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Abstract
The main objectives of this research is  to investigate  whether  differences of ownership structure across firm can
explain the firms performance. We use    the data population of firms listed at  the Indonesia Stock Exchange in
2009. Firm performance as dependent variables is measured by Price to Book Value (PBV)  and Return on Assets
(ROA). While independent variables consist of (1) total foreign ownership, (2) foreign corporate ownerships (3)
domestics corporate ownership, (4) outsider ownership, (5) degree of ownership concentration, (6) size of firms,
and (7) age of firms. The last two independent variables are controlled variables.  Based  on the statistical test in
which PBV as an dependent variable,  foreign corporate ownerships and   outsiders ownership have significant
influence on firms   performance. While on the second test in which ROA as an dependent variable, foreign
corporate ownerships and size of firms has positive and statistically significant on firm performance. The
significance of foreign corporate ownerships indicates that foreign corporations having control on the Indonesian
public firms have commitment to  transfer  capabilities  and resources, and their role and existence are relatively
significant in creating firm  performance.
Keywords: ownership structure, firm performance, corporate governance.

PECKING ORDER THEORY AND CAPITAL STRUCTURE: ANALYSIS OF INDONESIA STOCK EXCHANGE
D. Agus Harjito

Abstract
This study aimed to test the pecking order theory and trade-off theory in the analysis of  capital  structure  in  the
Indonesia  Stock  Exchange.  Pecking  order  theory  is represented by the variable profitability and  growth, while
the variables  volatility of earnings,  tangibility  of  assets  and  the  size  represents  a  trade-off  theory.  The
company's  goal  is  prosperity  of  shareholder  value.  To  achieve  these  objectives  the company  needs  funds
obtained  from  internal  sources  and  external  sources.  Internal source is in the form of retained earnings, while
the external sources of debt and stock as  described  in  the  pecking  order  theory.  The  data  used  in  this  study
of  financial ratios of the sample firms during the period 2000-2010. The method of analysis used was  multiple
regression  with  the  dependent  variable  is  the  debt  ratio,  while profitability,  growth, volatility of earnings,
tangibility of  assets and size to act as an independent  variable.  The  analysis  showed  that  the  structure  of
assets  and  firm  size has  a  positive  and  significant  influence  on  the  ratio  of  corporate  debt.  While
profitability variable has a negative effect on debt ratios. The company's growth rate was not found to have a
significant relationship with debt ratios. Simultaneously, the independent variables can affect the debt ratio
significantly.
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ABSTRACT
This study provides empirical evidence for the theory of bank’s insolvency risk using four lending structure models,
as in Aisyah et al. (2009).  Revisiting a similar issue, we conduct a sensitivity analysis to explore whether the
previous findings are susceptible to a different time frame and the inclusion of macroeconomic and profitability
variables.  Consistent with previous findings, we find that insolvency risk is driven by real estate lending and lending
concentration even though the magnitude of the relationship changes insignificantly.  Surprisingly, the stability of
the  lending structure in the short run shows a contradictory sign of direction. By controlling the macroeconomic
and profitability variables, we find that a stable lending structure in the short-run helps to lessen the insolvency risk
exposure because
as banks  maintain their lending portfolio within a one-year period; they can better monitor and manage risk,
especially when they are in transition in the economic cycle and financial landscape.  In summary, real estate and
concentrated lending increases the insolvency risk of banks, however, the impact could be softened by a stable
lending structure in the short-run.  Our results support the interpretation that the increasing property prices can
jeopardize the banking institutions in Malaysia. Thus, the authorities should take immediate action to impede the
current amplifying real estate price bubbles while at the same time reinforcing the risk management framework for
the banking sector concerning real estate lending.
