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1. Introduction

In the era of free trade and technological advancement, every company is required to improve the performance of all sectors.
During the past decade, there has been an increase in the company's merger activity to enhance the company's performance.
Therefore, a measuring instrument is needed that can be used to assess the company's performance with a focus on financial
performance after mergers and acquisitions. In this study, one of the measuring instruments of economic performance is to
measure the role of board characteristics in determining the company's policies and objectives. The same research was
conducted by Datta et al. (2020) on how board characteristic roles can affect the company's performance, which shows that
governance structures related to board characteristics impact the creation of higher value shareholders. The board of
directors is significant in the company's management and has the power to control the company's resources. In the same
context, the board of directors acts as an effective surveillance system to protect stakeholders' interests (Pucheta-Martinez
&Gallego-Alvarez, 2019). The board of directors is the highest form of internal corporate governance with their
responsibilities as a supervisory body and can provide the company's long-term strategy (Al-Mamun & Seamer, 2021). In
the literature, it is known that the focus of the board of directors is for the development of organizational strategies governing
the allocation of resources of companies by bringing knowledge, expertise, and access to resources to the board (Mishra &
Kapil, 2018). The board of commissioners, board of directors, and shareholders are included in the committee that creates
good corporate governance if it can make the right decisions for its development in the future. Every company wants to
improve its financial performance so that the value of the company will also increase. To measure the value of the company
required standard measurement of the factor firm size of all aspects. Smaller company sizes are considered to lack adequate
resources in influencing financial performance (Lin et al., 2019), so a decision is needed for the merger to get a complete
improvement in the company's performance. Dimensions used to assess the company's focus on small and medium-sized
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companies (Teirlinck, 2017). In theory, mergers are a step to increase the company's equity and assets, and this research is
done to prove whether a merger will constantly improve financial performance. However, Brown et al. (2018) explain that
mergers can simultaneously reduce board connections and busyness to have the opposite effect on the company's
performance. The lack of study focuses on financial performance for an extended period after the merger. With the merger,
it is expected that there will be an increase in productivity that can also ultimately improve the company's financial
performance.

2. Problem Formulation

With the results of the background description supported by some of the above theories, can be formulated several problem
formulations:

1. Does the influence of board characteristics affect firm value on companies listed on the Indonesia Stock Exchange?
Does there be a substantial effect on the firm value on companies listed on the Indonesia Stock Exchange?

3. Does there be an indirect influence of board characteristics on financial performance on companies listed on the
Indonesia Stock Exchange?

4. Does there be an indirect influence of firm size on financial performance on companies listed on the Indonesia
Stock Exchange?

5. Does the firm value affect the financial performance of companies listed on the Indonesia Stock Exchange?

3. Literature Review

As stated in the previous theory, board size is a crucial board characteristic to obtain optimal corporate governance (Garcia-
Ramos & Diaz, 2020). With optimal control, it is expected that the company's value will also increase and encourage the
company's financial performance to be better (Huang et al., 2020). Financial performance is a reality in an economy with
complexity and cannot be explained by one factor but by connecting it to several variables (Cuadrado-Ballesteros et al.,
2017). Another case from (Fan etal., 2019) suggests that board characteristics with social ties between CEOs and Directors
can negatively influence the market, as it can reduce monitoring and incur agency costs resulting in a decrease in the
company's value.

Hu: There is an influence between board characteristics to firm value.

Eisenberg et al. (1998) suggested that there is no consistent relationship between firm size and firm value. There is a small
board size of less than six in the company, but this can be reflected through the company's profitability. From this research,
it is explained that a large firm size can improve the company's performance in general and may also improve its financial
performance. Algahtani et al. (2020) also confirm that large, medium, and small companies do not affect aggregate stock
indices. This means that it has not guaranteed that firm size can be used as a reference that the company has a good firm
value or not. Research (Jietal., 2020) also suggests that deviant acts of power measured using stochastic models can lower
the value of companies and even bankruptcies.

Haz: There is an influence between firm size and firm value.

According to Bond (2009), the giant board does not prove that its financial performance is getting better, although it is
affected by its liquidity and inventory. This study is supported by Ghosh and Ansari (2018) which found that the size of
boards needs to be re-examined since it does not match the improvement in their company's performance and tends to be
negative. Some theories show that not all companies with larger boards show positive performance. Still, this study focuses
on how board characteristics can have a better financial performance impact after the company merges with other
companies.

Has: There is an influence between board characteristics on financial performance.

The study of firm size using green innovation yang was conducted by Tomomi (2010) by applying environmental strategies
can provide increased business activity opportunities and can provide a competitive advantage. The study explained that
firm size is represented by ecological processes that contextually impact the company's financial performance. Some of this
literature shows that most of the company's size has a significant impact on the company's financial performance, with the
addition of several factors, of course, that support. However, many problems occur, so it needs to be reviewed by choosing
characteristics to measure the influence of firm size on its financial performance.

Ha: There is an influence between firm size on financial performance.

