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ABSTRACT 
This study aims to analyze the influence of the characteristics of the board of directors on company value. The 
characteristics of the board of directors are measured by size, age, and activities on company values. The 
samples of this research were taken randomly from 266 companies listed in the Indonesia Stock Exchange 
during 2011-2017. The results of this study indicate that the size of board of directors has a negative and 
significant effect on company value. However, age and activities of the board of directors and company growth 
do not have a significant effect on company value. Meanwhile, company leverage has a positive and significant 
effect on company value.  
Keywords: Company value, size, age, activities, board of directors  

1. INTRODUCTION

Indonesia is one among emerging countries in the world. 
Emerging country has low quality of  legal environment and 
weak protection for investor (La Porta et al., 1998), poor 
corporate governance system (Joh, 2003). The 
characteristic of board of directors is one among the ways 
to create better corporate governance practice. According to 
Berezinets, Ilina, and Cherkasskaya (2017), the effect of 
board of directors characteristics on company value is one 
among the issues that are still in debate. 
Several prior researches most focused on board of directors 
characteristics in Anglo-Saxon system (Baysinger and 
Butler, 1985; Nelson, 2005; Assenga, Aly, and Hussainey, 
2018). Meanwhile, limited attention of researchers explore 
the effect of board of directors in Continental European 
system (e.g., Melmusi, Ilona, Elfiswandi, and Kurniawan, 
2019).  
Board of directors produces a crucial information for 
practices, strategies, and other decision-making in order to 
solve the company’s problems (Fernandez and Thams, 2018) 
as the backbone for better corporate governance (Bozec and 
Dia, 2017) and important part of internal mechanism, when 
external mechanism is not effective (Kamardin and Haron, 
2011). 
The current study contributes to the literature in term of 
theoretical and practical area. From theoretical area, this 
study examines the effect of board of directors 
characteristics and company value in countries that adopt 
Continental European system. This system has two separate 
board, namely board of commissioners (monitor and control 
the strategy taken by board of directors) and board of 
directors (manage the company operation). Thus, this study 
offers the knowledge of how board of directors 
characteristic could influence company value. 

In general, board of commissioners is chosen by general 
meeting of shareholders and board of directors is selected 
by board of commissioners in Continental European system. 
However, Indonesia has modified the system while board of 
commissioners and board of directors are voted by general 
meeting of shareholders. This practical phenomenon will 
impact the power of board of commissioners in monitoring 
and controlling the action taken by board of directors. Thus, 
the characteristics of board of directors could improve the 
effectivenes of board of directors in managing the 
company’s operational and finally enhancing the company 
value. 
The remainder part of this study is prepared as follows. 
Section two explores related literature and hypothesis 
development of board of directors characteristics and 
company value. Section three provides research design. It 
continues to explain the findings and discussion of this 
study. Finally, it reports about the conclusion and 
recomendation of this study.  

2. LITERATURE REVIEW AND
HYPOTHESIS DEVELOPMENT

Agency theory claims that separation of directors and 
owners create conflict of interest among them (Jensen and 
Meckling, 1976). Board of directors characteristic could 
reduce the agency cost and enhance the shareholders’ 
wealth. 

2.1. Size of Board of Directors 
Size of board of directors is the number of board of directors 
member. Larger number of board of directors is likely less 
effective to increase company value (Kumar and Singh, 
2013), create greater conflict among board members 
(Goodstein, Gautam, and Boeker, 1994), and increase cost 
associated to board of directors (Merendino and Melville, 
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2019). However, other studies believe that increasing 
number of board member creates the ability to solve the 
company’s problem (Haleblian and Finikelstein, 1993) and 
to create better market value  (Larmou and Vafeas, 2010). 
Jensen (1993) claims that the ideal number of board 
members are not more than seven figures. 
Kumar and Singh (2013) investigated the effect of board of 
directors size and company value among 176 selected 
companies listed in India. They found that the size of board 
of directors has negative impact on company value. 
Nuryanah and Islam (2011) found that the size of board of 
directors has a positive and significant impact on company 
value. Adeabah, Gyeke-dako, and Andoh (2019) examine 
21 banking companies for 2009-2017 periods. They found 
that the number of board members could increase bank 
efficiency. 
H1 : The size of board of directors has relationship with 
company value. 
 
