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ABSTRACT 
Firm value is an indicator of a company's condition, reflected 
through its share price. This research aims to provide empirical 
evidence on the influence of Enterprise Risk Management (ERM) 
and profitability on firm value, as well as the moderating effect 
of institutional ownership on the relationships between ERM, 
profitability, and firm value. The population for this study 
consists of companies within the banking subsector listed on the 
Indonesia Stock Exchange (IDX) over the period 2020-2022. A 
nonprobability sampling method was utilized, yielding a sample 
of 63 observations. Data were analyzed using Moderated 
Regression Analysis. The results indicate that ERM and 
profitability positively impact firm value. Additionally, 
institutional ownership strengthens the effects of ERM and 
profitability on firm value. 
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Kepemilikan Institusional Memoderasi Hubungan antara 
Manajemen Risiko Perusahaan, Profitabilitas, dan Nilai 

Perusahaan 
 

ABSTRAK 
Nilai perusahaan merupakan gambaran kondisi perusahaan yang 
direpresentasikan melalui harga sahamnya. Tujuan dari penelitian ini 
adalah memperoleh bukti empiris pengaruh enterprise risk management 
(ERM) dan profitabilitas pada nilai perusahaan serta moderasi 
kepemilikan institusional terhadap ERM dan profitabiltas pada nilai 
perusahaan. Perusahaan subsektor perbankan yang terdaftar di Bursa 
Efek Indonesia periode 2020-2022 menjadi populasi dalam penelitian 
ini. Metode penentuan sampel menggunakan nonprobability sampling 
dan diperoleh sampel sebanyak 63 amatan. Teknik analisis data dengan 
Regresi Moderasi. Hasil penelitian menunjukkan ERM dan 
profitabilitas berpengaruh positif pada nilai perusahaan. Kepemilikan 
institusional memperkuat pengaruh ERM dan profitabilitas pada nilai 
perusahaan.. 
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Profitabilitas; Kepemilikan Institusional 

  

Artikel dapat diakses :  https://ojs.unud.ac.id/index.php/Akuntansi/index 

 
 

mailto:hanna.windu20@student.unud.ac.id
https://ojs.unud.ac.id/index.php/Akuntansi/index


 

SARI, N. P. H. W., KRESNANDRA, A. A. N. A., & SUJANA, I., K.  
INSTITUTIONAL OWNERSHIP AS… 

  

 

1950 

 

INTRODUCTION 
Company value can be interpreted as the market's assessment of a company 
through its share price. A high share price indicates that the company is in good 
condition (Chandra & Djajadikerta, 2017). Moreover, a robust company value 
reflects investors' perspectives on the company’s ability to manage its assets 
effectively (Pramana & Yasa, 2020). Recent economic conditions have undergone 
changes due to the Covid-19 pandemic, which has impacted company 
performance (Simanjuntak & Hidayat, 2023). Putri (2020) noted that the pandemic 
caused a significant decline in share prices in the Indonesian banking sector. In 
addition to the Covid-19 pandemic, the global banking sector faces crises, such as 
the collapse of major banks, including Silicon Valley Bank (SVB), which was 
officially declared bankrupt due to a capital crisis (Hasibuan, 2023). The fallout 
from SVB’s collapse created a domino effect, impacting banks not only in the 
United States but also globally, affecting worldwide financial stability. 

These phenomena indicate that under certain conditions, investors may 
lack full confidence in companies. Reflecting on the collapse of major banks 
abroad, it is crucial for companies to manage their business risks effectively. 
Failure to do so can erode investor confidence, subsequently diminishing company 
value. Financial information alone is insufficient for assessing a company; thus, the 
disclosure of non-financial information is also vital in shaping investors' decisions. 
Companies provide such non-financial information through Enterprise Risk 
Management (ERM) disclosures (Devi et al., 2017). 

ERM is a method by which company management discloses information 
about how the company's risks are managed and the potential effects of these risks 
on the company's future. ERM disclosure is particularly crucial for publicly traded 
companies. Extensive research has been conducted on the influence of ERM on 
company value. Studies by Metana & Meiranto (2023), Chairani & Siregar (2021), 
Supriyadi & Setyorini (2020), and Devi et al. (2017) have demonstrated a positive 
influence of ERM on company value. Conversely, Ticoalu et al. (2021), Fadhilah & 
Sukmaningrum (2020), and Ardianto & Rivandi (2018) found that ERM had no 
significant effect on company value. 

