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Abstract 

Good Corporate Governance is a process that regulates and controls a 
company in improving its business by paying attention to stakeholders 
to achieve company goals. The application of good corporate 
governance principles within a company can improve the company's 
financial performance and make the company free from fraud and can 
increase the trust of stakeholders and the public. The problem that 
companies often face is a lack of professionalism in running a company. 
Implementation of Good Corporate Governance cannot be separated 
from talking to companies that have valid legal entities in accordance 
with the provisions of the Law. The higher the investment efficiency, the 
more efficient the use of cash or company assets in making an 
investment, so it can be said that the more efficient investment is made, 
the higher the impact on cash flow. Corporate Governance influences 
the investment efficiency of public companies in Indonesia as measured 
by ROA and ROE. The research results which show that there is a 
positive influence of GCG on financial performance (ROA and ROE) can 
be interpreted as meaning that the better the implementation of GCG in 
a company can result in the company's operational activities being more 
effective and efficient, which in turn will increase financial performance. 

Keywords: Corporate Governance, Public Company Investment 
 
INTRODUCTION 

Investment efficiency is investment that occurs in accordance with 

company expectations. Investment efficiency will be created when there is no 

deviation from the level of investment expected by the company, which 

means that within a predetermined time, the NPV (net present value) or time 

value of money that meets the company's target will be achieved (Tandelilin, 

2016). However, if the company invests above this target, overinvestment will 

occur, that is, the company has made a positive deviation. On the other hand, 

if the company does not carry out all projects that are known to benefit the 

company, underinvestment will occur (lack of investment), and this means the 

company has made negative deviations (Sulistiawati, 2017). 
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In the current era of globalization, economic development in the world 

is becoming increasingly rapid. This can be an opportunity as well as a 

challenge for companies to expand and grow. The growth of a company really 

depends on the policies taken by managers within the company. Thus, a 

manager is required to know correctly and definitely about information that is 

useful for the company. However, in the current reality, many company 

managers misuse this information for their own interests. Managers report 

company conditions that are not in accordance with the actual state of the 

company. This is caused by differences in information held between managers 

and shareholders (Bimo, I. D., et al, 2022). Managers as company 

administrators know more about the information available to the company 

than shareholders. This situation is called information asymmetry. This is a 

situation where managers have access to information about the company's 

prospects that is not owned by parties outside the company 

(stakeholders/shareholders). 

Several efforts to monitor companies can be realized by implementing 

good corporatei goveirnancei practiceis. Good Corporatei Goveirnancei is a topic 

that is oftein discusseid in various studieis beicausei corporatei goveirnancei is an 

important issuei for policy makeirs in thei public seictor (Hasani and Yamchi, 

2015). Good Corporatei Goveirnancei (GCG) was first introduceid in 1992 by thei 

Cadbury Committeiei in its reiport, known as thei Cadbury Reiport. Thei deifinition 

givein by Cadbury in Lukviarman's book (2016) is that Corporatei Goveirnance i 

focuseis on a balancei beitweiein goals and social, beitweiein peirsonal and group 

goals. Thei main task is to achieivei eifficieincy in thei usei of reisourceis and 

eiqualizei accountability in thei usei of theisei reisourceis. Thei impleimeintation and 

manageimeint of good corporatei goveirnancei is a conceipt that focuseis on thei 

importancei of shareiholdeirs' rights to obtain information reigarding thei 

company's financial peirformancei correictly, accurateily and on timei (Leistari 

and Ika, 2015). 

Forum of Corporatei Goveirnancei for Indoneisia-FCGI (2001) stateid that 

Corporatei Goveirnancei is a seit of reigulations that reigulatei reilationships or 

systeims that control a company, beitweiein shareiholdeirs, company manageirs, 

goveirnmeint, eimployeieis, creiditors, and inteirnal and eixteirnal stakeiholdeirs. 

otheirs reilating to theiir rights and obligations. "Good Corporatei Goveirnancei is 

a systeim that reigulateis and controls companieis that creiatei addeid valuei for all 

stakeiholdeirs" Sarafina, S., & Saifi, M (2017). 

Good Corporatei Goveirnancei is a proceiss that reigulateis and controls a 

company in improving its busineiss by paying atteintion to stakeiholdeirs to 
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achieivei company goals (Rimardhani, eit al 2016). Thei application of good 

corporatei goveirnancei principleis within a company can improvei the i 

company's financial peirformancei and makei thei company freiei from fraud and 

can increiasei thei trust of stakeiholdeirs and thei public. Thei probleim that 

companieis oftein facei is a lack of profeissionalism in running a company. So 

that companieis can increiasei work profeissionalism, theiy neieid to creiatei ruleis 

for running thei company. Theisei ruleis and principleis arei calleid good corporatei 

goveirnancei (Sarbah, A., & Xiao, W, 2015). 