Keywords: Insolvency Risk, Commercial Banks, Lending Structure
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ABSTRAK
Penerapan kebijakan pemasaran jasa pendidikan seharusnya mampu memberikan jaminan  tercapainya
kesuksesan  jangka  panjang.  Identifkasi  informasi  tersebut dapat  diperoleh  dengan  menyelidiki  kemungkinan
dapat  terjalinnya  hubungan jangka  panjang  antara  mahasiswa dengan  institusi  perguruan  tinggi,  melalui
pengungkapan  kualitas  jasa  soft  dan  hard  yang  disampaikan  oleh  institusi  dan kemungkinan  dampaknya
terhadap  kepercayaan,  komitmen  dan  loyalitas mahasiswa.  Penelitian  dilakukan  dengan  melibatkan  sampel
sebanyak  369 mahasiswa  jurusan-jurusan  di  suatu  perguruan  tinggi  swasta  di  Yogyakarta.
Sampel  tersebut  diperoleh  melalui  teknik  quota-convenience  sampling.  Data penelitian  dianalisis  dengan
menggunakan  pendekatan  structural  equation modelling  (SEM)  dan  program  pengolah  data  AMOS  18.0.
Hasil  penelitian berhasil  membuktikan  timbulnya  kepercayaan  dan  komitmen  mahasiswa  mampu memediasi
pentingnya  penyampaian  kualitas  jasa  soft  dan  hard  untuk membangun loyalitas mahasiswa.
Kata kunci:   Kualitas jasa soft, Kualitas jasa hard, Kepercayaan, Komitmen, Loyalitas



THE ANALYSIS OF COMPANY’S FINANCIAL PERFORMANCE BEFORE AND AFTER IMPLEMENTING
ENTERPRISE RISK MANAGEMENT
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ABSTRACT
ERM is a comprehensive and integrative framework to manage company’s risk in order to  achieve  company’s
required goal. COSO  Organization creates ERM framework  to  be incorporated  as  good  corporate  governance,
therefore  the  company  is  able  to  provide  more attention  towards  the  risk  that  attached  to  the  company.
The  purpose  of  this  research  is  to acquire  better  insight  on  different  affects  to  company’s financial
performance caused  by  ERM implementation.  Therefore  it  can  determine  whether  ERM  policy  will  provide
significant difference to company’s financial performance before and after ERM implementation or not.
This  research  uses  18  samples  from  38  samples of  non-banks  public  company  that implement  ERM.  The
sign  of  a  company  that  implement  ERM  can  be  seen  in  the  company’s annual  report  such  as  the  company
that  assigns  Chief  Financial  Officer, forms  risk  committee, and the presence of ERM implementation disclosure.
The company’s financial performance is the measurement on  how  successful  is  the  ERM  implementation. The
financial performance  is proxy by income volatility (measured by earning per share), net profit margin, return on
assets, and  market  to  book.  The  statistics  test  used  is  paired  sample  t-test  because  the  data  used  is
normally  distributed.  Paired  sample  t-test  in  this  research  is  used  to  test  whether  there  is  a significant
difference in company’s financial performance during the period before implementing ERM with the period after
implementing ERM. The result of comparative statistics test between company’s financial performance before and
after  implementing  ERM indicates  that  from  those  four company’s  financial  performance indicator, income
volatility is the only significant below 5% and the t value is greater than the t table. This explained that after ERM
implemented by the company, it gives significant difference to income volatility.
Key words: enterprise risk management, risk, income volatility, net profit  margin, return on asset, market to book
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Abstract
Corporations  are  the  major  socio-economic  players  in  present  global  financial  arena.  Due  to competition and
global  demand,  corporate  financial  activities are  becoming  complex everyday.
Thus,  corporate  financial  health  depends  on  the  interaction  of  a  number  of  variables.  Good quality
investment  (positive  NPV)  decisions  are  taken  positively  by  the  corporate  stakeholders.
Thus, companies with quality investment announcement receive increase in share price. The use debt in financing
expansion is taken positively by the stakeholders as increase in debt opens up opportunity for outside control and
transparency.  However,  use of  debt  finds  a  negative interaction  while  influencing  financial  performance.
