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Abstract:

This study aims to examine risk analysis of the company through good corporate as intervening business on sustainable
company (case Study on BEI Company Period 2011-2016. The sampling method used was purposive sampling. Population of
43 banking industry and there are 22 meet the criteria as a sample. The analytical method used structure equation models
with warp PLS software. The result of study show liquidty coverage ratio, capital adequasi ratio and non performing loan
have significant positive effect on good corporate governance. Capital adequasi ratio and good corporate governance have

significant positive effect on sustainable company, but liquidty coverage ratio and non performing loan have no significant
positive effect on sustainable company.
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1.Introduction

A company in the conduct of business activities often set the target strategy for the short and long term. Enterprises to
achieve these goals the company must take risks, there is often a trade off between profit potential and risk. The higher the
expected profit potential will be offset by a large potential risk as well. So in the risk assessment needs to be done carefully and
measurable (can be quantified), not subjectively (based on perception), Hery (2015: 6).

The implementation of continuous activities in each Bank in each period tends to increase and also decrease significantly. The

highest achievement of sustainable activity was 91.2% in 2011 and the lowest continuous activity of 35.16 in 2016 as shown
in Figure 1.
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Figure 1 : Sustainable Development on Indonesian Banking 2011-2016
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Application of GCG especially in the management of the company as one of the most important efforts to produce a
trusted company and able to make the company a sustainable company. GCG issues are becoming increasingly important
because with the consistent application of GCG, countries and devices can create legislation that supports a healthy, efficient
and transparent business climate, in addition to implementing these laws and consistently enforcing the law. Based on Graph 2
it can be seen how the progress of GCG activities report in each Bank in each period. The highest GCG reached 109.86% by
2015, while the lowest GCG was 50.54% in 2011.

Figure 2 : Growth of Good Corporate Governance in
Indonesian Banking 2011-2016

Capital Adequacy Ratio (CAR), which is a ratio to measure the capital adequacy of a bank to support assets that
contain or generate risks, such as loans provided (Faisol, 2007). Capital is not only an important source to meet the bank's
funding needs, but also the position of capital will affect the management decision-making and possible risks. Bank Indonesia
Regulation No.15 /7 12 / PBI / 2013 dated December 12, 2013 concerning the Minimum Capital Requirement for Commercial
Banks, in order to create a sound and well-developed banking system and compete nationally and internationally, Banks need
to improve their ability to absorb risk due to the excessive crisis and / or credit growth of banks through enhancing the quality
and quantity of Bank capital in accordance with prevailing international standards Basel I1l. Based on Bank Indonesia Circular
Letter No.13 /7 24 / DPNP dated October 25, 2011, the capital adequacy assessment includes an assessment of the adequacy of
capital and an assessment of the capital adequacy of the bank. Capital factor can be measured by using Capital Adequacy Ratio
(CAR).
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Figure 3 : The Development of Capital Adequacy Ratio in
Indonesian Banking 2011-2016
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Based on Graph 3 it can be seen how the development of CAR ratio at Bank in each period. The Bank's capital
adequacy ratio is still quite good, with CAR still above 8% as determined by Bank Indonesia (BI). The highest CAR reaches
34.50% in 2016, while the lowest CAR of 8.02% in 2015. According to Dendawijaya (2009: 121) Capital Adequacy Ratio (CAR)
is a ratio showing how far all bank assets that contain risks (credit inclusion, bill to other banks) to be financed from the
bank's own capital fund

PERCENT
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Figure 4 : The Development of Liquidity Coverage Ratio In
Indonesian Banking 2011-2016

Specifically, LCR will issue as checked on January 1, 2015, but Minimum requirements will be set at 60% and in the
same step reach 100% 1 January 2019. this behavior, coupled with revisions made to 2010 Standard of liquidity publication, 3
is intended to ensure that LCRs can be published. Seeing the development of LCR ratio in graph 3 shows that the ratio of LCR
also decreased and increased significantly. By 2015 the highest LCR ratio is achieved at the lowest 456% by 73.70% in 2015.
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Figure 5 : Non-Performing Loan Development in
Indonesian Banking 2011-2016

Based on Graph 5 it can be seen how the development of NPL ratio at Bank in each period. The highest NPLs reached
6.25% in 2011, while the lowest NPL was 0.00% in 2011. The sluggish economy followed by the decline in public purchasing
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power made business actors having difficulties in repaying loans and bank interest in making Non Performing Loan banking
tends to increase.