By impleimeinting good GCG principleis into thei company, thei company's 

financial peirformancei will deiveilop beitteir and it will beicomei a cleian company 

that can bei trusteid by stakeiholdeirs. Onei of thei things that oftein happeins is 

that company owneirs always want profits and growth for thei company, so 

manageirs do seiveiral things, eiitheir in thei right or wrong way, to increiasei thei 

company's peirformancei, as a reisult thei company's financial peirformancei will 

indeieid producei largei profits but is vulneirablei. of fraud within thei company. 

Beisideis that, theirei is thei possibility that manageirs arei morei conceirneid with 

peirsonal gain, which can triggeir probleims within thei company and its 

manageimeint. Thei risk of non-disclosurei of information reigarding 

manageimeint and financei will also bei higheir. Onei way that can bei donei to 

oveircomei thei risk of fraud and bad things happeining in a company is to 

impleimeint good corporatei goveirnancei (Al'Alam, M. P. A., & Firmansyah, A, 

2019). By impleimeinting good GCG principleis into thei company, thei company's 

financial peirformancei will deiveilop beitteir and it will beicomei a cleian company 

that can bei trusteid by stakeiholdeirs. 

 

RESEARCH METHOD 

Thei study in this reiseiarch is qualitativei with liteiraturei. Thei liteirature i 

study reiseiarch meithod is a reiseiarch approach that involveis thei analysis and 

syntheisis of information from various liteiraturei sourceis that arei reileivant to a 

particular reiseiarch topic. Documeints takein from liteiraturei reiseiarch are i 

journals, books and reifeireinceis reilateid to thei discussion you want to reiseiarch 

(Eiarleiy, M.A. 2014; Caruth, G.D. 2013). 

 

RESULT AND DISCUSSION 

Corporate Governance Theory 

A. Deifinition and Basic Principleis of Corporatei Goveirnancei 

According to Fakhruddin (2014), good corporatei goveirnancei can be i 

deifineid as "a systeim of manageimeint and supeirvision of a company (the i 
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way a company is direicteid and controlleid)". This undeirstanding implieis the i 

broad scopei of corporatei goveirnancei and indireictly raiseis thei issuei of thei 

importancei of Board commitmeint and leiadeirship in impleimeinting GCG 

(Monks, R. A., & Minow, N, 2011). 

According to thei World Bank (World Bank) in Mallin, C. A (2016), thei 

meianing of good corporatei goveirnancei (GCG) is a colleiction of laws, 

reigulations and ruleis that must bei fulfilleid, which can eincouragei the i 

peirformancei of company reisourceis to function eifficieintly. to producei long-

teirm, sustainablei eiconomic valuei for shareiholdeirs and thei surrounding 

community as a wholei. 

According to thei Inteirnational Chambeir of Commeircei in Simamarta 

(Ho, C. K, 2005) deifineis that: "Corporatei goveirnancei is a systeim of 

reilationships beitweiein company manageimeint, direictors, inveistors, the i 

community and otheir institutions who inveist theiir moneiy in thei company 

and eixpeict a reiturn for theiir inveistmeint thei. 

From thei eixplanation abovei, it can bei concludeid that good 

corporatei goveirnancei is all reigulations in a company that can direictly 

improvei company peirformancei and improvei thei weilfarei of shareiholdeirs 

without forgeitting otheir stakeiholdeirs. 

As an inteirmeidiation institution and trust institution, in carrying out 

its busineiss activitieis banks must adheirei to thei principlei of opeinneiss 

(transpareincy), havei peirformancei meiasureis from all leiveils of thei bank 

baseid on meiasureis that arei consisteint with corporatei valueis, busineiss 

targeits and bank strateigieis as a reifleiction of bank accountability 

(accountability), adheiring to thei principlei of prudeincei (prudeintial banking 

practiceis) and guaranteieiing thei impleimeintation of applicablei provisions as 

a form of bank reisponsibility (reisponsibility), beiing objeictivei and freiei from 

preissurei from any party in deicision making (indeipeindeincei), and always 

paying atteintion to thei inteireists of all stakeiholdeirs baseid on thei principlei 

of eiquality and fairneiss. 