Financial performance is assumed to reduce noise and provide managers with information asymmetrically, leading to a
long-term positive impact (Gan et al., 2020). This indicates that firm value positively impacts when managers are
structurally able to take policy appropriately. Previous research conducted showed that companies in the U.S. influence
international diversification positively impact firm value. While in another study, international diversification is closely
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related to the company's performance. This interconnectedness illustrates a clear flow that substantial value can also affect
the company's financial performance.

Hs: There is an influence between the firm value on financial performance.

The literature above can be described as a conceptual framework that shows this research process in the future.

Board
Characteristic

Financial
Performance

H>

Firm Size
Hs

Fig. 1. Concept Framework

4. Method

This study uses companies' data listed on the Indonesia stock exchange in 2001-2013 (merger and acquisition activities).
With merger data until 2013 is expected to get data on the company's financial statements up to 2014-2020. Sampling
techniques are performed using “Purposive Sampling”. Research utilizing this technique tends to look for theoretically
important cases (Van Ryzin, 1995). Merger activities up to 2013 based on data capital market library Indonesia as many as
32 exercises and 30 of them conducted companies registered in IDX. An analysis data technique uses the PLS Analysis tool
by predicting the influence of variable X on variable Y and explaining the relationship theoretically. A partial least square
can create limitations on the ability to predict relationships between variables of interest and distinguish domain data
variants from sources and targets when building latent variants (G. Huang et al., 2020).

5. Result

Description variable board characteristic, this variable generates the following table serving:

Table 1
Variable Board Characteristic
Indicator n Minimum Maximum Mean Std Deviation
Board of Commissioners 210 3 12 5.53 1.65
Board Independence 210 1 5 2.81 1.25
Board of Directors 210 4 11 5.62 1.72
Audit Committee 210 1 4 2.92 0.89

Table 1 shows that the average Board of Commissioners is six people, Board Independence is three people, Board of
Directors is six people, and Audit Committee is three people.

Firm size in this study is measured by the total amount of assets owned by the company. The measurement of total assets is
calculated using a rotation ratio to see the impact on the company's financial performance (Patin et al., 2020)

Table 2

Variable Firm Size
Indicator n Minimum Maximum Mean Std Deviation
Total Assets 210 182.876 326.521.200 38.203.886 62.426.750

Table firm size shows that IDX companies conduct merger and acquisition activities, with an average total asset of Rp
38.204 trillion with the lowest total assets of Rp 182.86 billion. The most significant investments are Rp 326.521 Trillion.
The standard deviation value shows a prominent figure of Rp 62.43trillion.
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Table 3

Variable Firm Value
Indicator n Minimum Maximum Mean Std Deviation
Closing Price (Rp) 210 60 18.230 2.426 4.122
PBV 210 0.0032 30.256 1.2565 4233
Tobin’s Q 210 0.1725 11.1023 1.0032 1.562

Table 3 of statistic results from variable firm value shows that the average shares produced from companies with mergers
and acquisitions amounted to Rp 2,426, PBV ratio 1.2565, and Tobin's Q ratio was 1.0032.

Table 4

Variable Financial Performance
Indicator n Minimum Maximum Mean Std Deviation
Liquidity Ratio (CR) 210 0.0089 12.0902 2.9952 3.2542
Assets Management Ratio (TATO) 210 0.0008 2.5868 0.5336 0.7256
Dept Management Ratio (DMR) 210 -5.4266 11.2256 3.0024 3.1233
ROA 210 -0.2231 0.5521 0.0663 0.1225
ROE 210 -1.2355 1.8865 0.3552 0.3556

Table 4 statistics from the variable financial performance show the average output value of C.R., TATO, DMR, ROA, and
ROE during the seven years after the company conducted mergers and acquisitions.

Convergent Validity Phase 1 Testing
The calculation PLS algorithm shows outer loading value with convergent validity test on reflective indicator, and it is

known that four hands have external loading value below 0.7. The results of calculating the PLS algorithm are seen in Table
5 below:

Table 5
Outer Loading Phase 1
Variable Indicator QOuter Loading Information
Board Characteristic Board of Commissioners (X1.1) 0.617 Not Valid
Board Independence (X1.2) 0.630 Not Valid
Board of Directors (X1.3) 0.764 Valid
Audit Committee (X1.4) 0.752 Valid
Firm Size Total Asset (Ln) (X2.1) 1.000 Valid
Firm Value Closing Price (Rp) (X3.1) 0.709 Valid
PBV (X3.2) 0.814 Valid
Tobin’s O (X3.3) 0.783 Valid
Financial Performance Liquidity Ratio (CR) (X4.1) 0.730 Valid
Assets Management Ratio (TATO) (X4.2) 0.738 Valid
Dept Management Ratio (DMR) (X4.3) 0.641 Not Valid
ROA (X4.4) 0.709 Valid
ROE (X4.5) 0.655 Not Valid

Four indicators declared invalid will then be dropped for and then we reperformed the calculate PLS algorithm back at stage
two. Outer loading test results can also be presented in the form of Fig. 2.
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PLS model estimation results show that the Board of Commissioners, Board Independence, Dept Management Ratio, and
ROEF have outer loading values below 0.7, i.e., sequentially, the values are 0.617, 0.630, 0.641, and 0.655 the summed up
is invalid. Furthermore, retesting will be conducted in stage 2.