2.2. Age of Board of Directors 
Age of board of directors gives impact on decision making. 
Younger directors tend to choose risky strategies in order to 
enhance future company performance (Mcclelland, Barker, 
and Oh, 2012), while older directors has more experience, 
economic resources, and wisdom  (Kang, Cheng, and Gray, 
2007). 
Previous studies that focused on age of board of directors 
and company value shows mix results. Kagzi and Guha 
(2018) found that age of board of directors has positive and 
significant impact on company value. Alqatamin, Aribi, and 
Arun (2017) examined the relationship between directors’ 
age for non-family versus family companies and earning 
management. They found that directors’ age has no 
relationship with earning management. Mcclelland et al. 
(2012) found that directors’ age has little impact on future 
company performance. In addition, the effect of directors’ 
age has received slow attention form researchers (Halioui, 
Neifar, and Abdelaziz, 2016; Kagzi and Guha, 2018). 
H2 : Age of board of directors has relationship with 
company value.  
 
2.3. Activities of Board of Directors 
Activities of board of directors means that multiple 
directorships are held by board members. Busy board create 
absence from meeting (Li and Ang, 2000), destroy the 
capability of board of directors to conduct their 
responsibility effectively (Kavitha, Nandagopal, and Uma, 
2019), and reduce company performance (Haniffa and 
Hudaib, 2006). However, busy board of directors create 
better expertise of board in managing the company‘s 
operation (Jiraporn, Singh, and Lee, 2009). 
Prior study conducted by  Chen, Gray, and Nowland (2013) 
found that busy board of directors has negative and 
significant impact on company value. Therefore, Field, 
Lowry, and Mkrtchyan (2013) found a positve and 
significant relationship between busy board of directors and 
company value. Kavitha et al. (2019) investigated the effect 
of busy board of directors on discretionary disclosures 

among 500 companies listed in India. They found that busy 
board of directors has negative impact on discretionary 
disclosures. 
H3 : Busy board of directors has relationship with company 
value. 
 
3. RESEARCH METHOD 
The sample of this paper comprised of 266 companies listed 
in Indonesia during 2011-2017 periods. The dependent 
variable of this research is company value. To assess the 
company value, this study has employed Tobin’s Q. 
According to Kagzi and Guha, (2018), Tobin’s Q is an 
expected value of future cash flow from the market value of 
company’s assets. This study follows the prior work of 
Klapper and Love (2004) to measure Tobin’s Q. 
The size of board of directors is calculated with the number 
of board of directors members (Hoseini, Gerayli, and 
Valiyan, 2019). The age of board of directors is measured 
by the difference among board of directors’ date of birth and 
the year of this study  (Alqatamin et al., 2017). The activities 
of board of directors is proxied as the proportion of multiple 
appointments of board of directors in other companies (Virk, 
2017). 
Company growth and company leverage are control 
variables of the current study. Company growth is measured 
by the sales of this year less the sales of last year and then 
divided by the sales of last year (Mak and Kusnadi, 2005). 
Company leverage is a leverage ratio, which is proxied by 
using total debt divided by total assets (Alqatamin et al., 
2017). Multivariate regression analysis is applied to analyze 
the data (Gujarati, 1995) and the mathematical model is 
demonstrated below. 
 
TOQ𝑖𝑖𝑖𝑖 = 𝛼𝛼 + βı SBOD𝑖𝑖𝑖𝑖 + β2 ABOD𝑖𝑖𝑖𝑖  + β3 BBOD𝑖𝑖𝑖𝑖 + β4 
CG𝑖𝑖𝑖𝑖 + β5 CL𝑖𝑖𝑖𝑖 + e     (1) 
 
TOQ = Tobin’s Q 
SBOD = Size of board of directors 
ABOD = Age of board of directors 
BBOD = Activities of board of directors 
CG = Company Growth 
CL = Compay Leverage 
 