Profitability indicates how effectively a business can generate profits. 
Higher profits suggest that management has effectively operated the business, 
thus fostering greater trust (Simorangkir, 2019). This potential for increased 
income enhances investors' willingness to invest. Empirical studies on the impact 
of profitability on company value by Tui et al. (2017), Pasaribu et al. (2019), 
Widyasasi (2020), and Yonandha & Rahayu (2023) have found positive effects. 
However, opposing findings were reported by Afifawati et al. (2022), Pratiwi & 
Hardiningsih (2023), and Assya'if & Marlina (2023), who noted that profitability 
did not significantly affect company value. 

The variability in these findings suggests inconsistencies that may arise 
from external influences beyond the studied variables. Consequently, this paper 
introduces institutional ownership as a moderating variable. Institutional 
ownership is deemed significant for bridging information gaps between capital 
owners and management (Ibrahim et al., 2019). By employing institutional 
ownership as a moderating factor, institutions can effectively monitor company 
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performance. Improved performance suggests competent management, which, in 
turn, is expected to enhance company value (Cristofel & Kurniawati, 2021). 

The ERM and profitability on firm value can be conceptualized through 
Stakeholder Theory and Signaling Theory. According to Stakeholder Theory, 
stakeholders with authority can access vital information about company 
operations, which may significantly impact capital owners or shareholders. ERM 
disclosure is crucial as it enables shareholders to gain insights into the company's 
risk profile and management strategies (Supriyadi & Setyorini, 2020). 
Furthermore, enhanced profitability reflects the returns that shareholders can 
expect, with increased market demand for the company's shares potentially 
leading to higher dividends. 

Signaling Theory posits that the disclosure of high-quality information 
sends positive signals to the market. Information provided in financial reports 
gives external parties an understanding of the company's strengths. Detailed 
disclosures about the company's risk management enable investors to evaluate the 
company's future potential. The extent of ERM disclosure is a critical consideration 
for investors before purchasing shares, as it reveals the company's risk profile and 
management's response to these risks. Similarly, profitability acts as a positive 
signal to the market, eliciting responses from potential investors, often manifested 
in increased demand for company shares. 

ERM disclosure is essential for stakeholders, indicating that companies 
with comprehensive ERM practices demonstrate good governance, thus adding 
value for shareholders through effective risk management. The more detailed the 
ERM information disclosed by a company, the greater the investor confidence in 
the security of their investments. Empirical studies by Chairani & Siregar (2021), 
Chen et al. (2020), Faisal et al. (2021), Farrell & Gallagher (2019), and Devi et al. 
(2017) have consistently shown that ERM positively influences firm value, 
supporting this theoretical framework. Based on these theoretical and empirical 
foundations, the proposed hypothesis is: 
H1: ERM has a positive effect on firm value. 

Profitability is a critical indicator of a company's financial performance and 
serves as a key metric for potential investors when evaluating the profitability of 
potential investment opportunities. The higher the profitability depicted in a 
company's financial reports, the better the company's performance is considered, 
suggesting promising future prospects. Empirical studies by Tui et al. (2017), Dewi 
et al. (2021), Komalasari & Octavia (2022), Jihadi et al. (2021), and Nurhayati & 
Titik Kristanti (2023) have demonstrated that profitability positively influences 
company value. An increase in a company's profitability correlates directly with 
potential investors' willingness to invest, as evidenced by their purchase of 
company shares, thereby enhancing the company's value. Based on these findings, 
the proposed hypothesis is: 
H2: Profitability has a positive effect on firm value. 

Broad and specific disclosures about a company's profile are strategic for 
enhancing company value. Extensive ERM disclosures indicate robust governance 
and effective internal controls over company risks. The involvement of 
institutional parties in a company sends a positive signal to investors, reassuring 
them that their capital is well-protected (Permatasari & Gayatri, 2016). A 
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substantial proportion of institutional share ownership suggests a high company 
value, reflecting investor confidence in the company’s management and oversight 
(Yuslirizal, 2017). This is supported by research from Thanatawee (2014), 
Buchanan et al. (2018), and Cristofel & Kurniawati (2021), which found that 
institutional share ownership positively impacts company value. Based on the 
theoretical framework and results of prior empirical studies, the following 
hypothesis is proposed: 
H3: Institutional ownership strengthens the influence of ERM on firm value. 