Companies  using  debt  in  below  average quality  investment  experience  reduction  in  market  value.  Studies
find  that  announcement regarding  mergers  and acquisitions  normally  benefits  the  target  company.  However,
series  of such  announcements  positively  influence  acquiring  company  stock  price.  Investors  consider dividend
positively  as  it  provides  a  signal  to  the  market  of  good performance  of  the  company. Thus,  companies
giving  cash  dividend  experience  positive  changes  in  their  stock  prices.
However, new investment opportunity and more cash dividend interact, and negatively influence stock  price  if  the
investors  consider  dividend  more  important  than  new  investment.  Recent theories argue that companies
provide dividend not because they have higher income but because market  wants  the  dividend.  Thus,  the  role  of
capital  structure  becomes  even  more  important.
Majority  of  the  determinants  of  corporate  financial  performance,  such  include  dividend  policy, capital
structure, investment, interact with corporate governance and board characteristics. Under the  agency  theory
perspective,  companies  with  large  number  of  board  members  negatively influence  the  corporate  financial
performance.  Investors  consider  the  presence  of  independent board  of  directors  as  positive  indication  as this
will  ensure  check  and  balance.  However,  dual role  of  chief  executive  officer  as  the  board  chairperson  is
taken  negatively  by  market.  Large number of board members raises conflict of interest among the members and
hampers the usual process  of  decision  making  regarding  dividend  announcement,  capital  structure  and  M&A
decisions.  Thus,  dividend,  use  of  debt,  use  of  debt  and  announcement  on  M&A  positively influence  firm
financial performance.  However,  large  board  size,  CEO  duality  and  absence  of independent  directors
negatively  influence  firm  performance.  Recent  studies  find  a  positive influence  of  corporate  re-administration
or  restructuring  on  the  value.  Companies  normally restructure  their  management  and  board.  The  influence
of  restructuring  on  value  is  more warranted in the loosing firms. A handsome collection of recent studies find
investor sentiment important  in  value  maximization  of  the  corporations. These  studies  conclude  that
corporate managers take the advantage of the market and make corporate announcement when market is in their
favor.
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ABSTRACT
Sukuk  is  a  feasible  and  viable  shariah-compliant  long-term  project  financing  instrument.  Being the leader in
sukuk market, the authorities are committed to evolve Malaysia’s financial services sector to serve the needs of
businesses and consumers and to increase its depth and regional and global  market  shares  in  selected  niches,  in
particular,  the  sukuk  market.  Sukuk  markets  around the  world  are  going  to grow  to  be  a  significant  source
of  capital  even  though  series  of  high profile  sukuk  defaults  in  the  Gulf  Corporation  Countries  (GCCs)  had
tarnished  market confidence  on  sukuk.  Malaysia  has  also  recorded  cases  of  sukuk  defaults  such  as  of  Johor
Corporation, Ingress Sukuk Berhad and Nam Fatt Corporation Berhad. The issue of sukuk default is  very  crucial  to
be  addressed  since  it  involves  the  welfare  of  stakeholders  involved.
Identification  of  default  risk  in  sukuk  is  also  important  for  supervision  and  risk  management purposes.
Certainty  with  regard  to  the  post-default  process  in  sukuk  transactions  is  necessary because  the  potential
for  a  default  exists  in  all  types  of transactions.  Even  the  most  prudently structured products can fail due to
circumstances outside investors’ control. Therefore, this paper aims  to  discuss  the  issue  of  sukuk  defaults  and
its  implication  on  Malaysian  capital  market.  At the same time, it also intends to investigate the implication of
sukuk defaults in term of country’s reputation, legal aspect and also the investor’s protection. This study
contributes to literature by providing  comprehensive discussion on  sukuk defaults and its implication on Malaysian
capital market  as  a  hub  for  global  Islamic  finance  industry.  In  addition,  it  will  also  help  sukuk  issuers
and rating agencies for estimation of credit risk and setting corporate pricing on a risk adjusted return  basis,  as
well  as  regulators  to  ensure  market  stability  and  efficiency.  This  will  also  help regulators  to  ensure  market
stability  and  efficiency,  and  subsequently  sustainable  economic growth.