4. RESULT AND DISCUSSION 
The analysis of this study is started by conducting the 
classical-assumption test. Normality, multicollinearity, and 
heteroskedasticy test have been conducted. The result 
shows that the model is free from classical-assumption 
problem. As can be seen in Table 1, the descriptive statistics 
results present that the average and median of Tobin’s Q is 
0.91 (0.79), while the minimum and maximum value of 
Tobin’s Q is 0.05 (2.55). 
Board of directors variables shown as SBOD has a mean 
4.56 with median 4. The average of ABOD is 52.01 and the 
median is around 50.5 years old. The mean (median) value 
of BBOD is around 0.27 (0.00). The average (median) of 
company growth and company leverage are around 0.31 
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(0.29) and 0.57 (0.48). The result of descriptive statistics 
has been showed in Table 1 as follow. 
Table 1 Descriptive Statistics  

 Min Max Median Mean Std. 
Dev 

TOQ 0.05 2.55 0.79 0.91 0.52 
SBOD 2.00 13.00 4.00 4.56 2.35 
ABOD 29.00 72.00 50.5 52.01 8.45 
BBOD 0.00 1.00 0.00 0.27 0.25 

CG -8.56 76.12 0.29 0.31 2.79 
CL -2.89 10.79 0.48 0.57 0.49 

 
Notes: TOQ (Tobin’s Q), SBOD (Size of board of directors), 
ABOD (Age of board of directors), BBOD (Activities of 
board of directors), CG (Company growth), CL (Company 
leverage). 
In examining the effect of board of directors’ characteristic 
on company value, this paper employes multivariate 
regression analysis. This study conducts the fixed effects 
panel data regression analysis to investigate the effect of 
board of directors’ characteristic on company value. 
Table 2 shows the fixed regression results of this study. 
SBOD has negative and significant relationship with 
company value. It means that small size of board members 
may enhance company value due to small size of board 
members is more effective in decision making. This finding 
is in the opposite with that from previous study (Adeabah et 
al., 2019). They found that larger number of board members 
could increase bank efficiency. 
The next independent variable is ABOD. ABOD has 
insignificant association with company value. This result 
appears to be consistent with Alqatamin et al. (2017) and 
Arun (2017), which stated that there is insignificant 
relationship between BBOD and company value. Thus, this 
result does not support the related hypothesis and the study 
of (Field et al., 2013). They found that BBOD has positive 
and signifiant association with company value. The control 
variables shows mix results. 
 
Table 2 Fixed Effect of Regression Result 

 Coef Std. 
Error t-Stat Prob. 

C 0.80 0.13 6.06 0.00 
SBOD -0.02 0.00 -3.12 0.00* 
ABOD 0.00 0.00 0.84 0.40 
BBOD 0.02 0.05 0.39 0.69 

CG 0.00 0.00 0.15 0.87 
CL 0.17 0.02 8.26 0.00* 
R2 0.74    

Adj. R2 0.70    
F Value 0.00    

 
Notes: * indicates significant at 1%, SBOD (Size of board 
of directors), ABOD (Age of board of directors), BBOD 
(Activities of board of directors), CG (Company growth), 
CL (Company leverage). 
Company growth (CG) has no relationship with company 
value. However, company leverage (CL) has positive and 

significant effect on company value. It indicates that debt 
holders are more effective in monitoring the company 
action in order to enhance the stakeholders wealth. This 
finding is inconsistent with (Grove, Patelli, Victoravich, 
and Xu, 2011). Grove et al. (2011) found that company 
leverage has negative impact on company value.  

5. CONCLUSIONS 
The result presented in this study shows that board of 
directors characteristics as measured by board size 
significantly influences company value. However, other 
variables of board characteristics, that are age and activities 
of board of directors have no effect on improving company 
value. This paper provides the highlight to agency theory 
whereas large size of board members can create the 
problems of communiction and decision making. 
The negative effect of board size on company value implies 
that company value would increase if there is no 
communication and decision making problem. this study 
has several limitations, such as small sample and one 
perspective. Future investigation should be focused on more 
samples and various perspectives. 
 