The ability of a company to generate high or low profits largely depends 
on management's performance in handling the company's finances (Pratiwi & 
Hardiningsih, 2023). Higher profits reflect management's competency in operating 
the company effectively, thereby instilling confidence among capital owners about 
management's capabilities. This situation also demonstrates a lack of information 
asymmetry between management and shareholders (Pratiwi & Hardiningsih, 
2023). To further minimize information gaps, involving institutions in decision-
making processes is effective, particularly when these institutions are among the 
largest shareholders (Almacitra et al., 2023). The presence of institutional parties is 
expected to ensure that company management aligns its actions with established 
goals rather than personal interests. Institutional ownership, by virtue of 
significant investment stakes, assumes a critical supervisory role (Fransiska et al., 
2016). Empirical research by Sunarwijaya (2016), Hutabarat & Rina Octaria (2016), 
and Pohan & Siregar (2022) indicates that institutional ownership reinforces the 
impact of profitability on company value. Based on the foundational theories, 
concepts, and results of previous empirical studies, the proposed hypothesis is: 
H4: Institutional ownership strengthens the influence of profitability on firm value. 
 
RESEARCH METHODS  
The population of this study encompasses all banking subsector companies listed 
on the Indonesian Stock Exchange (IDX) during the period from 2020 to 2022. Data 
for this research were sourced from the IDX and the official websites of the 
involved companies. The sample comprised 63 observations, selected based on 
several criteria: first, banking subsector companies that were not delisted from the 
IDX between 2020 and 2022; second, those that submitted annual reports for each 
year of the study period; third, companies that reported positive profits 
throughout the observation period; and lastly, those that submitted financial 
reports in Indonesian Rupiah. 

The variables of interest in this study include company value as the 
dependent variable, denoted by Tobin's Q (Q); Enterprise Risk Management 
(ERM) and profitability (PROF) as independent variables; and institutional 
ownership (INST) as the moderating variable. 

The company value is calculated using the Tobin's Q ratio, employing the 
model proposed by Sajida & Purwanto (2021), which is detailed as follows. 

𝑄 =  
(Σ Outstanding Sharest +1 × Closing Pricet +1  )+𝑇𝑜𝑡𝑎𝑙 𝐿𝑖𝑎𝑏𝑖𝑙𝑖𝑡𝑖𝑒𝑠t +1 

𝑇𝑜𝑡𝑎𝑙 𝐴𝑠𝑠𝑒𝑡𝑠t +1 
 ....................................... (1) 

Where: 
Q   = ratio Tobin’s Q 
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Outstanding shares t+1  = The total number of shares outstanding at the end of the  
first quarter of the subsequent observation year.  

Closing price t+1 = The closing share price at the end of the first quarter of the 
following observation year.  

Total liabilities t+1 = Total liabilities at the end of the first quarter of the 
subsequent year.  

Total asset t+1 = Total assets at the end of the first quarter of the subsequent 
year.  

ERM disclosure is quantified using the Enterprise Risk Management 
Disclosure Index, which adheres to the model proposed by Devi et al. (2017). 

𝐸𝑅𝑀𝐷𝐼 =  
𝛴𝑖𝑗 𝐷𝑖𝑡𝑒𝑚t

𝛴𝑖𝑗 𝐴𝐷𝑖𝑡𝑒𝑚t

 ...................................................................................................... (2) 

The indicator used to measure the level of profitability is the Return on 
Assets (ROA) ratio, following the model proposed by Yonandha & Rahayu (2023). 
The ROA is calculated using the following formula: 

𝑅𝑂𝐴 =  
𝑁𝑒𝑡 𝑃𝑟𝑜𝑓𝑖𝑡t  

𝑇𝑜𝑡𝑎𝑙 𝐴𝑠𝑠𝑒𝑡𝑠t 

 ......................................................................................................... (3) 

The measurement of institutional ownership is based on the method 
described by Cristofel & Kurniawati (2021), which is outlined as follows: 

