
 

ABSTRACT 

This study aims to examine the effect of corporate governance’s 

mechanism to firm value that proxied by Tobin’s Q. This mechanism is divided 

into two, internal mechanism that proxied by board of director and audit 

committee and external mechanism that proxied by institutional ownership. In this 

study using control variable such as firm size, financial leverage and industrial 

sector. 

Sample used in this study are 40 companies which incorporated in several 

industrial sector in Indonesia which are listed in Indonesia Stock Exchange 

during 2011-2015. Hypothesis testing in this study is using multiple regression 

analysis. 

The result of this study shows that board of director has positive but 

insignificant effect to firm value in Indonesia, audit committee has positive and 

significant effect to firm value in Indonesia and institutional ownership has 

negative but insignificant effect to firm value in Indonesia. The control variables 

used in this study provide mixed results, where firm size has negative and 

insignificant effect to firm value, financial leverage has positive and significant 

effect to firm value and the whole industrial sector in Indonesia has no effect to 

firm value. From simultaneous test, this study shows that simultaneously 

independent variables significantly affect to firm value. 
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