REFERENCES 

[1] Adeabah, D., Gyeke-dako, A., & Andoh, C., Board 
gender diversity, corporate governance and bank 
efficiency in Ghana : a two stage data envelope analysis 
(DEA) approach. Corporate Governance: The 
International Journal of Business in Society, 19(2), 2019, 
pp. 299–320. DOI: https://doi.org/10.1108/CG-08-2017-
0171 

[2] Alqatamin, R., Aribi, Z. A., & Arun, T., The effect of 
CEOs’ characteristics on forward-looking information. 
Journal of Applied Accounting Research, 18(4), 2017, 
pp. 402–424. DOI: https://doi.org/10.1108/JAAR-03-
2016-0027  

[3] Assenga, M. P., Aly, D., & Hussainey, K., The 
impact of board characteristics on the financial 
performance of Tanzanian firms. Corporate Governance 
(Bingley), 18(6), 2018, pp. 1089–1106. DOI: 
https://doi.org/10.1108/CG-09-2016-0174  

[4] Baysinger, B. D., & Butler, H. N., Corporate 
Governance and the Board of Directors : Performance 
Effects of Changes in Board Composition Corporate 
Governance and the Board of Directors : Performance 
Effects of Changes in Board Composition. Journal of 
Law, Economics, & Organization, 1(1), 1985, pp. 101–
124.  
 
[5] Berezinets, I., Ilina, Y., & Cherkasskaya, A., Board 
structure, board committees and corporate performance 

Advances in Economics, Business and Management Research, volume 145

54

https://doi.org/10.1108/CG-08-2017-0171
https://doi.org/10.1108/CG-08-2017-0171
https://doi.org/10.1108/JAAR-03-2016-0027
https://doi.org/10.1108/JAAR-03-2016-0027
https://doi.org/10.1108/CG-09-2016-0174


  

 

in Russia. Managerial Finance, 43(10), 2017, pp. 1073–
1092. DOI: https://doi.org/10.1108/MF-11-2015-0308 

[6] Bozec, R., & Dia, M., Monitoring function of the 
board and audit fees: contingent upon ownership 
concentration. International Journal of Accounting & 
Information Management, 25(1), 2017, pp. 70–90. DOI: 
https://doi.org/10.1108/IJAIM-05-2016-0054 

[7] Chen, E., Gray, S., & Nowland, J., Family 
Representatives in Family Firms. Corporate Governance: 
An International Review, 21(3), 2013, pp. 242–263. DOI: 
https://doi.org/10.1111/corg.12009 

[8] Fernandez, W. D., & Thams, Y., Board diversity and 
stakeholder management: the moderating impact of 
boards’ learning environment. Learning Organization, 
26(2), 2018, pp. 160–175. DOI: 
https://doi.org/10.1108/TLO-12-2017-0126  
 
[9] Field, L., Lowry, M., & Mkrtchyan, A., Are busy 
boards detrimental? Journal of Financial Economics, 
109(1), 2013, pp. 63–82. DOI: 
https://doi.org/10.1016/j.jfineco.2013.02.004 

[10] Goodstein, J., Gautam, K., & Boeker, W., The 
effects of board size and diversity on strategic change. 
Strategic Management Journal, 15(3), 1994, pp. 241–250. 
DOI: https://doi.org/10.1002/smj.4250150305  

[11] Grove, H., Patelli, L., Victoravich, L. M., & Xu, P., 
Corporate Governance and Performance in the Wake of 
the Financial Crisis : Evidence from US Commercial 
Banks. Corporate Governance: An International Review, 
19(5), 2011, pp. 418–436. DOI: 
https://doi.org/10.1111/j.1467-8683.2011.00882.x 
 
[12] Gujarati, D., Basic Econometric. Singapore: 
McGraw-Hill, 1995. 