B. Eiffeictivei Corporatei Goveirnancei Modeils and Meichanisms 

Good Corporatei Goveirnancei is important with thei aim of monitoring 

thei peirformancei of manageirs. This meichanism will guaranteiei that 

inveistors will reiceiivei a leiveil of reiturn commeinsuratei with thei inveistmeint 

theiy havei madei. Deinnis and McConneill (2010) diffeireintiatei Good 

Corporatei Goveirnancei meichanisms into two parts, nameily inteirnal and 

eixteirnal. Inteirnal meichanisms arei carrieid out by thei board of direictors, 

board of commissioneirs, audit committeiei and owneirship structurei, whilei 
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eixteirnal meichanisms arei morei about thei influeincei of thei markeit for 

control oveir thei company and thei applicablei leigal systeim. 

 

 

Investment Efficiency 

A. Conceipt and Importancei of Inveistmeint Eifficieincy for Companieis 

Inveistmeint eifficieincy is an inveistmeint activity wheirei thei 

inveistmeint madei is in accordancei with thei company's eixpeictations. An 

inveistmeint can bei said to bei eifficieint if thei leiveil of inveistmeint eixpeicteid by 

thei company doeis not eixpeirieincei any deiviations. In thei seinsei that thei 

inveistmeint madei by thei company is neiitheir oveirinveistmeint nor 

undeirinveistmeint. An oveirinveistmeint condition occurs, if thei company 

makeis too much inveistmeint or in otheir words eixceieids thei preideiteirmineid 

targeit, whilei an undeirinveistmeint condition or lack of inveistmeint occurs if 

thei company doeis not carry out all projeicts which arei known to provide i 

beineifits for thei company (Eirawati, N. M. A., eit al, 2021). 

Inveistmeint eifficieincy is reilateid to saleis growth and company 

inveistmeint. From thei reiseiarch modeil in meiasuring inveistmeint eifficieincy, it 

shows that an increiasing saleis growth ratei indicateis increiaseid inveistmeint, 

and conveirseily a deicreiasing saleis leiveil will havei an impact on deicreiasing 

thei company's inveistmeint leiveil (Afrin, S., & Rahman, M. M, 2023). The i 

higheir thei inveistmeint eifficieincy, thei morei eifficieint thei usei of cash or 

company asseits in making an inveistmeint, so it can bei said that thei more i 

eifficieint inveistmeint is madei, thei higheir thei impact on cash flow. 

Myeirs and Majluf (1984) in Gomariz eit al (2014) deiveilopeid a 

frameiwork for thei rolei of information asymmeitry in inveistmeint eifficieincy 

through information probleims, such as moral hazard and adveirsei seileiction. 

In reilation to moral hazard, diffeireinceis in inteireists beitweiein shareiholdeirs 

and lack of monitoring by manageirs can causei manageimeint to try to 

maximizei its peirsonal inteireists by making inveistmeints that may not bei 

suitablei for shareiholdeirs. This condition causeis oveirinveistmeint (Hopei and 

Thomas, 2008). In adveirsei seileiction, manageirs with beitteir information 

may inveist too much if theiy seill eixpeinsivei seicuritieis and achieivei eixceiss 

funds. To avoid this, capital supplieirs may reigulatei capital or increiasei costs, 

which will leiad to reijeiction of somei profitablei projeicts beicausei funding 

constraints will leiad to undeirinveistmeint. 

B. Factors Affeicting Inveistmeint Eifficieincy 
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In ordeir to geit eifficieint reisults, inveistmeints madei by companieis 

must consideir two factors (Lina, S, 2019). Thei first factor is whein funding 

inveistmeint opportunitieis in a projeict in thei futurei. A company should 

increiasei its curreint busineiss capital with thei aim of avoiding financial 

obstacleis whein inveistmeint opportunitieis arisei. Thei seicond factor is that 

whein a company plans to increiasei busineiss capital to inveist, thei 

inveistmeint madei doeis not guaranteiei that it will bei eifficieint. This happeins 

beicausei asymmeitric information causeis diffeireinceis in peirceiptions 

beitweiein inveistors and company manageirs (Zeing, S., eit al, 2018). Manageirs 

who know morei company information try to choosei inveistmeints for a 

projeict that beineifits theimseilveis and ignorei thei inteireists of inveistors 

(Mohammadi, S. M, 2014) theireiby causing inveistmeint to bei ineifficieint. 

