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RESUMEN

Objetivo: Este estudio pretende determinar el efecto de las prdacticas de gobernanza y el
grado de internacionalizacion en las empresas de Indonesia y Malasia. La investigacion
sobre la gobernanza en Indonesia es interesante debido a su incoherente aplicacion de
la ley y a la existencia de una propiedad familiar dominante que puede expropiar a los
accionistas externos. Disefio y métodos de investigacion: Este estudio utiliza una muestra
de empresas manufactureras ubicadas en Indonesia y Malasia. El estudio utiliza datos
de panel con variables independientes de gobernanza y grado de internacionalizacion.
Resultados: Los resultados muestran que las variables de gobernanza que utilizan el proxy
de comisarios independientes, el tamario del consejoy la presencia de comisarias influyen
en los resultados financieros. Al mismo tiempo, la gobernanza como variable sustitutiva
de la frecuencia de las reuniones del consejo no afecta a los resultados financieros. El
grado de internacionalizacion arrojé resultados que también afectan a los resultados
financieros. Las empresas que entran en el mercado internacional también necesitan
una buena gobernanza. Implicaciones y recomendaciones: Implicaciones prdcticas,
Se espera que los inversores tengan en cuenta los aspectos de gobierno corporativo e
internacionalizacién ala hora de invertir. Como muestran los resultados de la investigacion
presentados anteriormente, diversas variables, como los comisarios independientes, el
tamano del comisario y el coeficiente de exportacion, también afectan a los resultados
de la empresa. Se aconseja a los inversores, especialmente en Indonesia, que inviertan
en empresas con el nimero optimo de comisarios independientes para obtener el
maximo rendimiento. Ademds, se aconseja a los inversores que elijon empresas con el
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ndmero 6ptimo de consejos de comisarios para maximizar el rendimiento de la empresa.
Contribucion y valor afiadido: La investigacion contribuye utilizando una combinaciéon
de cuestiones de gobierno corporativo e internacionalizacién que pueden beneficiar a la
empresay a la economia nacional.

PALABRAS CLAVE

Gobierno corporativo; internacionalizacion; tamafio de los consejos; mujeres comisarias;
resultados financieros.

ABSTRACT

Objective: This study aims to determine the effect of governance practices and the
degree of internationalization on companies in Indonesia and Malaysia. Research on
governance in Indonesia is interesting because of its inconsistent law enforcement and
the existence of dominant family ownership that can expropriate external shareholders.
Research Design & Methods: This study uses a sample of manufacturing companies
located in Indonesia and Malaysia. The study uses panel data using independent
governance variables and degree of internationalization. Findings: The results showed
that governance variables using the proxy of independent commissioners, the board
size, and the presence of female commissioners influence financial performance. At the
same time, governance as of a proxy for the frequency of board meetings does not
affect financial performance. The degree of internationalization found results that also
affect financial performance. Companies that enter the international market also need
good governance. Implications & Recommendations: Practical implications, Investors
are expected to consider corporate governance and internationalization aspects when
investing. As the research results presented previously show, several variables, such as
independent commissioners, commissioner size, and export ratio, also affect company
performance. Investors, especially in Indonesia, are advised to invest in companies
with the optimal number of independent commissioners to get maximum returns. In
addition, investors are advised to choose companies with the optimal number of
boards of commissioners to maximize company performance. Contribution & Value
Added: The research contributes by using a combination of corporate governance and
internationalization issues that can benefit the company and the national economy.
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Corporate governance; internationalization; board size; female commissioner; financial
performance.
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1. INTRODUCCION

Corporate governance has recently received considerable attention from both business actors
and academics. The limitation of shareholders in controlling the company results in the trans-
fer of control to company managers. The separation of ownership and control in the company
creates agency conflicts. Managers (agents) often use company resources to maximize their
interests and override the interests of shareholders (principals). In addition, there is also asym-
metric information because managers as internal parties have better information than share-
holders as external parties (Jensen & Meckling, 1976). Therefore, managers’ actions need to be
monitored so that the decisions taken align with maximizing shareholder welfare. Better sha-
reholder welfare can be shown by implementing good corporate governance (Mishra & Kapil,
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2018). When corporate governance is poor, investors tend to allocate funds to companies with
good governance to protect their wealth (Puni & Anlesinya, 2020). Corporate governance has
been implemented in Indonesia since 1999 through the establishment the National Committee
on Governance Policy (KNKG Indonesiaq, 2006). However, several problems still need to be ad-
dressed in governance in Indonesia (Tanjung, 2020). Utama et al. (2017) said that various studies
show that corporate governance practices in Indonesia are relatively worse than in other cou-
ntries. This is evidenced by the Asian Corporate Governance Association (ACGA) assessment
in CG Watch, which ranks Indonesia as the lowest among 12 other Asian countries. In addition,
the inconsistent and weak law enforcement in Indonesia has made corporate governance an
important issue. Therefore, further improvements are needed in corporate governance in Indo-
nesia, which is expected to reduce conflicts of interest. Corporate governance can address con-
flicts of interest through monitoring and advisory roles. Not only that, but corporate governance
can also reduce asymmetric information conflicts (Al Farooque et al., 2019).