[13] Haleblian, J., & Finikelstein, S., Top Management 
Team Size, Ceo Dominance, and Firm Performance: the 
Moderating Roles of Environmental Turbulence and 
Discretion. Academy of Management Journal, 36(4), 
1993, pp. 844–863. DOI: https://doi.org/10.2307/256761 

[14] Halioui, K., Neifar, S., & Abdelaziz, F. Ben., 
Corporate governance, CEO compensation and tax 
aggressiveness: Evidence from American firms listed on 
the NASDAQ 100. Review of Accounting and Finance, 
15(4), 2016, pp. 445–462.  

[15] Haniffa, R., & Hudaib, M., Corporate Governance 
Structure and Performance of Malaysian Listed 
Companies. Journal of Business Finance&Accounting, 

33(7–8), 2006, pp. 1034–1062. DOI: 
https://doi.org/10.1111/j.1468-5957.2006.00594.x  

[16] Hoseini, M., Gerayli, M. S., & Valiyan, H., 
Demographic characteristics of the board of directors’ 
structure and tax avoidance: Evidence from Tehran 
Stock Exchange. International Journal of Social 
Economics, 46(2), 2019, pp. 199–212. 

[17] Jensen, M., & Meckling, W., Theory of the firm: 
managerial behavior, agency costs, and ownership 
structure. Journal of Financial Economics, 3(4), 1976, pp. 
305–360. DOI:  
https://doi.org/10.1017/CBO9780511817410.023 

[18] Jiraporn, P., Singh, M., & Lee, C. I., Ineffective 
corporate governance: Director busyness and board 
committee memberships. Journal of Banking and 
Finance, 33(5), 2009, pp. 819–828. DOI:   
https://doi.org/10.1016/j.jbankfin.2008.09.020 

[19] Joh, S. W., Corporate governance and firm 
profitability: Evidence from Korea before the economic 
crisis. Journal of Financial Economics, 68(2), 2003, pp. 
287–322. DOI: https://doi.org/10.1016/S0304-
405X(03)00068-0 

[20] Kagzi, M., & Guha, M., Does board demographic 
diversity influence firm performance? Evidence from 
Indian-knowledge intensive firms. Benchmarking, 25(3), 
2018, pp. 1028–1058. DOI:  https://doi.org/10.1108/BIJ-
07-2017-0203 

[21] Kamardin, H., & Haron, H., Internal corporate 
governance and board performance in monitoring roles. 
Journal of Financial Reporting and Accounting, 9(2), 
2011, pp. 119–140. DOI:  
https://doi.org/10.1108/19852511111173095 

[22] Kang, H., Cheng, M., & Gray, S. J., Corporate 
Governance and Board Composition : Diversity and 
Independence of Australian Corporate Governance and 
Board Composition : diversity and independence of 
Australian boards. Corporate Governance-an 
International Review, 15.2 (August 2016), 2007, pp.  
194–207. DOI: https://doi.org/10.1111/j.1467-
8683.2007.00554.x 

[23] Kavitha, D., Nandagopal, R., & Uma, B. M., Impact 
of the busyness and board independence on the 
discretionary disclosures of Indian firms. International 
Journal of Law and Management, 61(1), 2019, pp. 250–
265. DOI: https://doi.org/10.1108/IJLMA-04-2018-
0062 

Advances in Economics, Business and Management Research, volume 145

55

https://doi.org/10.1108/MF-11-2015-0308
https://doi.org/10.1108/IJAIM-05-2016-0054
https://doi.org/10.1111/corg.12009
https://doi.org/10.1108/TLO-12-2017-0126
https://doi.org/10.1016/j.jfineco.2013.02.004
https://doi.org/10.1002/smj.4250150305
https://doi.org/10.1111/j.1467-8683.2011.00882.x
https://doi.org/10.2307/256761
https://doi.org/10.1111/j.1468-5957.2006.00594.x
https://doi.org/10.1017/CBO9780511817410.023
https://doi.org/10.1016/j.jbankfin.2008.09.020
https://doi.org/10.1016/S0304-405X(03)00068-0
https://doi.org/10.1016/S0304-405X(03)00068-0
https://doi.org/10.1108/BIJ-07-2017-0203
https://doi.org/10.1108/BIJ-07-2017-0203
https://doi.org/10.1108/19852511111173095
https://doi.org/10.1111/j.1467-8683.2007.00554.x
https://doi.org/10.1111/j.1467-8683.2007.00554.x
https://doi.org/10.1108/IJLMA-04-2018-0062
https://doi.org/10.1108/IJLMA-04-2018-0062