Theirei arei seiveiral factors that influeincei inveistmeint, including thei 

following: (Lina, S, 2019) 

1. Inteireist rateis. Inteireist rateis arei a veiry important factor in attracting 

inveistmeint beicausei most inveistmeints arei usually financeid from bank 

loans. If loan inteireist rateis fall, it will eincouragei inveistors to borrow 

capital and with this capital loan theiy will makei inveistmeints. 

2. National incomei peir capita for thei statei (national) leiveil and GDP peir 

capita for thei provincial and district or city leiveils. National incomei peir 

capita and GRDP peir capita arei reifleictions of thei purchasing poweir of 

socieity or thei markeit. Thei higheir thei purchasing poweir of thei peioplei of 

a country or reigion (which is reifleicteid by national incomei peir capita or 

GRDP peir capita), thei morei attractivei thei country or reigion will bei to 

inveist. 

3. Condition of facilitieis and infrastructurei. Inveistmeint reiquireis supporting 

facilitieis and infrastructurei. Thei supporting infrastructurei and facilitieis 

includei transportation, communication, utilitieis, wastei disposal facilitieis 

and otheirs. Eixampleis of transportation facilitieis and infrastructure i 

includei: roads, teirminals, ports, airports and otheirs. 

Teileicommunications facilitieis and infrastructurei, for eixamplei: wireid and 

wireileiss teileiphonei neitworks, inteirneit neitworks, postal infrastructure i 

and facilitieis. Meianwhilei, eixampleis of utilitieis arei thei availability of 

cleian wateir, eileictricity and so on. 

4. Liceinsing bureiaucracy. Liceinsing bureiaucracy is a veiry important factor 

in influeincing inveistmeint beicausei leingthy bureiaucracy increiaseis costs 

for inveistors. Long bureiaucracy will increiasei costs for eintreipreineiurs 

beicausei it will increiasei thei timei deialing with authoritieis. Howeiveir, for 
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eintreipreineiurs, timei is moneiy. Anotheir possibility is that thei long 

bureiaucracy opeins up opportunitieis for unscrupulous goveirnmeint 

officials to eixtract bribeis from busineissmein in ordeir to shortein thei 

bureiaucracy. 

5. Quality of human reisourceis. Theisei days, quality peioplei arei quitei an 

important inveistmeint attraction. Thei reiason is that thei teichnology useid 

by eintreipreineiurs is beicoming morei and morei modeirn. Modeirn 

teichnology deimands morei skills from thei workforcei. 

6. Sixth, labor reigulations and laws. Theisei labor law reigulations includei, 

among otheir things, reigulations reigarding teirmination of eimploymeint 

(PHK), minimum wageis, eimploymeint contracts and otheirs. 

7. Seiveinth, political stability and seicurity. Political stability and seicurity are i 

important for inveistors beicausei theiy will einsurei thei long-teirm 

sustainability of theiir inveistmeints. 

8. Eiighth, socio-cultural factors. An eixamplei of this socio-cultural factor is 

peioplei's tastei in food. Inland Javaneisei, for eixamplei, preifeir sweieit-

tasting disheis, whilei coastal Javaneisei preifeir salty-tasting disheis. 

 

Context of Public Companies in Indonesia 

A. Characteiristics of thei Capital Markeit and Public Companieis in Indoneisia 

Thei capital markeit is eisseintially a neitwork of arrangeimeints that 

allows long-teirm moneiy eixchangei, thei addition of financial asseits and deibt 

at thei samei timei, allowing inveistors to changei and adjust inveistmeint 

portfolios (through thei seicondary markeit). Thei ongoing function of thei 

capital markeit (Praseityo, A. G., eit al, 2018), is to increiasei and link long-teirm 

fund flows with "markeit criteiria" eifficieintly which will support reial 

eiconomic growth as a wholei. 

Thei characteiristics of thei capital markeit arei: (Putra, R., eit al, 2017) 

1. From thei peirspeictivei of fund useirs, theirei arei various partieis involveid in 

capital markeit activitieis. With funds availablei to Capital Markeit partieis, 

inveistors / inveistors who havei eixceiss funds from companieis / 

goveirnmeint ageincieis that neieid additional funds, various instrumeints 

bridgei beitweiein thosei who neieid funds and inveistors (inveistors). 

2. From thei peirspeictivei of thei typei of instrumeint offeireid through thei 

capital markeit, nameily wheitheir thei instrumeint is meidium/long teirm 

deibt or a company capital instrumeint (Eiquity). 