Corporate governance is measured by several measurements, including board independence,
board size, board meet, and proportion of female directors. Independent commissioners in Ra-
madan & Hassan'’s (2021) research have no significant effect on ROA or TBQ. Meanwhile, other
studies state that independent commissioners have a significant positive effect on ROA and are
insignificant to TBQ (Mishra & Kapil, 2018). The cause of the positive influence is that independent
commissioners have knowledge and experience from various sources that can affect company
performance (Al-Matari, 2020). This is also supported by Shan (2019), who explained that ow-
nership structure and independent commissioners could reduce conflicts of interest between
shareholders and company managers.

Meanwhile, Naghavi et al. (2021) state that independent commissioners are insignificant to ROA
and have a significant positive effect on TBQ. The board size variable refers to the size of the com-
missioners, whereas in Indonesia, commissioners have a supervisory and monitoring function.
Several studies explain that the size of commissioners is insignificant to ROA and positively sig-
nificant to TBQ (Ramadan & Hassan, 2021). Meanwhile, other studies show that commissioner
size significantly affects company performance, measured by ROA and TBQ variables (Mishra &
Kapil, 2018). The cause of positive effect is that a larger commissioner size will present a variety
of viewpoints to improve company performance (Ramadan & Hassan, 2021).

Conversely, some studies explain that commissioner size significantly negatively affects ROA
and TBQ. The cause of the negative effect is that smaller commissioner sizes are considered
more efficient when discussing, coordinating, and communicating, thereby reducing conflicts
of interest (Al-Matari, 2020; Naghavi et al, 2021). Smaller commissioner sizes are more efficient
in supervision because larger commissioner sizes tend to be more bureaucratic and slow in
making decisions (Teti et al, 2017). Furthermore, there is a board meet variable referring to the
frequency of commissioner meetings. There are research results that state that the frequency of
commissioner meetings is insignificant to ROA and TBQ (Ramadan & Hassan, 2021); meanwhile,
other studies state that the frequency of commissioner meetings is insignificant to ROA and has
a significant positive effect on TBQ (Mishra & Kapil, 2018). More frequent commissioner meetings
improve the quality of supervision and monitoring and reduce information asymmetry, there-
by improving company performance (Ramadan & Hassan, 2021). However, the more frequent
frequency of commissioner meetings can signal that the company’s performance is in trouble
(Malik & Makhdoom, 2016). In addition, the frequency of meetings is also associated with admi-
nistrative costs in the form of high information processing and preparation, which can reduce
company performance (Queiri et al,, 2021; Ntim et al,, 2017). The presence of women on super-
visory boards has also attracted the attention of many researchers. The proportion of female
directors or female commissioners in research shows that the proportion of female commissio-
ners has a significant positive effect on ROA and is insignificant to TBQ (Naghavi et al., 2021). The
cause of the positive influence is that female commissioners play a role in good corporate go-
vernance practices because women tend to be more careful. In addition, female commissioners
are more diligent in observing and demanding more frequent audit efforts to improve company
performance (Gunawan et al, 2019). Meanwhile, a different study said that the proportion of
female commissioners had an insignificant effect on ROA and TBQ (Ramadan & Hassan, 2021).
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In addition to focusing on governance, this research also considers the degree of internationa-
lization. The degree of Internationalisation refers to the ratio of exports to revenue. In the era of
globalization, companies will have the opportunity to earn revenue abroad. However, involve-
ment in foreign markets takes work. Companies can start with a simple scale from exports to a
more complex scale by opening operations abroad. This, of course, also requires good corporate
governance before stepping into the international market. Chou et al. (2021) show that the export
ratio significantly positively affects ROA. The reason for the positive effect is that the level of inter-
nationalization can help develop corporate governance with international standards. In addition,
companies can gain knowledge, innovation, and risk diversification (Contractor et al,, 2003). Se-
veral dimensions of internationalization beyond the export ratio affect governance: Foreign Di-
rect Investments (FDI) and cross-border mergers. By introducing modern governance practices,
advanced technologies, and global best practices, FDI significantly impacts governance quality,
firm performance, and risk management. FDI enhances governance quality through institutio-
nal upgrading, board composition, and transparency. It improves firm performance by transfe-
rring technology, expertise, and access to global markets while optimizing resource allocation.
Additionally, FDI mitigates risk through diversification, risk sharing, and improved corporate go-
vernance, enabling access to international capital markets. Meanwhile, Cross-border mergers
significantly impact governance quality, firm performance, and risk management by integrating
diverse governance systems, sharing expertise and resources, and expanding market reach.
They enhance governance quality through combined board expertise, improved transparency,
and regulatory compliance. Firm performance benefits from synergies, economies of scale, and
access to new markets. However, cross-border mergers also introduce risks, including cultural
and integration challenges, regulatory complexities, and exposure to global market volatility,
necessitating robust risk management strategies. This study uses the export ratio proxy, consi-
dering that it is adjusted to the characteristics of Indonesia and Malaysia, which dominate the
export ratio rather than foreign direct investment or cross-border mergers.