𝐼𝑁𝑆𝑇 =  
Σ 𝑆ℎ𝑎𝑟𝑒𝑠 𝑜𝑤𝑛𝑒𝑑 𝑏𝑦 𝑖𝑛𝑠𝑡.t

Σ 𝑆ℎ𝑎𝑟𝑒𝑠 𝑜𝑢𝑡𝑠𝑡𝑎𝑛𝑑𝑖𝑛𝑔 t
  ....................................................................................... (4) 

The data analysis technique employed is a moderation analysis test, 
utilizing structural equation modeling. 
Q= α + β1 ERM+ β2 PROF β3 INST + β4 ERM.INST + β5 PROF.INST + ℇ.............. (5) 
Where: 
Q  = firm value 
𝛼  = constant 
β1 - β5   = regression coefficient 
ERM  = ERM 
PROF  = profitability 
INST  = institutional ownership 
ERM.INST = interaksi ERM dan INST 
ROA.INST = interaksi PROF dan INST 
ℇ   = standard error 
 
RESULTS AND DISCUSSION 
Table 1. Descriptive statistics 

 Model N Min. Max. Mean Std. Dev. 

Firm Value 63 0.730 1.190 0.965 0.091 

ERM 63 0.800 0.950 0.890 0.042 

Profitability 63 0.000 0.020 0.007 0.007 

Institutional 
Ownership 

63 0.400 0.990 0.790 0.171 

Source: Research data, 2024 

Based on the results presented in Table 1, the average value of company 
value is 0.965, with a minimum value of 0.730 and a maximum value of 1.190. ERM 
disclosure shows an average value of 0.89, with the highest recorded value at 0.950 
and the lowest at 0.80. Profitability has an average value of 0.007, ranging from a 
maximum of 0.020 to a minimum of 0.00. Institutional ownership averages at 0.790, 
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with the highest value being 0.990 and the lowest being 0.400. Prior to hypothesis 
testing, a classical assumption test is conducted, and all data in this study have 
satisfied the classical assumption criteria. 
Table 2. Hypothesis Test Results with Moderated Regression Analysis (MRA) 

Variable 
Beta Coefficient 

Value 
Significance Information 

(Constant) -2.468 0.010  

ERM 2.507 0.007 H1: Accepted 

PROF 1.705 0.021 H2: Accepted 

INST -0.893 0.017  

Interaction ERM_INST 1.180 0.014 H3: Accepted 

Interaction PROF_INST 12.965 0.036 H4: Accepted 

Source: Research data, 2024 

Based on Table 2 MRA test results. Expressed in the regression equation as follows. 
Q= -2.468 + 2.507ERM + 1.705PROF – 0.893INST + 1.180ERM.INST + 
12.965PROF.INST + ℇ…………………………………………………………………(6) 

The coefficient of determination in this study is 0.151, or 15.1 percent, 
indicating that the independent and moderating variables explain 15.1 percent of 
the variation in the dependent variable, while the remaining 84.9 percent is 
attributed to factors outside the variables studied. The significance value obtained 
from the F-test or model feasibility test was 0.027, which is less than the threshold 
of 0.05, demonstrating that the independent and moderating variables 
simultaneously influence the dependent variable. This confirms that the model is 
appropriate for the capital used. 

Based on the results in Table 2, hypothesis testing with Multiple Regression 
Analysis (MRA) reveals that the ERM variable has a significance value of 0.007, 
which is less than 0.05, and a positive beta coefficient. These results indicate that 
ERM positively impacts company value. The comprehensive ERM information 
included in the company's annual report is positively received in the capital 
market, ultimately enhancing the company's value. This finding aligns with 
Stakeholder Theory, which posits that stakeholders, particularly capital owners, 
are entitled to information about company activities that impact them. Investors 
may utilize ERM data to forecast the company’s future prospects. These results 
corroborate previous empirical studies by Horvey & Odei-Mensah (2023), 
Haghparast et al. (2022), Alawattegama (2018), Devi et al. (2017), and Florio & 
Leoni (2017), all of which suggest that ERM positively affects firm value. 

