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ABSTRACT

The objective of this research is to investigate the Relationship between
Corporation Governance Mechanism and Index of Profitability of Listed Companies in
Market for Alternative Investment. The population was 60 listed companies in Market for
Alternative Investment. The dependent variable was the companies’ Corporation
Governance Mechanism (number of board meetings, number of independent Directors,
proportion of managers’ shared ownership, duality board of director and CEO positions,
and managerial remuneration). The independent variable was index profitability (return
of assets and price — earning ratio). The control variable were the size of the company,
the company’s age and the leverage.

The result showed that the corporation governance mechanism was significantly
associated with the return assets. Pearson Correlation Coefficient test was used in the
research. In 2009, three variables affected the relationship: number of board meetings,
the company’s age and the leverage. Number of board meetings and the leverage was
associated with return on assets in the different direction. In 2010, the corporation
governance mechanism: the number of board meetings and the leverage, was
dissociated negatively with the companies’ return on assets. In 2011, the corporation
governance mechanism: proportion of managers’ shared ownership, the companies
age ,was positively associated with the return on assets, but the size of the companies
and the leverage were negatively associated with the return on assets. By using Multiple

Regression Analysis in 2009 and 2010, the number of board meetings and the leverage



affected to the return on assets. In 2011, the leverage significant affected at 0.05 to the
return on assets.

By Pearson Correlation Coefficient test, in 2009 the result showed that the
company’s was positively associated to the price - earning ratio. By Multiple Regression
Analysis, in 2009 and 2010 , there were no variables affected to the price — earning ratio.
In 2011 , the managerial remuneration and the size of the company affected the price-
earning ratio.

The result of the research can be concluded that corporation governance
mechanism: the number of board meetings, the proportion of managers’ shared
ownership and the managerial remuneration, was associated with the company’s Index
of Profitability. Therefore, the authorized sectors who supervise Market for Alternative
Investment, investors, and the listed companies in Market for Alternative Investment
should focus more on corporation governance Mechanism to increate the good

relationship among companies and interested people profitable.

Key words : Corporation Governance Mechanism and Index of Profitability
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