The problems in this study are as follows: (1) Do independent commissioners have a positive influen-
ce on the performance? (2) Does the size of the board of commissioners have a negative influence
on the performance? (3) Does the frequency of commissioners’ meetings have a negative influence
on the performance? (4) Does the proportion of female commissioners have a positive influence on
the performance? (5) Does the export ratio have a positive influence on the performance?

2. LITERATURE REVIEW

In addition to focusing on governance, this research also considers the degree of internationa-
lization. The degree of Internationalization refers to the ratio of exports to revenue. In the era of
globalization, companies will have the opportunity to earn revenue abroad. However, involve-
ment in foreign markets takes work. Companies can start with a simple scale from exports to a
more complex scale by opening operations abroad. This, of course, also requires good corpo-
rate governance before stepping into the international market. Chou et al. (2021) show that the
export ratio significantly positively affects ROA. The reason for the positive effect is that the level
of internationalization can help develop corporate governance with international standards. In
addition, companies can gain.

According to Jensen and Meckling (1976), agency theory is a contractual relationship where prin-
cipals (shareholders) delegate authority to agents (managers) to manage the company to maxi-
mize shareholder welfare. This contractual relationship creates agency conflicts, such as interest
differences, information asymmetry, and conflicts between majority and minority shareholders.
Handafi et al. (2018) say separating ownership and control roles creates problems between sha-
reholders and managers. In addition, Ramadan & Hassan (2021) say that agents often sacrifice
the interests of the principal in order to maximize their benefits, resulting in a conflict of interest.
There is also information asymmetry because agents get more accurate information about the
company’s condition than the principal (Ain et al., 2021). According to Ramadan & Hassan (2021),
agency problems also occur between majority and minority shareholders. This is because majo-
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rity shareholders often act arbitrarily in exercising control and sacrificing the interests of minori-
ty shareholders. The existence of the principal’'s distrust of the agent raises agency costs for the
company. The company incurs agency costs to overcome differences in the interests of principals
and agents. Shan (2019) said that agency costs arise due to supervisory activities carried out by
the principal against the agent to protect the interests of the principal.

Corporate governance aims to ensure that managers behave ethically in making decisions to
maximize shareholder welfare (Queiri et al., 2021). Corporate governance can increase investor
confidence and company capital (Mishra & Kapil, 2018). Good corporate governance can also
reduce investment risk and guarantee investment returns (Murhadi et al., 2021). Good corporate
governance depends on whether or not shareholders can control managers to maximize firm
value (Erena et al., 2021).

Some governance measures to consider good corporate governance are board Structure, which
is CEO Duality, Board Size, Board Independence Ratio, Board Meeting Frequency, and Board Di-
versity. However, in this study, CEO Duality was not measured due to differences in the board
system in Indonesia and the USA, so this study only used Board Size, Board Independence Ratio,
Board Meeting Frequency, and Board Diversity. This study also does not include elements of Ow-
nership Structure such as Managerial Ownership, given the tiny proportion of managerial owner-
ship in companies in Indonesia.

Independent commissioners positively affect company performance, especially when mea-
sured by ROA (Mishra & Kapil, 2018). Agency theory explains that independent commissioners
perform better supervisory actions because of the incentive to improve their reputation (Kao et
al, 2019). In addition, more independent commissioners can minimize collusion and takeover
of shareholder wealth by top management, thereby reducing agency costs (Kao et al, 2019).
Agency theory also explains that independent commissioners tend to protect shareholders from
risky decisions made by managers (Al-said, 2021). Therefore, independent commissioners are
considered to make managers more active and reduce conflicts of interest, increasing com-
pany performance. Independent commissioners positively affect company performance, es-
pecially when measured by TBQ (Naghavi et al,, 2021). Based on this explanation, the following
hypothesis is developed:

H1. Independent commissioners have a positive effect on firm performance.

