TABLE OF CONTENTS

THESIS APPROV AL ...ttt nn e nne e ne e i
THESIS EXAMINATION APPROVAL ... il
DECLARATION OF ORIGINALITY oot \Y;
ABSTRA CT ettt ettt b e hb et e Re e bt et e e bt e nte e nre e beenreeenteen v
ABSTRAK et ettt b et E e bbb et nneeenns vi
MOTTO AND DEDICATION ...t vii
ACKNOWLEDGEMENTS ...ttt viil
TABLE OF CONTENTS ..ottt ettt nb e nne e X
LIST OF TABLES ...t Xiii
LIST OF FIGURES..... ..ttt sttt st be e be e e e Xiv
LIST OF APPENDIX ...ttt et XV
CHAPTER | INTRODUCTION ...ttt 1
1.1. BACKGIOUNG ...t 1
1.2 Problem FOrmMUIALION ...........ooiiiiiiicce e 4
1.3. Research Objectives and ContribULIONS ..........cccvevveieiiiieeie e 7

1.3.1  ReSEArch ODJECTIVES .......ccuiiiiiiiiieieie e 7

1.3.2  Research ContribULIONS ..........ccooviiiiiiiiiiiiee e 7
1.4. SYSEMALIC WIIEING ...cveeiecc et 8
CHAPTER Il LITERATURE REVIEW. ...ttt 9
2.1. AGENCY TNROIY .ottt et e e be et e e be e saeeabeeaneas 9

211, Definition of AgeNCY TREOTY... .cccciiiieiiieceese e 10

21.2. Contribution of Agency Theory to This Research .........c.ccocoovvoiieiiiniiinnns 11
2.2 Firm Financial Performance.........ccccooeiiiiiiiiiicce e 12
2.3 Enterprise RiSK MangemeNt...........cooiveieiieiieie e 13
2.4 RISK COMMITIER. ... 14
2.5 RISK MDD ..ttt e et e e e e neas 18
2.6 Committee of Sponsoring Organization (COSO) Framework Implementation..... 20
2.7 International Organization for Standardization (ISO) 31000 Implementation....... 23
2.8 PreVIOUS STUGIES .....c.eiviieiiiirieieii et 26
2.9 RESEAICN IMOGEL........ciiiiciee s 29
2.10 Hypothesis DEVEIOPIMENT ..........ooiiiiiiiee e 31

2.10.1. The Relationship Between Risk Committee and Firm Financial Performance...... 31



2.10.2. Relationship Between Company’s Risk Map and Financial Performance............. 33
2.10.3. Relationship Between COSO Framework Implementation and Financial
PEITOIMENCE ... 35
2.104. Relationship Between ISO 31000 Framework Implemenation and Financial
PEIrOIMENCE ... 36
CHAPTER Il RESEARCH METHODOLOGY .....cciiiiiiiiiieiie it 39
3.1. Research Variables and Operational Definitions ............ccccoovveviiinienenc i 39
3.1.1  Dependent Variable........cvoiiiiie it 39
3.1.2  Independent VariabIes..........cooveieiiiiice e 39
3.2. Research Population and Sample ... 42
3.3. Types and SoUrces OF Data........c.ccveiiiieiieiecie e 42
3.4. Data Collection MEthod ..o 43
3.5. ANALYSIS MENOM ...t e 43
3.5.1 DeSCriptive StatiStIC TEST.......ciieieiieie et 43
3.5.2  AULOCOITEIATION TEST.....ccuiiiiiiieiieieiie ettt 44
3.5.3  RelEDIITY TESt.. .ottt e nbe e 44
3.5.4  ClassiC ASSUMPLION TEST.....ceciieiiiieie et e e sre e 45
3.5.5  HYPOThESIS TEST.....eeiiiitiiiieiieiieieie e bbb 46
CHAPTER IV RESULTS AND ANALYSIS ... ..ot 49
4.1. Description of Research ODJEC..........ccoviiiiieie e 49
4.2. DAta ANAIYSIS ...ttt 50
4.2.1 Descriptive Statistical RESUILS........ccoiiiiiiiiie e 50
4.2.2  ClasSiC ASSUMPLION TESL.....ccuiiiiiieieiiesie ettt sttt sre e 52
4.2.3 Multicollinearity TeSt RESUIS .......ccoiviiiiiiiiiiieeee s 54
4.2.4  AULOCOIEIAtION TESL.... .ot 55
4.2.5 HeteroscedastiCity TeSt RESUIS.......c.cciueiieiieiicieee e 56
4.3. HyPOthesiS TEST RESUILS ......ccueiiiiiiieie e 57
4.3.1 Coefficient of Determination (R?)........ccccceviiviieeieiiiiiieeee e 57
4.3.2 Simultaneous Significance TeSt (F TESL).....ccccevveieiiieiieie e 58
4.3.3 Individual Parameter Significance Test Results (T TesSt)......c.ccoovvverererenenennnn. 59
4.4. Interpretation of Hypothesis Test RESUILS ..........ccovviieiieiiii e 61
4.4.1 The Relationship between Risk Committee and Firm Financial Performance ...... 61
4.4.2 The Relationship between Risk Map and Firm Financial Performance................. 63