Convergent Validity Phase 2 Testing

From test phase 1, it is known that four indicators are invalid, so no longer get a chance in this test.

X1.3
142
]
x4 % \
=l D.465
BOARD Y11 A Y21
CHARACTERISTIC ‘La?e.g:i B
Y12 425244 12,558 ¥2.2
14.352 N
& 12337
iz S
3.969 PR vaLUE FINANCIAL
/ PERFORMANCE
¥21  -0.000-
FIRM SIZE

Fig. 3. PIs Model Estimation Results (Phase 2)

Fig. 3. Pls Model Estimation Results (Phase 2) show all construct indicators have friendly outer loading above 0.7 so that
the promotion of stage 2 is declared to meet the validity of convergence.

Coefficient of Variable Influence Path (Path Coefficients)

Table 6

Pls Coefficient Value Of Influence Between Variables
Influence Between Variables Path Coefficients T- Stat P-value
Board Characteristic> Firm Value 0.433 4.692 0.000
Firm Size = Firm Value 0.352 3.969 0.000
Board Characteristic > Financial Performance 0.053 0.465 0.642
Firm Size =2 Financial Performance 0.171 1.697 0.040
Firm Value 2 Financial Performance 0.603 6.650 0.000

1. Table 6 explained that the variable that significantly affects financial performance is firm value, which is
indicated by the largest coefficient value of 0.603, consecutive firm size with coefficient values of 0.171, and
board characteristic is 0.053.

2. From table 6 also explains that variable board characteristic has the most influence on firm value with coefficient
value 0,433 and then varying firm size with a value of 0.352

Direct Effect Testing

This research's direct effect analysis can be seen in table 6. If the 2-tailed test finds the hypothesis acceptable if the T-
Statistic value > 1.6521 or P-Value is lower than the value (o) 5%, the coefficient path above finds the hypothesis
acceptable.

1. The statistic test resulted in a coefficient value of variable board characteristic against firm value is positive and
significant with a value of 0.433 supported by p-value 0.000 (less than the value of a = 0.05) and T-statistic 4.692
(Greater than 1.6521). This value indicates that the board characteristic positively affects the firm value, which
means that the greater the attributes of the company's board will have a tangible impact on the solid matter. Based
on the results of this test stated H; was received.

2. Statistic test results resulted in a coefficient value of variable firm size against firm value is positive and significant
with a value of 0.352 supported by p-value 0.000 (less than the value of o = 0.05) and T-statistic 3.969 (Greater
than 1.6521). This value indicates that firm size has a positive effect on firm value, which means that the larger
the fit size will have a tangible impact on firm value. Based on the results of this test stated H» was received.

3. Statistic test results resulted in a coefficient value of variable board characteristic to financial performance is
positive and insignificant with a value of 0.053 supported by p-value 0.642 (more significant than the value of a
=0.05) and T-statistic 0.465 (Less than 1.6521). This value indicates that board characteristics have a positive
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effect on firm value, which means that the greater the attributes of the company's board do not have a tangible
impact on financial performance. Based on the results of this test, it is stated H3 was received.

4. Statistic test results in a coefficient value of variable firm size to financial performance is positive and significant
with a value of 0.171 supported by p-value 0.040 (less than the value of a = 0.05) and T-statistic 1.697 (Greater
than 1.6521). This value indicates that firm size has a positive effect on financial performance, which means that
the larger the fit size will have a tangible impact on financial performance. Based on the results of this test stated
H4 was received.

5. Statistic test results resulted in a coefficient value of variable firm value against financial performance is positive
and significant with a value of 0.603 supported by p-value 0.000 (smaller than the value of a = 0.05) and T-statistic
6.650 (Greater than 1.6521). This value indicates that firm value has a positive effect on financial performance,
which means that the greater the substantial value will have a tangible impact on financial performance. Based on
the results of this test stated Hs was received.

6. Conclusion

The statistics variable board characteristic test results showed a positive influence on firm value; this is supported by
research conducted by (Datta et al., 2020) that provides the same value to the board characteristic that affects the company's
performance significantly. However, what is different in this study is the more extended period (7 years after mergers and
acquisitions) in determining the board's success on the performance of companies that focus on assessing financial
performance. The significant influence of variable board characteristics are board commissioners, board independence,
board of directors, and audit committee can encourage firm value to increase along with the more significant assets owned
and the right decision making. But the opposite is true in this study, that the larger the board will interfere with the company's
financial performance after mergers and acquisitions. This is by research (Nugroho et al., 2021a) which shows that the
company's financial performance is not influenced by the performance of the board or the existing board structure in a
company. The positive value is also indicated by the firm size significantly affecting the substantial weight; this can be seen
from the increase in the percentage value of the coefficient path to 35% during the period after the merger. Firm size also
significantly affects financial performance, with a percentage of 17.1%. Thus it can be concluded that firm size affects
indirect financial performance through firm value as variable moderator (Nugroho et al., 2021b). The support of variable
moderators with a positive and significant deal with an immense weight of 60.3% variable firm value affects financial
performance.
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