Board size hurts firm performance, whether measured on an accounting or market basis (Na-
ghavi et al, 2021; Lipton and Lorsch, 1992). The reason is that the larger the size of the board is
considered to cause the expression of ideas and opinions to be difficult due to time constraints
and allow free-riding. In addition, a larger board size is considered to cause difficulties in coordi-
nation. It needs to be unified between its members because in making decisions, it must reach
an agreement of 1 vote, so this can interfere with company performance.

H2. Board size has a negative effect on company performance.

The frequency of board meetings has a negative effect on company performance, especially when
measured on an accounting basis (Queiri et al,, 2021). Board meetings can be used to make stra-
tegic decisions and discuss management behavior and performance (Mishra & Kapil, 2018). An
increase in board meetings indicates a problem requiring immediate attention and improvement
(Al Farooque et al, 2019). In addition, the high frequency of meetings also needs to be supported
by high administrative costs, increasing company costs (Hanh et al,, 2018). Moreover, coupled with
the existing culture in Indonesia and eastern countries that tend to discuss other matters outside
the set agenda. From this thought, the following hypothesis was developed:

H3. The frequency of board meetings has a negative effect on company perfor-
mance.

The existence of a female commissioner has attracted current research. Women’s characteris-
tics will be able to balance the supervision carried out by male commissioners. The proportion
of female commissioners positively affects firm performance, especially when measured on an
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accounting basis (Ramadan & Hassan, 2021; Naghaviet al., 2021). Different studies show that
gender diversity provides better oversight because women are considered to ask more ques-
tions, thereby reducing agency problems (Ain et al., 2021). In addition, gender diversity on the
board of commissioners leads to an increase in the number of viewpoints, so monitoring and
evaluating decisions is more significant. Therefore, having women serving on the board of com-
missioners can improve company performance through better monitoring.

H4. The proportion of female commissioners has a positive effect on company per-
formance.

This study also includes the degree of internationalization, which along with the recovery from
the Covid 19 pandemic, has encouraged many countries to re-open their borders. The export ra-
tio positively affects firm performance, especially when measured on an accounting basis. The
degree of internationalization can help develop corporate governance with international stan-
dards (Chou et al,, 2021). New geographic markets will expand the consumer base and increase
the company’s sales volume ?Pocheco, 2019). In addition, internationalization leads to greater
market access for the firm, allowing it to produce cheaper inputs. Therefore, a high export ratio
can improve firm performance.

H5. The export ratio has a positive effect on firm performance.

From the hypothesis developed above, the research model to be tested appears in Figure 1.

Figure 1. Research Model

Board Independent
" Hy
s,
\'\
Board Size N
H"El H\K Control variahbles:
H H"-Hjx Firms Size,
Freg. Mecting - # Financial Performance — Firm Age,
ey Dich ratio
He #,ff,,
Board Woman - v
H
r
y
r
Export Ratio

3. METHODS

This study uses a sample of companies incorporated in the manufacturing sector listed on the
Indonesia Stock Exchange and Malaysia Stock Exchange. The country selection was based on the
corporate governance score of the Asian Corporate Governance Association (ACGA). Malaysia
ranked second with the highest corporate governance score in ASEAN, while Indonesia obtai-
ned the lowest. Indonesia is weaker than Malaysia due to family ownership, where the company
tends to be expropriated. The final sample that met the criteria was 375 years of observation
for Indonesia and 445 years of observation for companies in Malaysia. The dependent variable
used is firm performance in (FP) the form of ROA and TBQ. The independent variables used con-
sist of 5: independent commissioners (IC), commissioner size (BS), frequency of commissioner
meetings (FM), the proportion of female commissioners (PF), and export ratio (ER).

Independent commissioners are measured using the percentage of independent commissio-
ners to total commissioners. The total number of commissioners in the company measures the
size of the board of commissioners. The frequency of commissioner meetings is the number of
meetings attended by the board of commissioners. Female commissioners are measured by
the percentage of female commissioners to total commissioners. The export ratio is measured
using the percentage of export value to total sales in a year. The use of the ratio of export to sales
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takes into consideration that most companies in Indonesia and Malaysia are export-oriented.
The maijority of companies do not open factories abroad as multinational corporations. Only
a few companies in Indonesia and Malaysia make foreign direct investments as multinational
corporations. Based on these arguments, most companies still do mode entry abroad in the
form of exports, so the proxy for measuring internationalization uses the export-to-sales ratio.