Based on the results presented in Table 2, hypothesis testing using Multiple 
Regression Analysis (MRA) indicates that the profitability variable has a 
significance value of 0.021, which is less than 0.05, and a positive beta coefficient. 
These findings confirm that profitability positively influences company value. 
Higher profits generated by a company serve as a positive market signal, attracting 
potential investors to invest. An increase in profitability correlates directly with 
heightened demand for shares on the stock exchange, influencing share supply 
and impacting the company's share price. According to signaling theory, the 
prospect of a company being profitable in the future sends a positive signal to 
potential investors, promising high returns through dividend distributions. These 
results align with empirical research by Jihadi et al. (2021), Nurhayati & Titik 
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Kristanti (2023), Dewi et al. (2021), and Tui et al. (2017), all of whom found that 
profitability has a positive effect on company value. 

Further results from Table 2 demonstrate that the interaction between 
institutional ownership and ERM has a significance value of 0.014, less than 0.05, 
with a positive beta coefficient. This suggests that institutional ownership 
strengthens the impact of ERM on firm value. High-level disclosure of a company's 
risk profile indicates effective corporate governance and risk management. 
Institutional shareholders can significantly influence management through 
efficient monitoring and assessment, impacting company value. This research 
supports Stakeholder Theory, which posits that stakeholders, particularly when 
they are institutional shareholders, have a right to access information about 
business actions that may impact them. With substantial institutional share 
ownership, there is more effective supervision of management activities and 
enhanced monitoring of company management. These findings are consistent with 
studies by Cristofel & Kurniawati (2021), Pijoh et al. (2022), Thanatawee (2014), 
and Buchanan et al. (2018), which indicate that institutional ownership positively 
affects ERM disclosure and firm value. 

Based on the results presented in Table 2, hypothesis testing using Multiple 
Regression Analysis (MRA) indicates that the interaction between institutional 
ownership and profitability has a significance value of 0.036, which is less than 
0.05, with a positive beta coefficient. These findings suggest that institutional 
ownership amplifies the impact of profitability on company value. Profitability 
information, as reported in financial statements, reflects the income generated by 
a company’s operations. High profitability is indicative of an effective financial 
management system and can signal to investors that the company is a viable 
option for investment. Institutional involvement can further reduce the likelihood 
of managerial fraud. This research aligns with Signaling Theory and is supported 
by empirical studies, such as those by Hutabarat & Rina Octaria (2016), Pohan & 
Siregar (2022), and Hidayat (2020), which indicate that institutional ownership 
enhances the influence of profitability on company value. 

The theoretical implications of this research support both Stakeholder 
Theory and Signaling Theory. According to Stakeholder Theory, stakeholders are 
entitled to information about company activities, particularly concerning the 
company's risk profile and risk management strategies. The findings also resonate 
with Signaling Theory, which posits that the party with information, in this case, 
the company, will emit a signal—here, information that reflects the company’s 
condition, which is advantageous for the receiver. 

Practically, this research underscores the importance of ERM disclosure 
and profitability in corporate communication. The information made public in 
annual and financial reports serves as a basis for market players to interpret these 
signals positively. If the information is deemed 'good news,' it can increase 
investor interest in the company's shares, thereby boosting demand and share 
prices, which in turn enhances company value. 
 
CONCLUSION 
This research demonstrates that broad and specific ERM disclosures by companies 
can foster positive perceptions among investors, subsequently enhancing 
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company value. Additionally, a company's success in generating profits also 
positively impacts its value. High institutional share ownership contributes to 
more comprehensive risk disclosure, which in turn, increases company value. 
Moreover, the monitoring and evaluation processes conducted by institutions can 
enhance company performance, further increasing its value. 

However, this study has limitations, particularly concerning the 
measurement of ERM disclosure. The use of binary scoring (0 and 1) does not 
adequately assess the quality of ERM disclosures made by companies. Future 
research could implement a scoring scale that more accurately reflects the quality 
of these disclosures. Another limitation is the absence of control variables in this 
study, which future researchers should consider including to ensure that the 
results are not influenced by external factors or variables outside the study. The 
suggestion is to incorporate a company size variable. Additionally, this research 
focuses solely on one sector. Future studies could explore other sectors, such as the 
insurance industry, which involves higher levels of risk, necessitating careful 
evaluation by potential investors before investment decisions are made. 
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