that
the fenmre of the board of direciors has positive effect on
company” s performance in India

Hesides, a study conducted by Hemanh and Fulkafli (20]4)
found that fhe feowee of the board of directors did not
influence dividend policy. Res and Tile (2006) cxamined
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the fenmure of the board of direciors among 150 companies
listed in Australia and conclueded that it influences CSR.

of board of directors on corporaie volwe among the
companies listed on the Indonesia Stock Exchange (IDXX).
Descriptive statistics were used to provide data in form of
the minimum, maximom, median, mean. and standand
deviation.

H2: Tenure of the board of directors has positive effect on
corporate valoe.

Table I: Descriptive Statistics

23 ‘-lgr obs  min miax median  mean siddy

CHy 1862 0013 2762 0RIZ 088 D498
Age iz a period calculated im the year from the time an MDS 1862 Ou0a 11000 0,000 0192 0.284
individual is bom. The age difference increases corporaie T 1862 OuWWe 25833 5000 6579  5.162
value. ADD 1862 30,000 TLOOD 51250 51126 5.22]
According o Kepri and Guha's (2018 the age of the CPpG 1862 9179 96.8TF 0076 0255 2900
board of directors has positive effect on company’s CPL 1862 -1.459 11,846 0509 0,556 0,544

performance, which then affects corporate value. Howewver, Description: TPV jcorporaie  valuel, MDS  (mulbple

Aribidan Arun (20017) siated that age of the board of

directors did not contribute to the increase in company’s
valwe.

H3: Age of the board of direciors has positive effect on
corporate valoe

3. RESEARCH METHODS

Corporaite valve was wsed as the dependent varable in this
study, and it is measured by using Fobin'y O approach. The
independent  variables mcluded muliple direciorships,
temre, and age of board of directors. Walliple directorsiips
of board of directors were measured by comparing the
number of board members serving in other compamies.
Temure of the board of directors was determined by
calculating the average serving time as a member of the
board of directors. dge was measured by calculating the
average number of years of the board members.

This stuwdy also used two comrol vamables, which were

company growth and leverage.

Multiple Linear Regression Amnnlysis
The regression model based on daia panels in this study was
formulated as follows:

CPV, = a+ §,MD5, + f.TDD, + B, ADD, + (1)
B,EPG,, + B.CPL, + &

Description:

CPV = Corporate Faluve (Y)

MDS = Multiple Direclovships (X,)

TDD = Temure of Board of Directors | X.)

ADD = Age of Board of Directors (X)

CPG = Company Growth (Control vanable)

CPL =  Company Leverage  {Control
variable)

4. RESULT AND DISCUSSION

The purpose of this study was io obiain empirical evidence
on the influence of meitiple direclorships, fenwre, and oge

directorship of board of directors), T (tenure of board of
directors). ADD {age of board of directors), CPG (company
growth), dan CPL {company leverage)

Tahle | explains the descriptive statistics of thiz study.
Gutlier Test represenis the criteria used to detect the
presence of data deviation from a dataset (data ortfier). The
existence of data owrlier in a dataset determines whether the
analysis reflect the aciual phenomenon or noi.

Gruhbs Test method on GraphPad Prism 7 helps detect the
presence of cuilier in each of the research variables. In this
method., the critical £ value with a significance level of 5%
iz compared. In case £ > F i, then the null hypothesis is
accepied, or the orifier is detected. The Foecd valoe is
provided by the siatistical iable based on the number of
ohservations of 266 sample companies from 2001 1o 2017,
which totals 1862, To find the value of £, we used the
outlier calculator application on the GraphPad sofwarne
site or the formula as follow:

[mean ralue)
a sd
Afier the oulficr data has been detected. it 1s replaced with

the second-highest valwe. This step is repeated umtil no

ouitlicr data s detected since the Grvbhs Test only detecis
one ontlier at a time. From this Grabfs Test method, there

were 93 owflier rescarch data. In the corporate value
variable, there were 69 data orifiers, I data in murltple
directorship, and 27 data in femure of the board of directors.
Afier clearing outlficr data using the Grubbs test method, the
classical assumption testing was performed.