The control variables used consist of 3 variables: firm size, firm age, and leverage. Firm size is mea-
sured using the natural logarithm of total assets, firm age is measured by subtracting the current
year from the year of establishment, and leverage uses the debt ratio. The data used in this re-
search is panel data regression, so it must follow the panel data testing requirements. Testing is
done to determine whether the model to be interpreted is a common, fixed, or random model.

Common Effect Model

(m
FPyy = Bo + p1.1Cit + P2. BSit + 3. FM;; + 4. PFyr + Bs. ERy + it

Fixed Effect Model
(2
FPiyt = Poit + P1.1Cit + B2. BSit + f3. FM;t + P4 PFye + Bs. ERy + ay. Dy + it
Random Effect Model

(3)
FPit = Boit + B1.1Cit + B2. BSit + 3. FMy + Py. PFy + Ps. ERyy + pyr + &4t

To determine which model to interpret, the Chow and Hausman tests were conducted.

3. FINDING AND DISCUSSION

Table 1 shows the correlation of variables for companies in Indonesia. From Table 1, there is no
multicollinearity in the variables for companies in Indonesia.

Table 1. Correlation between variables in Indonesia

Board Board Freq. Board Export Firm Firm Debt

Independent  Size Meeting Woman Ratio Size Age Ratio
Board 1.00 -0.06  -012 ~0.01 -0.13 019 023 0.06
Independent
Board Size -0.06 1.00 -0.13 -0.16 -0.10 0.46 0.21 0.03
Freq. Meeting -0.12 -0.13 1.00 0.01 0.01 -0.08 0.07 0.18
Board -0.01 016 0.01 1.00 0.01 -012  -003 017
Woman
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Board Board Freq. Board Export Firm Firm Debt
Independent  Size Meeting Woman Ratio Size Age Ratio
Export ~013 ~010 00 0.01 1.00 004  -027 0.24
Ratio
Firm Size 0.19 0.46 -0.08 -0.12 0.04 1.00 0.22 0.14
Firm Age 0.23 0.21 0.07 -0.03 -0.27 0.22 1.00 0.04
Debt Ratio 0.06 0.03 0.18 0.17 0.24 0.14 0.04 1.00

Table 2 shows the correlation of variables for Malaysian firms. Table 2 also shows no multicolli-
nearity between variables in Malaysian companies.

Table 2. Correlation between variables in Malaysia

Board Board Freq. Board Export Firm Firm Debt
Independent Size Meeting Woman Ratio Size Age Ratio
Board
1.00 -0.61 -0.09 -0.01 -0.03 -021 -0.10 0.13
Independent
Board Size -0.61 1.00 0.20 -0.02 -0.05 0.32 0.17 -0.00
Freq. Meeting —-0.09 0.20 1.00 —-0.07 —-0.10 0.21 0.04 0.09
Board Woman -0.01 -0.02 -0.07 1.00 0.20 0.05 -0.13 0.06
Export -0.03 ~0.05 010 0.20 100 000 -017  -0I0
Ratio
Firm Size -0.21 0.32 0.21 0.05 0.00 1.00 0.33 0.07
Firm Age -0.10 017 0.04 -0.13 -0.17 0.33 1.00 0.13
Debt Ratio 0.13 —-0.00 0.09 0.06 —-0.10 0.07 0.13 1.00

Using panel data requires testing to determine the best model between common, fixed, and
random effects. After conducting the Chow and Hausmann tests, the best model used the fixed
effect in Indonesia and Malaysia.

In Table 3, independent boards positively affect ROA in Indonesia and Malaysia. The more in-
dependent boards, the better at supervising the directors (Gunawan et al,, 2019). In addition,
independent commissioners who supervise effectively can reduce agency problems (Fuzi et
al, 2016). Companies with many independent boards of commissioners can improve company
performance because there are no personal interests (Ahmadi et al,, 2018). Independent boards
can protect shareholders from managers'’ risky decisions (Al-said, 2021). Testing the board inde-
pendency variable shows consistent results in both Indonesia and Malaysia.
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Table 3 Regression results with dependent variable ROA for both Indonesia and Malaysia.