  

 

[24] Klapper, L. F., & Love, I., Corporate governance, 
investor protection, and performance in emerging 
markets. Journal of Corporate Finance, 10(5), 2004, pp. 
703–728. DOI: https://doi.org/10.1016/S0929-
1199(03)00046-4 

[25] Kumar, N., & Singh, J. P., Effect of board size and 
promoter ownership on firm value : some empirical 
findings from India. Corporate Governance: The 
International Journal of Business in Society, 13(1), 2013, 
pp. 88–98. DOI:  
https://doi.org/10.1108/14720701311302431 

[26] Larmou, S., & Vafeas, N., The relation between 
board size and firm performance in firms with a history 
of poor operating performance. Journal of Management 
and Governance, 14, 2010, pp. 61–85. DOI: 
https://doi.org/10.1007/s10997-009-9091-z 

[27] Li, J., & Ang, J. S., Quantity versus quality of 
directors’ time: The effectiveness of directors and 
number of outside directorships. Managerial Finance, 
26(10), 1 2000. DOI:  
https://doi.org/10.1108/03074350010766909 

[28] Mak, Y. T., & Kusnadi, Y., Size really matters: 
Further evidence on the negative relationship between 
board size and firm value. Pacific Basin Finance Journal, 
13(3), 2005, pp. 301–318. DOI:  
https://doi.org/10.1016/j.pacfin.2004.09.002 

[29] Mcclelland, P. L., Barker, V. L., & Oh, W.-Y., CEO 
career horizon and tenure : Future performance 
implications under different contingencies. Journal of 
Business Research, 65, 2012, pp. 1387–1393. DOI: 
https://doi.org/10.1016/j.jbusres.2011.09.003 

[30] Melmusi, Z., Ilona, D., Elfiswandi, & Kurniawan, 
A., Do Diversity of Directors Improve Market 
Performance. In The First Economics, Law, Education 
and Humanities International Conference Vol. 2019, 
2019, pp. 125–136. DOI:  
https://doi.org/10.18502/kss.v3i14.4303 

[31] Merendino, A., & Melville, R., The board of 
directors and firm performance: empirical evidence from 
listed companies. Corporate Governance: The 
International Journal of Business in Society, 19(3), 2019, 
pp. 508–551. DOI: https://doi.org/10.1108/CG-06-2018-
0211 

[32] Nelson, J., Corporate governance practices, CEO 
characteristics and firm performance. Journal of 
Corporate Finance, 11(1–2), 2005, pp. 197–228. DOI:  
https://doi.org/10.1016/j.jcorpfin.2003.07.001 

[33] Nuryanah, S., & Islam, S. M. N., Corporate 
Governance and Performance : Evidence From an 
Emerging Market. Malaysian Accounting Review, 10(1), 
2011, pp. 17–42. 

[34] Virk, G. K., The influence of board characteristics 
on corporate illegality. Journal of Financial Regulation 
and Compliance, 25(2), 2017, pp. 133–148. DOI:  
https://doi.org/10.1108/JFRC-05-2016-0045 

 

Advances in Economics, Business and Management Research, volume 145

56

https://doi.org/10.1016/S0929-1199(03)00046-4
https://doi.org/10.1016/S0929-1199(03)00046-4
https://doi.org/10.1108/14720701311302431
https://doi.org/10.1007/s10997-009-9091-z
https://doi.org/10.1108/03074350010766909
https://doi.org/10.1016/j.pacfin.2004.09.002
https://doi.org/10.1016/j.jbusres.2011.09.003
https://doi.org/10.18502/kss.v3i14.4303
https://doi.org/10.1108/CG-06-2018-0211
https://doi.org/10.1108/CG-06-2018-0211
https://doi.org/10.1016/j.jcorpfin.2003.07.001
https://doi.org/10.1108/JFRC-05-2016-0045

