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ABSTRACT

The purpose of the study was to determine the condition of Free Cash Flow, Audit Committee,
Managerial Ownership, and Institutional Ownership simultaneously on Company Value in food
and beverage sub-sector companies listed on the Indonesia Stock Exchange in 2022. The research
method uses qualitative research. Collection techniques with documentation methods obtained
from internet information. Data analysis using multicollinearity, Multiple Linear Regression,
Heteroscedasticity, Autocorrelation Test. Based on the vesults of data analysis, it can be concluded
that the highest Free Cash Flow value is owned by MLBI, and the lowest is owned by CLEQ. The
highest Audit Committee value is owned by BUDI, CAMP, CEKA, CLEO, DLTA, ICBP, INDF,
MLBI, MYOR, ROTI, and STTP, and the lowest is owned by ULTJ. The value of Managerial
Ownership is owned by CEKA, and the lowest is owned by TBLA. The highest Institutional
Ownership value is owned by BUDI, CAMP, CEKA, CLEO, DLTA, ICBP, INDF, MLBI,
MYOR, ROTI, and STTP, and the lowest is owned by ULTJ. The highest PBV value is owned
by GOOD, and the lowest is owned by PT SKBM. Free Cash Flow, Audit Committee, Managerial
Ownership, and Institutional Ownership simultaneously affect Firm Value.

Keywords: Free Cash Flow, Good Corporate Governance, Audit Committee, Managerial
Ownership, Institutional Ownership, firm value.

INTRODUCTION

The development of the business world is currently progressing very rapidly so that
company competition is also getting tougher. A company is an entity established by an
institution or individual with the main objective of making a profit which is used to
improve the welfare of shareholders (Ramadhan et al., 2023). One way that can be used
to measure the level of welfare of shareholders is through company value. Firm value is
the company's performance which is reflected in the stock price formed by the demand
and supply of the capital market as an illustration of the public's assessment of the
company's performance according to Putra & Muliartha (2019).

Indonesia's unstable economic conditions can affect the financial condition of various
companies. This can be proven in 2019, Indonesia officially experienced a recession due to
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the Covid-19 pandemic (Utami, 2020). Then in 2022, Indonesia experienced a high rate of
inflation followed by an increase in world oil prices and an increase in fuel prices which caused
losses to various companies (Kusnandar, 2023). The existence of these conditions caused a
contraction on the stock exchange so that it affects the decline in stock prices and has an
impact on company value.

Food and beverage companies are one of the largest manufacturing companies in
Indonesia. This company is one of the government's priority industries as a driver of the
national economy. According to Diyani & Rahman (2022), this condition is due to the
company's performance which shows an increase in productivity, increased investment,
the number of exports, and increased employment. In addition, research conducted by
Afifah & Fauziyyah (2023) showed that the recession in Indonesia caused companies to
experience losses due to fluctuations in stock prices.

Another GCG factor that can increase firm value is institutional ownership. This
is because institutional ownership has an important role in terms of management
oversight. In addition, institutional ownership can increase supervision of management,
the greater the portion of institutional ownership, the tighter the supervision, so that it can
prevent opportunistic attitudes by management (Sari & Wulandari, 2021). The Audit
Committee is a committee that works professionally and independently formed by the
board of commissioners and, as such, its job is to assist and strengthen the function of the
board of commissioners (or supervisory board) in carrying out its oversight function over
the financial reporting process, risk management, audit implementation, and
implementation of corporate governance in a company (Pratama, 2021). governance in a
company (Pratama, 2020).