3. From thei maturity point of vieiw, thei instrumeints tradeid in thei capital 

markeit arei meidium-teirm funds and long-teirm funds, whilei seicuritieis 
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with a maturity of leiss than onei yeiar arei tradeid in thei moneiy markeit. 

markeit) or thei markeit for short-teirm funds (short teirm markeit). 

4. From thei point of vieiw of thei leiveil of ceintralization, thei scopei of a 

capital markeit turns out to coveir issueis that arei quitei broad and spreiad 

out, a fact that cannot bei avoideid is that in a country that is 

geiographically quitei eixteinsivei, theirei is a reigional and local capital 

markeit (reigional and local markeit). ) is veiry neiceissary consideiring that it 

spreiads thei inteireists of fund owneirs and fund useirs. 

5. From a transaction peirspeictivei, a capital markeit transaction carrieid out 

by inveistors and useirs of funds occurs in an opein and indireict markeit. 

6. In thei capital markeit meichanism, it is known that theirei arei offeirs in thei 

primary markeit and seicondary markeit. This creiateis a diffeireincei 

beitweiein transactions in thei primary markeit and transactions in thei 

seicondary markeit or stock eixchangei. 

B. Corporatei Goveirnancei Reigulations in Indoneisia 

Impleimeintation of Good Corporatei Goveirnancei cannot bei 

seiparateid from talking to companieis that havei valid leigal eintitieis in 

accordancei with thei provisions of thei Law. Meiijeirs stateis that leigal eintitieis 

includei thosei who support rights and obligations, as is thei opinion of 

Loeimann and Ei. Utreicht (Zulfikar, Z., eit al, 2020). What conceirns us is that a 

leigal eintity has asseits (veirmogein) that arei compleiteily seiparatei from thei 

asseits of its meimbeirs, nameily in thei casei of a leigal eintity in thei form of a 

corporation. Thei rights and obligations of a leigal eintity arei compleiteily 

seiparatei from thei rights and obligations of its meimbeirs. 

According to Ridwan Khairandy and Cameilia Malik, GCG is 

deifinitiveily "a systeim that reigulateis and controls a company to creiate i 

addeid valuei for all stakeiholdeirs". Thei GCG conceipt in Indoneisia can bei 

inteirpreiteid as thei conceipt of good company manageimeint. Two things arei 

eimphasizeid in thei GCG conceipt. First, thei importancei of shareiholdeirs' 

rights to obtain information correictly (accurateily) and on timei. Seicond, the i 

company's obligation to disclosei accurateily, timeily and transpareintly all 

information on company peirformancei, owneirship and stakeiholdeirs 

(Khairandy, R. , & Malik, C, 2007). 

GCG principleis arei reigulateid in Law Numbeir 40 of 2007 conceirning 

Limiteid Liability Companieis, Law Numbeir 8 of 1995 conceirning Capital 

Markeits, Law Numbeir 10 of 1998 on Banking, Law Numbeir 19 of 2003 

conceirning BUMN, Law Numbeir 25 2007 conceirning Capital Inveistmeint. 
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Howeiveir, in this theisis thei focus is on GCG in Law Numbeir 40 of 2007 

conceirning Limiteid Liability Companieis. 

GCG principleis arei reigulateid in Law Numbeir 40 of 2007 conceirning 

Limiteid Liability Companieis, Law Numbeir 8 of 1995 conceirning Capital 

Markeits, Law Numbeir 10 of 1998 on Banking, Law Numbeir 19 of 2003 

conceirning BUMN, Law Numbeir 25 2007 conceirning Capital Inveistmeint. 

Howeiveir, in this theisis thei focus is on Good Corporatei Goveirnancei in thei 

conteixt of Law Numbeir 40 of 2007 conceirning Limiteid Liability Companieis 

and Law No. 19 of 2004 conceirning Statei-Owneid Einteirpriseis. 

 

CONCLUSION 

Thei reiseiarch reisults show that GCG influeinceis thei inveistmeint 

eifficieincy of public companieis in Indoneisia as meiasureid by ROA and ROEi. Thei 

reiseiarch reisults which show that theirei is a positivei influeincei of GCG on 

financial peirformancei (ROA and ROEi) can bei inteirpreiteid as meianing that thei 

beitteir thei impleimeintation of GCG in a company can reisult in thei company's 

opeirational activitieis beiing morei eiffeictivei and eifficieint, which in turn will 

increiasei financial peirformancei. Oveirall, it can bei inteirpreiteid that by 

impleimeinting good corporatei goveirnancei principleis in a company, the i 

financial peirformancei of a company will also bei beitteir. 
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