Xl



4.4.3 The Relationship between COSO and Firm Financial Performance...................... 65

4.4.4 The Relationship between ISO Framework and Firm Financial Performance....... 67
CHAPTER V CLOSING AND SUGGESTIONS ......oooiiiiieiieeereeee e 71
5.1. CONCIUSION L.t nb et 71
5.2. ReSearch LIMITAtiONS.........coiiiiiiiiiiciee s 72
5.3. SUGGESTIONS ...ttt bbbttt bbbttt b e st e bbb beene s 72
REFERENGES ...ttt ettt ib e e bt et e e b e e nee e ne e 73
APPEND X ..ttt re e reas 82

Xii



LIST OF TABLES

Table 2.1 PreVIOUS STUIES .......oviiiieitiiiesiisiiseeie ettt bbbttt bbb nneens 27
Table 4.1 Sample that Qualified the Criteria .........cooeveiiiiiiiie s 49
Table 4.2 Descriptive Statistical ANAIYSIS .......cccveviiiiiiiec e 50
Table 4.3 Descriptive Statistical Analysis Of ERM ... 51
Table 4.4 NOIMAIIEY TESE....ieiiiiiiieie e te e e e te e esbaesreenneareesreeneens 53
Table 4.5 MUITICOINEANTEY TEST ....o.vieiiteitiiieieee e 54
TADIE 4.6 RUNS TS ...veitiitiiiieiieiieie ettt bbb bt e e et et et e benreenes 55
TabIE 4.7 GIEJSEI TESE RESUIL......cuieieiieiiieececee ettt ettt s s 57
Table 4.8 Coefficient Determination TeSt RESUIL ...........cooiiiiiiieiiie s 58
Table 4.9 Simultaneous Significance Test ReSUlt (F TeSE) ......cooviiiieiiieiieeee e 58
Table 4.10 Individual Parameter Significance Test Result (t TESt) ......cccvevvvieveeievieie e 59
Table 4.11 Summary of Hypothesis Test RESUILS .........ccviiiiiiiiiic e 60

Xiii



LIST OF FIGURES

Figure 2.1 RESEAICN MO ........oeiieeie ettt te e e nreens 30
Figure 4.1 Histogram Graph of NOrmality TeSt.........cccveiiiiiiiiieiie e 53
Figure 4.2 P-Plot Graph of NOrmMality TeSE........cciiiiiiiiiiisieee e 53
Figure 4.3 Scatterplot Graph ........c.ooviiiiie ettt e nas 56

Xiv



Appendix A
Appendix B

LIST OF APPENDIX

XV