Indonesia Malaysia
Variable

Coef. Regression t-stat Coef. Regression t-stat
Constant -1.671 —6.05*** -2.208 —9.08%***
Board 0.057 5.36%+* 0.024 2.62*
Independent
Board Size —-0.005 —7.65%** 0.009 2.89**
Freq. Meeting —-0.000 -0.76 —-0.000 -0.39
Board Woman —-0.037 —2.82*% —-0.026 —2.54*
Export Ratio —-0.040 —4.54%* 0.000 0.03
Firm Size 0.076 B.17%** 0.087 8.42%**
Firm Age —-0.007 —4.28** —-0.004 —3.04**
Debt Ratio -0.263 —16.83*** -0.236 —1.09***
R-Squared 0.90 0.81
Adj. R. Squared 0.88 0.76
F-Stat 33.19%** 15.33***

Note: * significant at 10 %; ** significant at 5%, *** significant at 1%

The Board Size variable has a significant negative effect on ROA for the case of Indonesia and a
significant positive for the case of Malaysia. The results of research in Indonesia that found negati-
ve results were because smaller board sizes tend to make all members contribute fully, know each
other well, and hold discussions effectively to reach an agreement (Naghqvi et al, 2021; Lipton &
Lorsch, 1992; Kao et al, 2019). The finding of negative results in Indonesia can be explained that a
smaller number of commissioners will be more effective in coordinating and avoiding free riding
(Lukito et al, 2024). Regarding the difference in the significance of the Commissioner Size variable,
it can be explained because most of the companies listed in Indonesia are family companies, so
the role of the family in controlling the company is very large. In family companies, often family
members will be appointed to the board of directors and commissioners. The stronger the family
involvement, the potential for differences in interests that cause agency conflicts will arise. While
the results in Malaysia, which show significant positive results, align with research conducted by
Mishra & Kapil (2018) and Queiri et al. (2021). This result is because a larger board size will present
a variety of viewpoints from the board to improve company performance (Ramadan & Hassan,
2021). The number of boards indicates more diverse competencies and better supervision of top
management to reduce asymmetric information (Puni & Anlesinya, 2020).

The Frequency of board Meetings variable shows insignificant results in Indonesian and Malay-
sian cases. The Frequency of board meetings is insignificant to company performance because
the emphasis is on the quality of meetings rather than the Frequency of meetings (Al-Matari,
2020; Ramadan & Hassan, 2021). In addition, the board is not allowed to interfere in company
decision-making (Cahyadi et al., 2018). The number of meetings to be held is also often sche-
duled each year. Thus, these things explain the insignificant relationship between the number of
commissioner meetings and company performance. Testing the frequency of meeting variable
shows consistent results in both Indonesia and Malaysia.
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The variable Proportion of Females on board significantly negatively affects both cases in Indonesia
and Malaysia. This negative is because the presence of female commissioners can increase the num-
ber of conflicts, increase the need for cooperation, and reduce the quality of coommunication (Pletzer
et al, 2015; Satria et al, 2020; Ahmad et al, 2020).. Another explanation for these negative results is that
women tend to have more careful and detailed characteristics (Murhadi et al, 2021; Gunawan et al.
(2019), which gives rise to many critical opinions and questions that will take time, especially when the
company is needed to react quickly (Smith et al, 2006). The negative effect of the proportion of female
commissioners can be explained by family companies dominating companies listed in Indonesia and
Malaysia so that families will control most companies. In addition, the presence of female commis-
sioners is more likely to be related to family relationships than to actual competence (Murhadi et all,
2021). Testing the proportion of female variables shows consistent results in Indonesia and Malaysia.

The export ratio variable shows a significant negative result on ROA for the case of Indonesia and
does not affect the case of Malaysia. According to research conducted by Huang & Marciano (2020)
and Lu & Beamish (2001), the export ratio significantly negatively affects ROA. This is because exports
can cause an increase in coordination costs, control of export activities, labor wages, and transpor-
tation costs due to the increasing geographical distance from foreign markets that the compan

has entered (Fryges & Wagner, 2010). The results of research conducted by Chadys et al. (2018

show that the export ratio significantly negatively affects performance due to competition with other
companies in the market to be entered, ineffective communication and coordination, and the risk
of currency exchange rate fluctuations. Meanwhile, the degree of internationalization, as measured
by the export ratio, does not affect the performance of companies in Malaysia. This insignificant
relationship can be explained through research conducted by Singla & George (2013) and Vithes-
sonthi & Racela (2015), which say that export activities for companies in emerging markets are less
desirable because the domestic market provides high growth opportunities (Singla & George, 2013).

Table 4. The regression results with the dependent variable Tobin’s Q for Indonesia and Malaysia.