Research on the effect of Free Cash Flow and good corporate governance on firm
value has been conducted by several previous researchers. Based on research conducted
by Septanta et al., (2022), and Rengganis et al., (2023) shows that Free Cash Flow affects
firm value. This is not in line with research conducted by Oktavia (2021) which shows
that Free Cash Flow has no effect on firm value. This research conducted by Amaliyah &
Herwiyanti (2019) and Sondokan et al., (2019), shows that the audit committee has an
effect on firm value. This is not in line with research conducted by Pratama (2020), which
shows that the audit committee has no effect on firm value. Research conducted by
Pratama (2020), and Widayanti & Yadnya (2020) shows that managerial ownership
affects firm value. This is not in line with research conducted by Royani et al., (2021),
which shows that managerial ownership has no effect on firm value. Research conducted
by Oktavia (2021) shows that institutional ownership affects firm value. This is not in line
with research conducted by Sari & Wulandari (2021), which shows that institutional
ownership has no effect on firm value.

Based on the results of previous studies, there are inconsistent results and researchers
use it as a research gap to retest the variables of Free Cash Flow, audit committee, managerial
ownership, institutional ownership, and firm value. Based on this background, the researcher
is encouraged to study and conduct further research with the title "The Effect of Free Cash
Flow and Good Corporate Governance on Company Value (Case Study on Food and
Beverage Sub-Sector Companies listed on the Indonesia Stock Exchange in 2019-2022)" with
the aim of knowing the conditions of Free Cash Flow, Audit Committee, Managerial
Ownership, and Institutional Ownership simultaneously on Company Value in food and
beverage sub-sector companies listed on the Indonesia Stock Exchange in 2022.

LITERATURE REVIEW

Brigham and Huston (2019), signaling theory is an action taken by the company in
providing instructions to investors regarding the company's future prospects. According to
Meryati & Aprilliani (2021), signal theory is a theory used by companies to provide signals
or relevant information to users of financial statements in the form of both positive signals
(good news) and negative signals (bad news). Information is an important component for
investors and



business people because information presents information, records or descriptions for both
past, current, and future circumstances for the survival of the company (Subramanyam,
2019).

Financial accounting is a series of processes that produce general financial statements
and are used by interested parties (Amin, 2018). According to Subramanyam (2019), financial
accounting is used to produce company financial information and is used as a consideration
for third party decision making. The report is also used as a form of management
accountability to investors (Munawar et al., 2022). Therefore, companies are expected to
present financial reports in accordance with applicable Financial Accounting Standards
(SAK) in order to provide reliable information.

Vidayanti & Effendi (2023), Company Value is a value that reflects the company's
selling price when the company is considered suitable for sale so that potential investors
are willing to pay for it. According to Rahma & Arifin (2022), Company Value is the
company's performance which is reflected in the stock price formed by the demand and
supply of the capital market as an illustration of the public's assessment of the company's
performance. Company value is one of the aspects used by potential investors as a source
of information and consideration in decision making. High Company Value is the desire
of company owners because the higher the Company Value, the higher the level of welfare
of shareholders (Khairani et al., 2019).

Oktavia (2021), Free Cash Flow is cash flow available for distribution to investors
who invest in the company and is used as a source of funding to maintain business
continuity. According to Zurriah (2021), Free Cash Flow is the difference in operating
cash flow used to pay dividends to stakeholders and used as debt payments to creditors.
This is in line with the opinion of Brigham and Huston (2019), which states that Free
Cash Flow is the remaining operational cash flow that can be used discretionarily. This is
because companies have a higher intention to distribute dividends with the aim of
minimizing ineffective equity spending (Rengganis et al., 2023).

Good Corporate Governance (GCQG) or corporate governance is used by companies
as controlling or directing companies to achieve the interests desired by shareholders or
stakeholders (Amaliyah & Herwiyanti, 2019). Corporate governance has principles in it
so that GCG can be used by companies as control or direct the company to achieve the
desired goals. These principles include Transparency, Responsibility, Accountability,
Independency and Fairness. In addition, other corporate governance mechanisms consist
of the Board of Commissioners, Managerial Ownership, and the Audit Committee.