Keyword: Islamic finance; Malaysia; default; sukuk rating; capital market.
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Abstract
This  study  investigates  the  impact  of  oil  price  changes on  manufacturing  firms in Malaysia.  We  examine
monthly  returns  of  Industrial  Production  Index  and  crude  oil  price from January 1997 to December 2005. The
results provide evidence of significant long-term and  short-term  relationship  between  the  two  variables.  The
results  thus  strongly  support  the notion that oil prices can have significant effect on manufacturing industry. The
findings thus stress the importance of examining the impact of oil price on different sectors in Malaysia at industry
level.
Keywords- oil prices changes, industrial production
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Islamic  finance  industry  (IFI)  has  experienced  huge  expansion  and  developed  from  a  niche industry  to  a
viable  alternative  for  global  financial  architecture.  However,  IFI  is  still  using conventional  finance
benchmarks,  such  as  London  Interbank  Offered  Rates  (LIBOR),  to determine its own cost of funds, and hence its
return to financial investments.  At the present time, IFI uses interest rate as the benchmark for Islamic finance
products. Profit rates charged by IFIs are basically replica of the market interest rates. This practice, although
discouraged, is  basically accepted  in  Islamic  finance  as  interest  rate  is  used  merely  as  a  benchmark  only.
Nevertheless,  any  reference  to  the  interest  rate  should  be  minimized,  if  not  eliminated,  as much as possible.
Thus, the need for providing  Islamic pricing benchmark for  IFI cannot be over emphasized.  This paper develops an
alternative to conventional benchmark pricing, such as LIBOR or Kuala Lumpur Interbank Offered Rates (KLIBOR)
that are predominantly used by  Islamic banks. Since  Islamic finance, in its ideal sense, is based on  and closely
linked to the  real  sector,  the  research  tried  to  design  the  benchmark  rate  at  government  policy  level,
namely monetary instrument rule that will be based on the real economy.   The proposed one is nominal gross
domestic growth rate that is more reflective of the economic  activity.
Keywords:  Asset Pricing, Reference Rate, Money Supply, Islamic Finance and Economics
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Abstract
This  paper  examines  the  market  efficiency  in  Malaysian  Financial  market  which  consists  of money market,
equity market, bond market, and exchange rate market. Monthly data are used in this study covering the period
1995 until 2010 and are collected from various sources such as Yahoo  Finance  (equity  data),  Quant  Shop  (bond
data),  International  Monetary  Fund  cd-room (money market data) and Oanda (exchange rate data). Random
walk model (RWM) is used as a basis for our analysis. Market efficiency is tested by employing autocorrelation test
and runs test which is a parametric and non-parametric test respectively. Based on the result of autocorrelation
and runs test, there is inconsistency result between these two tests.
Key words: Market efficiency, auto correlation test, runs test, Malaysian financial market.
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Abstract
The aim of this paper is to examine the impact of exchange rates changes on the nine Malaysian sectoral indices
(Plantation, Consumer Products, Construction, Finance, Industrial Products, Mining, Properties, Technology and
Trade and Services) from January 2000 to  June 2009. Motivated by the increasing international trades, this study
hypothesizes that changes in exchange rates could create a significant exposure on the firm values. In this study, to
gauge the influence of real market forces on currency value, currency exposure is measured based on changes in
Malaysian Ringgit against the Japanese Yen (MYR/Yen). Using the OLS time series regression, the study finds that
contradict  with the theoretical intuitions currency depreciation negatively influences the value of companies in all
industries  except  for  those  in  Consumer  Products  and  Technology.  However,  given  the  fact  that  MYR/Yen  is
significant in only three industries (Industrial Products, Finance and Trade and Services), this finding implies that
investors  should  be  particularly  concerned  about  the  management  of  currency  exposure  or  hedging
decisions  in these industries.