Indonesia Malaysia
Variable

Coef. Regression t-stat Coef. Regression t-stat
Constant 10.479 8.23*** 1.251 1.28
Board ~0.259 ~2.80%* ~0184 ~08l
Independent
Board Size -0.023 —2.15* 0.017 0.58
Freq. Meeting -0.007 -1.75 -0.007 -0.32
Board Woman -0.689 —4.19%* -0.361 -1.93*
Export Ratio —-0.139 —-2.26* 0.291 219**
Firm Size -0.254 —5.81*** -0.002 -0.06
Firm Age —-0.026 —9.68%** —-0.006 —2.16**
Debt Ratio 0.422 5.24%** 0.450 1.97**
R-Squared 0.93 0.81
Adj. R. Squared 0.90 0.76
F-Stat 43.97%** 15.33%**

Note: * significant at 10 %; ** significant at 5%, *** significant at 1%
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Table 4 shows that independent commissioners hurt Tobin’s Q for companies in Indonesia and
are not significant for companies in Malaysia. The negative results in Indonesia can be explained
by the fact that independent commissioners need to supervise management effectively, so they
have been unable to improve company performance. The existence of independent commissio-
ners who need to be more experienced and knowledgeable regarding a company’s objectives
will also be a burden to the company. Other studies support negative results, considering that if
there is a smaller number of independent commissioners, the activities of supervising company
management can be more coordinated, thereby improving company performance (Bhagat &
Bolton, 2019). Some other theoretical reasons that may explain this are: Independent commis-
sioners might not possess sufficient knowledge about the company and its operations, hinde-
ring their ability to make informed decisions. This lack of understanding can lead to ineffective
governance. Independent commissioners may not fully comprehend the company’s intricacies,
causing them to make decisions detrimental to Tobin’s Q. This could be exacerbated by ina-
dequate training or insufficient industry experience. Independent commissioners may prioritize
shareholder interests over the company’s long-term goals, leading to decisions that negati-
vely impact Tobin’s Q. This conflict of interest can result in suboptimal performance. Meanwhi-
le, in the case of Malaysiq, the results were found to be insignificant. This study’s results align
with research conducted by Mishra & Kapil (2018). The research results conducted by Al-Saidi
(2021) also say that independent commissioners have an insignificant effect on company per-
formance, as represented by TBQ. For the market, independent commissioners fail to represent
shareholders’ interests well (Arosa et al,, 2012). In addition, there is a possibility that companies
appoint independent commissioners not based on their abilities but only to fulfill regulations so
that independent commissioners do not affect company performance (Octosiva et al., 2018).
Divergent regulatory environments between Indonesia and Malaysia might contribute to the
varying impact of independent commissioners on Tobin’s Q. Malaysia’s governance framework
better supports independent commissioners’ effectiveness. Another explanation is that Com-
pany-specific factors, such as ownership structure, board composition, and industry dynamics,
can influence the relationship between independent commissioners and Tobin's Q. These fac-
tors may differ significantly between Indonesian and Malaysian companies.

The board size variable has a significant negative effect on Tobin's Q in Indonesia and is not sig-
nificant in Malaysia. This negative is because fewer commissioners will be more effective (Jensen,
1993; Dharmadasa et al,, 2014)). In addition, a larger commissioner size makes it challenging to
coordinate and free-riding (Lipton & Lorsch, 1992). Meanwhile, for Malaysia, commissioner size has
an insignificant effect on firm performance represented by TBQ. For the market, commissioner size
cannot improve firm performance. This result is because commissioners with skills and knowled-
ge are more important in influencing company performance than the number of commissioners.
Alnasser (2012) also explains that there is no recommendation for the number of commissioners
because it is recommended that commissioners participate proactively, make effective decisions
and perform all their obligations. Commissioners should be selected based on skills, expertise, ex-
perience, and integrity to improve professionalism and qualifications (Nasir & Hashim, 2020). The
difference in the significance of the Commissioner Size variable can be explained by the fact that
most of the companies listed in Indonesia are family companies, so the family’s role in controlling
the company is enormous. Family members will often be appointed to the board of directors and
commissioners in family companies. The stronger the family involvement, the potential for diffe-
rences in interests that cause agency conflicts to arise. This family ownership can be a factor that
explains the significant adverse effect on company performance in Indonesia.

Cultural and institutional contexts such as family ownership in Indonesia interact with corporate
governance and affect firm performance in several ways. Family ownership can increase cohe-
sion and trust but can also lead to conflicts of interest, unprofessional decision-making, and lack
of transparency. In addition, local institutions such as regulations and social norms also influen-
ce corporate governance. Cultural and institutional contexts affect firm performance in various
ways, such as cultural values that influence decision-making, ownership structures that affect
governance, and regulations that affect operations. For example, the collectivist culture in Indo-
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nesia encourages collective decisions, while the individualist culture encourages independent
decisions. In addition, institutions such as laws and regulations also influence firm performance
by setting limits and opportunities. These contexts interact and shape firm performance, both
positively and negatively.