The three proxies used in measuring GCG include: (1) Managerial Ownership,
Pratama (2020), managerial ownership is the proportion of shareholders from
management who actively participate in company decision making; (2) Institutional
Ownership, Oktavia (2021), institutional ownership is the ownership of company shares
owned by other institutions; and (3) Audit Committee, Amaliyah & Herwiyanti (2019),
the audit committee is a committee formed by the board of commissioners to assist the
work of the board of commissioners to check and supervise.

METHODS

This research is quantitative research. Sugiyono (2019), quantitative research is a
research method based on the philosophy of positivism, used to research on certain
populations or samples, data collection using research instruments, quantitative or
statistical data analysis. This study uses secondary data in the form of financial reports
published through the official website of food and beverage companies listed on the IDX
for the 2019-2022 period. 16 companies that were sampled included: Budi Strach &
Sswseetener; Campina; Wilmar Cahaya; Sariguna Primatirta; Delta Djakarta; Diamond
Food Indonesia; Garudafood CBP Sukses Makmur; Indofood Sukses Makmur; Multi
Bintang Indonesia; Mayora Indah; Nippon Indosari; Sekar Bumi; Siantar Top; Tunas
Baru Lampung; Ultra Jaya Milk. Hypothesis testing is done using multiple linear
regression analysis. The population in this study are food and beverage companies listed
on the Indonesia Stock Exchange. The data collection technique in this study used the
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documentation method. The documentation method is a technique that is done by
collecting data that is already available in existing sources in accordance with the object
of research (Sugiyono, 2019). Sugiyono (2019), data analysis is one of the research
activities in the form of a process of compiling and managing data which aims to examine
the data that has been obtained. In this study, data analysis was processed using tools in
the form of the IBM Statistical Product and Service Solution (SPSS) version 25 software
program.

RESULT AND DISCUSSION
Descriptive Analysis Results
Free Cash Flow

Free Cash Flow
0.400
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Source: Data processed, 2024
Figure 1. Free Cash Flow Value of Food and Beverage Companies in 2022
Figure 1 illustrates the condition of the Free Cash Flow value in Food and Beverage
companies in 2022, it can be seen that the Free Cash Flow value of Food and Beverage
companies has a fairly far comparison. The highest Free Cash Flow value with a value of

0.347 is owned by Multi Bintang Indonesia Tbk (MLBI), while the lowest Free Cash Flow
value with a value of - 0.142 is owned by Sariguna Primatirta Tbk (CLEQO).
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Figure 2. Audit Committee Value of Food and Beverage Companies in 2022
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Figure 2 is the condition of the Audit Committee value in Food and Beverage companies
in 2022, it can be seen that the value of the Audit Committee of Food and Beverage companies
has a fairly far comparison. The highest Audit Committee value with a value of 3 is owned by
15 companies sampled with the issuer code BUDI, CAMP, CEKA, CLEO, DLTA, ICBP,
INDF, MLBI, MYOR, ROTI, and STTP, while the lowest Audit Committee value with a
value of 2 is owned by PT Ultra Jaya Milk Industry Tbk (ULT]J).

Managerial Ownership
Managerial Ownership
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Figure 3. Value of Managerial Ownership of Food and Beverage Companies in 2022

Figure 3 is the condition of the value of Managerial Ownership in Food and Beverage
companies in 2022, it can be seen that the value of Managerial Ownership of Food and
Beverage companies has a fairly far comparison. The highest Managerial Ownership value
with a value of 0.870 is owned by Wilmar Cahaya Indonesia Tbk (CEKA), while the lowest
Managerial Ownership value with a value of 0.249 is owned by PT Tunas Baru Lampung
(TBLA).
Institutional Ownership
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Figure 4. Institutional Ownership Value of Food and Beverage Companies in 2022

Figure 4 is the condition of the value of Institutional Ownership in Food and Beverage
companies in 2022, it can be seen that the value of Institutional Ownership of Food and
Beverage companies has a fairly far comparison. The highest Managerial Ownership value
with a value of 1 is owned by 15 companies sampled with the issuer code BUDI, CAMP,
CEKA, CLEO, DLTA, ICBP, INDF, MLBI, MYOR, ROTI, and STTP, while the lowest
Managerial Ownership value with a value of 0.887 is owned by PT Tunas Baru Lampung
(TBLA).
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Source: Data processed, 2024
Figure 5. PBV Value of Food and Beverage Companies in 2022