Tabel 11 The Result of t-Test

Vanable Coefficient Sid. i- Prod
Errar Statsiac

C D.R43 ool B.319 LLLIL L]
MDS -0.003 o.ool -2 540 LLLTNN|
TDD 0012 0.oi13 -0.952 340
ADD [LRTEI] o.ool 0304 TG0
CPG [N L] o.ool 0.522 LX)
CPL O.OED 0.022  3.542 LOL ]
R- 0731

Squared
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AdiR®  0.686

6.074
F-
Statistic
Prob (F- 0.000
statistic)

Descripion: CPV  (corporate  value), MDS  (multiple
directorship of board of directors ), TDD (tenure of board of
directors), ADD (age of board of directors). CPG (company
growth), dan CPL (company leverage

The result of the first hypothesis test showed that multiple
directorships had a regression coefficient of -0.003 and -
Statistic of -2.540 with a probability value of 0.01 1. which
was smaller than 0.05 (or 0011 < 0.05). Therefore, the
multiple directorship variable had negative and significant
effect on corporate value among the companies listed on the
IDX in 2011-2017. This result indicated that the effect of
multiple directorskips on corporate value was coasistent
with the rescarch conducted by Chasman, Gillan, and Jun
(2012), which concluded that there s negative and
significant effect on corporate value. However, this result
on contrary to the research of Field, Lowry, and
Mkrtchyan (2013), which suggestsed that muluple
directorships had positive and significant effect on
corporate value.

Data snalysis showed that terure of the board of directors
had a regression coefficient of £.012 and t-statistic of -
0.952 with a probabilaty value of 0.340, which is higher than
0.05 (or 0.340 > 0.05). This was the result of the second
hypothesis test. Therefore, the board of directors did not
significantly influence the corporate value among the
companies listed on the IDX n 2011-2017.

The results of the third hypothesis test showed that age of
the board of directors had a regression coefficient of 0,000
and t-statistic of 0.304 with a probability value of 0.760,
which is higher than 0.05 (or 0.760 > 0.05). For this reason,
the age did not significontly influence corporate value
among companies listed on the IDX in 2011-2017. However,
this conclusion is on contrary to Kagzi and Guha (2018),
which stated that age of the board of directors has positive
effect on corporate valoe.

Data analysis showed that the company growth variable had
a regression coefficient of 0,000 and t-statistic of 0.522 with
a probability value of 0,601, which s higher than 0.05 (or
0.601 > 0.05). Thercfore, it is appropriate to conclude that
the company growth did not significamtly influence
corporate valwe among the companies listed on the IDX in
2011-2017. Furthermore. data analysis also showed that the
company leverage had a regression coefficient of 0.080 and
t-statistic of 3.542 with a probability value of 0,000, which
is less than 0.05 (or 0,000 < 0.05). Therefore, it is
appropriate to conclude that the company leverage had
positive and significant effect on corporate valfue among the
companies listed on the IDX in 2011.2017.

Based on Table 2. the probability of F-statistic obtained s
0,000, with an ecrror-rate of 0.05. The cocfficient of
determination reflected by the Adjusted R-squarcd is 0.686.
The results obtained indicated that sudtiple directorship
(MDS), tenure of the board of directors (TDD). age of the

Advances in Economics, Business and Management Research, volume 145

board of directors (ADD) with company growth (CPG) and
company leverage (CPL) as control vanables contributed to
the carporate valuwe (CPV) by 68.6% while the remaining
31.4% of CPV was influenced by other factors not analyzed
in this rescarch model.

5. CONCLUSIONS

The study was conducted to analyse the mfluence of
multiple directorships, fenure, and age of the board of
directors with company growth and company leverage as
control variables. The results showed that multiple
directorships of board of directors had negative and
significant effect on corporate value. However, the tenure
and age of board of directors, as well as company growth
did not have significant effect on corporate value. In
contrast, company leverage has positive and significant
effect on corporate value.
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