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ABSTRACT
The main goal of company is to maximize the firm value and for that financial managers must be able to seek
funding from both the company and from the loan (debt policy) and allocate sources of funds in the operations of
the company (investment decisions). This research aims to  determine  the  effect  of  debt  policy  and  investment
decisions  made  by  company  to  firm value. Objectives of the research is a company that have listed (go public)
and is a company which  has  relatively  good  performance  so  that  only companies  incorporated  in  the  LQ-45,
which shares a highly liquid securities traded on exchanges Indonesia
Analytical  tool  in  this  study  uses  Structural  Equation  Model  (SEM)  which  is  a  statistical technique  that
allows  testing  of  a relatively  complex  series  of  relationships  simultaneously.
The indicator of variable debt policy is debt to equity ratio, long term debt to total assets, and debt  service  ratio.
The  indicator  variable  investment  decision  is  the  fixed  asset  growth, working  capital  growth,  and  retention
ratio.  While  the  indicator  firm  value  is  stock  return and market to book value ratio.
The results showed a positive effect of debt policy on investment decisions but statistically not significant.  Debt
policies  also  have  a  positive  impact  on  the  firm  value  but  was statistically not significant.  While  investment
decisions  are  a  positive  influence  on  the  value  of  the company but was  statistically not significant.
Keywords: debt policy, investment decisions, the value of the company
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ABSTRACT
Woman  entrepreneur  is not  a  minority  profession  anymore  within  the  business  realm. Almost  one-third  of
entrepreneurs  are  women.  Woman  entrepreneur  from  different  backgrounds appear to enliven the competition
under the business setting. Even women who previously took a role as housewives are now participating in the
competition. Many housewives try their luck with business.  This  phenomenon  is  currently  called  momtrepreneur.
Since  many  housewives  have now  become  woman  entrepreneur,  it  is  necessary  to  do  a  research  on  what
motivates  the housewives to be woman entrepreneur. The research was conducted with qualitative approach and
in-depth  interview technique.  The  objects  of  the  research  were  three  woman  entrepreneurs  who have  been
involved  in  handcraft  business.  Since  they  were  women,  the  research  also  aimed  at finding out the issues of
gender inequality associated with woman entrepreneur both within their individual life, within business setting, and
within the society.
The findings of the research show that the underlying reason that motivates the women to be  woman
entrepreneur  includes  economic  condition.  In  addition,  motivation  for  achievement plays  a  crucial  role  in  the
course  of  their  performance  as  woman  entrepreneur.  Motivation  for achievement  generally  appears  when
they  have  been  involved  in  the  business.  Such  spirit encourages  the  women  to  develop  their  business  in  a
better  way  with  an  expectation  that  they could  run  the  business  in  a  smooth  and  stable  way.  However,
the  study  indicates  that  there  are some  kinds  of  gender  equality  associated  with  woman  entrepreneur,  both
intentionally  and unintentionally.  Such  gender  equality  is  related  to  tradition,  custom,  and  personal  and
societal perception on the working women.
Keywords: Woman entrepreneur, housewives, motivation
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Abstract
This study investigates the effect of the life cycle of a firm on the dividend policy. There are only few studies that
investigate the association of a firm life cycle with dividend policy. The samples of this research are the
manufacturing company listing in Indonesia Stock Exchange during the year of 2004-2008. The study found that the
company's life cycle influence on dividend policy. Dividend per share in the life cycle stages of growth is generally
higher than at other stages of the life cycle. While the dividend payout ratio (DPO) at this stage of life cycle growth
and pioneer significantly higher compared with the DPO in the mature life cycle and decline stages.
Keywords: Life Cycle Company, Dividend Policy, Dividend per share, dividend payout ratio