Figure 5 is the condition of the PBV value of Food and Beverage companies in 2022, it
can be seen that the PBV value of Food and Beverage companies has a fairly far comparison.
The highest PBV value with a value of 5.780 is owned by Garudafood Putra Putri Jaya Tbk
(GOOQOD), while the lowest PBV value with a value of 0.609 is owned by PT Sekar Bumi Tbk
(SKBM).
Classical Assumption Test
Normality Test

Table 6. Normality Test Results One-Sample Kolmogorov-Smirnov Test
_One-Sample Kolmogorov-Smirnov Test

Unstandardized Residual

N 16
Normal Parameters®® Mean .0000000
Std. Deviation 1.65604000
Most Extreme Differences Absolute .144
Positive .144
Negative -112
Test Statistic 144
Asymp. Sig. (2-tailed) .2004

Source: Data processed, 2024
Based on the results of the normality test with One-Sample Kolmogorov Smirnov,
the Asymp. Sig. (2-tailed) 0.054. Data is said to be normally distributed if the
significance value is> 0.05. The significance value obtained is 0.200> 0.05 so that if it is
concluded that the data above is normally distributed data.

Multicollinearity Test
Table 7. Multicollinearity Test Results
Unstandardized Coefficients Collinearity Statistics
Model B Std. Error t Sig. Tolerance VIF
1 (Constant) 1.394 .170 8.195 .000
x1 527 126 4.186 .002 939 1.065
x2 .663 294 2.258 .045 871 1.148
x3 .819 213 3.852 .003 .898 1.113
x4 .039 .043  .909 .383 913 1.096

Source: Data processed, 2024
Based on Table 7 above, it can be seen that the VIF value of Free Cash Flow is 1.065,
the audit committee is 1.148, managerial ownership is 1.113, and institutional ownership is
1.096. And the tolerance value of Free Cash Flow is 0.939, the audit committee is 0.871,
managerial ownership is 0.898, and institutional ownership is 0.913. Because the VIF value
< 10 and tolerance > 0.10, it can be said that in this study there is no correlation between the
independent variables or there is no multicollinearity violation



Autocorrelation Test
Table 8. Autocorrelation Test Results

Durbin-Watson
Model
1 9122

R R Square Adjusted R Square Std. Error of the Estimate
.831 .769 21272
Source: Data processed, 2024

Based on the results above, the Durbin-Watson value obtained is 1.605. To detect
the absence of negative or positive autocorrelation, a good model should have a DW value
between -2 to +2. From the above values, it is known that the Durbin Watson value is
1.605, so it can be concluded that there is no autocorrelation, either negative or positive.
Heteroscedasticity Test

1.605

Scatterplot
Dependent Variable: Y1
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Source: Data processed, 2024
Figure 6 Heteroscedasticity Test Results
From Figure 6 above, it can be seen that the points spread randomly both below

and above the number 0 on the Y axis. So it can be concluded that there is no
heteroscedasticity in the regression model and the model is suitable for use in this study.
Analisis Regresi Linier Berganda

Table 9 Multiple Linear Regression Analysis Results

Unstandardized Coefficients Standardized Coefficients

Model B Std. Error Beta t Sig.
1 (Constant) 1.394 170 8.195 .000
x1 527 126 536 4.186 .002
x2 .663 294 300 2.258 .045
x3 .819 213 .504 3.852 .003
x4 .039 .043 118 .909 .383

Source: Data processed, 2024

Y =1.394+0.527 X1 + 0.663 X2 + 0.819 X3 + 0.039 X4 + e

From the results of the regression model in table 9 above, it can be concluded that
the constant in this study is 1.394, which means, if Free Cash Flow, Audit Committee,
Managerial Ownership, and Institutional Ownership are considered constant or fixed,
then the average Company Value is 1.394. The Free Cash Flow value has a positive
regression value of 0.527, which means that by keeping other variables constant or fixed,
if Free Cash Flow increases by 1 unit, the Company Value will increase by 0.527 units.
The relationship between Free Cash Flow and Firm Value is positive, so if Free Cash
Flow increases, Firm Value will increase, and vice versa.