The Commissioner Meeting Frequency variable shows consistent results in testing the depen-
dent variable ROA and Tobins Q, where the results show insignificant in both cases in Indone-
sia and Malaysia. This study’s results align with research conducted by Ramadan and Hassan
(2021), which states that the number of commissioner meetings is not significant to company
performance. This is an insignificant result because the emphasis is on the quality of meetings
rather than the frequency of meetings (Al-Matari, 2020). In addition, the board of commissioners
is not allowed to interfere in company decision-making (Cahyadi et al, 2018). The number of
meetings to be held is also often scheduled each year. Thus, these things explain the insignifi-
cant relationship between the number of commissioner meetings and company performance.

Consistent results were also obtained on the proportion of female commissioners, where signi-
ficant negative results were found on ROA and Tobins Q for both companies in Indonesia and
Malaysia. This negative result is because women tend to have more meticulous and detailed
characteristics (Murhadi et al, 2021), resulting in many critical opinions and questions that will
take time, especially if the company is required to react quickly (Smith et al., 2006).

Similarly, the export ratio variable for Indonesia consistently provides significant negative results
for both ROA and Tobins Q dependent variables. This negative result is because if the company
enters foreign markets, there will be competition with other companies in the market it wants
to enter. This result requires effective communication and coordination and the risk of currency
exchange rate fluctuations when opening foreign markets. At the same time, Malaysia found
insignificant results of the influence of the degree of internationalization on ROA and Tobins Q.

4. CONCLUSION

The research results on Independent Commissioners in Indonesia show that independent com-
missioners have a significant positive effect on the ROA variable and a significant adverse effect
on the TBQ variable. This result means that more independent commissioners will improve com-
pany performance when viewed from the accounting side but will reduce company performan-
ce from the market side. The results of the Commissioner Size study in Indonesia show that the
commissioner size variable significantly negatively affects the ROA and TBQ variables. The re-
search results on the Frequency of Commissioners’ Meetings in Indonesia show that the fre-
quency of commissioners’ meetings has an insignificant positive effect on the ROA variable and
an insignificant negative effect on the TBQ variable. The research results on the proportion of
female commissioners in Indonesia show that the variable proportion of female commissioners
significantly negatively affects ROA and TBQ. The results of the Export Ratio study in Indonesia
show that the export ratio variable has a significant negative effect on ROA and TBQ. The study
results for Malaysia found that board women negatively affect the performance of both RoA and
Q, and meeting frequency does not affect performance. Meanwhile, independent board and
board size significantly affect RoA but do not significantly affect Q. In contrast, the export ratio
does not affect RoA but significantly positively affects Q.

Practical implications: Investors are expected to consider corporate governance and inter-
nationalization aspects when investing. As the research results presented previously show,
several variables, such as independent commissioners, commissioner size, and export ratio,
also affect company performance. Investors, especially in Indonesia, are advised to invest in
companies with the optimal number of independent commissioners to get maximum returns.
In addition, investors are advised to choose companies with the optimal number of boards
of commissioners to maximize company performance. Investors, especially in Malaysia, are
advised to invest in companies with an optimal number of independent commissioners and a
high export ratio. Another implication for the company is that the results of this study can be
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taken into consideration to improve corporate governance to improve company performance
by paying attention to aspects related to the board of commissioners, especially regarding
the number of independent commissioners and the number of commissioners. For companies,
especially in Indonesiq, it is recommended to increase the number of independent commis-
sioners until they reach the optimal number and the optimal number of boards of commissio-
ners so that company performance is maximized. For companies, especially in Malaysia, it can
increase the number of independent commissioners to reach the optimal number and high
export ratio so that company performance increases.

This study has several limitations: (1) The research period used; (2) The research object only uses
manufacturing companies listed on the Indonesia Stock Exchange and Bursa Malaysia; (3) The-
re are insignificant results; (4) There are other variables outside the variables in this study that
can be investigated regarding their influence on company performance. Therefore, it is hoped
that future researchers can expand the period and object of research to obtain more accurate
and comprehensive research results and add variables that have yet to be previously studied.
Future research is also expected to expand the others sector to strengthen the generalization of
research results. Future research is also expected to use the MSCI index, although not all com-
panies listed on the Indonesian or Malaysian stock exchanges are included in the MSCI Index.
For example, only 20 companies in Indonesia are included in the MSCI Index, while Malaysia only
includes the large and mid-cap segments of the Malaysian market.
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