The value of the Audit Committee in this study is 0.663. The regression coefficient
on the Audit Committee is positive, so if the Audit Committee increases, the Company
Value will increase, and vice versa if the Audit Committee decreases, the Company Value
will decrease. With a value of 0.663, the conclusion is that by keeping other variables
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constant or fixed, if the Audit Committee increases by 1 unit, the Company Value will
increase by 0.663.

The value of Managerial Ownership in this study has a positive regression value of
0.819, which means that by keeping other variables constant or fixed, if Managerial
Ownership increases by 1 unit, the Company Value will increase by 0.819 units. The
relationship between Managerial Ownership and Company Value is positive, so if
Managerial Ownership increases, the Company Value will increase, and vice versa.

The value of Institutional Ownership in this study has a positive regression value of
0.039, which means that by keeping other variables constant or fixed, if Institutional
Ownership increases by 1 unit, the Company Value will increase by 0.039 units. The
relationship between Institutional Ownership and Firm Value is positive, so if Institutional
Ownership increases, Firm Value will increase, and vice versa.

Coefficient of Determination (R2)
Table 10. Results of the Coefficient of Determination (R2)

Model R RSquare Adjusted R Square Std. Error of the Estimate
1 9122 .831 .769 21272
Source: Data processed, 2024

In testing the coefficient of determination, the value seen is the value in Adjusted
R Square, which is 0.769 or 76.9%. This means that 76.9% of the Company Value
variable is explained by the Free Cash Flow variable, Audit Committee, Managerial
Ownership, and Institutional Ownership, and the remaining 23.1% is explained by other
variables that influence outside the study.
t Test (Partial Test)

Table 11. t-test results
Unstandardized Coefficients Standardized Coefficients

Model B Std. Error Beta t  Sig.
1 (Constant) 1.394 170 8.195 .000
x1 527 126 .536 4.186 .002
x2 .663 294 .300 2.258 .045
x3 .819 213 .504 3.852 .003
x4 .039 .043 118 909 .383

Source: Data processed, 2024

The effect of Free Cash Flow on Firm Value: From table 11, the significance value
for the Free Cash Flow variable is 0.002 <0.050, the a (alpha) value used is 5%, it can be
concluded that Free Cash Flow has an effect on Firm Value. The results of the t test of the
effect of the Audit Committee on Firm Value: From table 11, the significance value for the
Audit Committee variable is 0.045 <0.050, the a (alpha) value used is 5%, it can be
concluded that the Audit Committee has an effect on Firm Value. The results of the t test
of'the effect of Managerial Ownership on Firm Value: From table 11, the significance value
for the Managerial Ownership variable is 0.003 <0.050, the a (alpha) value used is 5%, it
can be concluded that Managerial Ownership affects Firm Value. The results of the t test
of the effect of Institutional Ownership on Firm Value: From table 11, the significance
value for the Institutional Ownership variable is 0.383 > 0.050, the a (alpha) value used is
5%, it can be concluded that Institutional Ownership has no effect on Firm Value.
F Test (Simultaneous Test)

Table 12. F Test Results

Model Sum of Squares df Mean Square F Sig.

1 Regression 2446 4 .612 13.514 .000°
Residual 498 11 .045
Total 2.944 15

Source: Data processed, 2024



Based on table 12 shows that the significance level is 0.000 <0.05, then the variables of
Free Cash Flow, Audit Committee, Managerial Ownership, and Institutional Ownership
simultaneously affect Firm Value.
Effect of Free Cash Flow on Company Value

Free Cash Flow has a significant effect as evidenced by the partial test results with
a significance value of 0.002 <0.050. This shows that if the value of Free Cash Flow
increases, the Company Value will increase (Directional). This means that the higher
the Free Cash Flow value, the higher the Company Value. The results of this study support
signal theory which states that the presence of free cash flow in the company is a positive signal
that can be conveyed to investors about the company's future prospects which illustrates the
ability to create cash in the future Companies with high levels of free cash flow will have
greater returns than companies with low free cash flow. The performance of a high company
will increase the value of the company which is realized in the form of high returns through
dividends, stock prices, or retained earnings to be invested in the future. In addition, the
surplus of internal funds will increase the company's ability to pay or pay off its short-term and
long-term obligations. (lidya 2019)
The Effect of Audit Committee on Firm Value

The Audit Committee has a significant influence as evidenced by the partial test results
with a significance value of 0.045 < 0.050. This shows that if the value of the Audit Committee
increases, the Company Value will increase (Directional). This means that the higher the value
of the Audit Committee, the higher the Company Value. The Audit Committee has an
important role for the company's position to increase company value. Because the audit
committee has a controller and supervisory function within the company to ensure the
direction of the company's business, so that it will be able to increase trust and company value.
(laksana et al., 2022)
The Effect of Managerial Ownership on Firm Value

Managerial Ownership has a significant effect as evidenced by the partial test results
with a significance value of 0.003 <0.050. This shows that if the value of Managerial
Ownership increases, the Company Value will increase (Directional). This means that the
higher the value of Managerial Ownership, the higher the Company Value. Managerial
Ownership is the amount of ownership of the company's shares owned by the management
who participates in managing the company's operations (Pujiati and Widanar, 2009). By
providing opportunities for managers, directors, employees, and other internal company
devices to hold share ownership in the company, it can minimize the motivation of
management to act in their personal interests (personal benefit), increase managerial
productivity and encourage management to work harder to increase company value
(Lilienfield-Toal and Ruenzi, 2014: 1021). In candra and astuti (2022)
The Effect of Free Cash Flow, Audit Committee, Managerial Ownership, and
Institutional Ownership together on Firm Value

Based on the results of the F test, it shows that the significance level is 0.000 < 0.05,
then the variables of Free Cash Flow, Audit Committee, Managerial Ownership, and
Institutional Ownership simultaneously affect Firm Value. This strengthens the Signal theory
put forward by brigham and huston (2019) which states that companies that have better
information about their companies will be encouraged to convey this information to potential
investors with the aim of increasing stock prices. It also motivates managers to disclose actual
information in order to reduce information asymmetry in the hope of sending good news
about the company's performance to the market (Holly, Jao, and Mardiana 2022).

CONCLUSION

Based on the results of the analysis and discussion, it can be concluded that: (1) The
highest Free Cash Flow value is owned by MLBI, and the lowest is owned by CLEO. The
highest Audit Committee value is owned by BUDI, CAMP, CEKA, CLEO, DLTA, ICBP,
INDF, MLBI, MYOR, ROTI, and STTP, and the lowest is owned by ULTJ. The value of
Managerial Ownership is owned by CEKA, and the lowest is owned by TBLA. The highest
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Institutional Ownership value is owned by BUDI, CAMP, CEKA, CLEO, DLTA, ICBP,
INDF, MLBI, MYOR, ROTI, and STTP, and the lowest is owned by ULTJ. The highest
PBYV value is owned by GOOD, and the lowest is owned by PT SKBM,; (2) Free Cash Flow
partially affects Company Value; (3) Audit Committee partially affects Company Value; (4)
Managerial Ownership partially affects Company Value; (5) Institutional Ownership partially
has no effect on Company Value; and (5) Free Cash Flow, Audit Committee, Managerial
Ownership, and Institutional Ownership simultaneously affect Company Value.
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