2 Literature Review

Wibisono (2007), said that the business world is increasingly realizing that the company is no longer faced with the
responsibility on the single bottom line, which is the corporate value reflected in the financial condition, but must pay
attention to social and environmental aspects. In achieving success in an uncertain business environment companies must
formulate a consistent strategy. Organizational environment is a very important variable in determining the business strategy
of a company. From here comes the concept of a strategy that is a plan, action that will develop a company's competitive
advantage (Ellitan, 2008). According to Craig (1996), a strategy identifies the approach used to accomplish goals. In addition,
strategies can be explicitly defined and reflected in decisions made and actions taken. The formal definition of the strategy
itself is the art of designing a plan that holds the capabilities and competencies of an organization focused on the environment
of Theory, Stakeholder Theory and Legitimacy Theory, and theory of the triple bottom line.

The complete Sustainability Report can be defined on the Reports issued by the company to disclose the company's
performance on the economic, environmental and social aspects, as well as the company's efforts to become an accountable
company for all stakeholders for the performance of the company towards sustainable development . The purpose of making
this Sustainability report is to communicate the company's economic, environmental, and social commitments and economic
performance to stakeholders and the broader community in a transparent manner. Through this report the stakeholders can
get a clearer and more open picture of all the sustainable development activities that the Company has undertaken.Various
thoughts on corporate governance are developed based on agency theory where management is carried out in full compliance
with various rules and regulations (Kaihatu, 2006). These efforts create what are called agency costs. In agency theory,
corporate governance is needed because of the relationship between the principal (owner of capital / shareholders) and the
agent (management) and conflict arising from the relationship of both parties.

In agency theory, corporate governance arises from the company's interest to ensure to the principal / investors that
the funds invested are used appropriately and efficiently. In addition, with corporate governance, the company gives
assurance that the management acts best for the company's interests. The implementation of the concept of corporate
governance is expected to give trust to the agent (management) in managing the wealth of the owner (investor), and the
owner becomes more confident that the agent will not commit a fraud for the welfare of an agent. The emerging agency
problem between principal and agent encourages the implementation of good corporate governance which is expected to
minimize the potential of fraud (Kamyarta, 2007). Based on the General Guidelines of Good Corporate Governance of
Indonesia, issued by the National Committee on Governance Policy (KNKG, 2006), there are 5 principles of good corporate
governance. The five principles are transparency, accountability, responsibility, independence and fairness and equality.
Principles of good corporate governance according to Bank Indonesia Regulation no. 8/4 / PBI / 2006 on the Implementation
of Good Corporate Governance for Commercial Banks, including: Transparency, Accountability, Responsibility, Independency
and Fairness (TARIF).

According to Kasmir (2013: 128) liquidity ratio is the inability of the company to pay its obligations, especially short-
term (which is due) caused by various factors, namely: Could be because the company is not having funds at all, or Could
maybe the company has funds , but at maturity the company does not have the funds (not enough funds in cash so it has to
wait in a certain time, to disburse other assets such as collect receivables, sell securities, or sell other supplies or assets). The
LCR framework is applied to all conventional commercial banks including Branch Offices of Foreign Banks, with gradual
implementation time. Banks may use their shares of High Quality Liquid Assets (HQLA) either exclusively or systemic stress
events, although supervisory responses may vary between the minimums, the bank must provide an assessment of its liquidity
position.

According to Dendawijaya (2009: 121) Capital Adequacy Ratio (CAR) is a ratio that shows how far all bank assets that
contain risks (credit inclusion, securities, bills with other banks) to be financed from the bank's own capital funds. Capital
Adequacy Ratio (CAR), which is a ratio to measure the capital adequacy of a bank to support assets that contain or generate
risks, such as loans provided (Faisol, 2007). Capital is not only an important source to meet the bank’s funding needs, but also
the position of capital will affect the management decision-making and possible risks. Kasmir (2010: 232) The definition of the
capital adequacy ratio can be defined as the ratio used to measure capital and reserve delays in loan obligations, especially
those that occur because interest fails to be collected. Capital is a major factor for banks to grow their business. Capital is used
to assess how much the bank's ability to bear the risk that may occur. Banks that have high risk levels will be more resolvable.
Conversely, banks that have little risk to identify banks are less solvable. High capital levels will increase the cash reserves that
can be used to expand credit, so a high level of solvency will open up bigger opportunities for banks to increase profitability.
Conversely, banks with low solvency levels will reduce the ability of banks to increase profitability, even reduce public
confidence, so that will affect the continuity of their business. Changes in Bank Indonesia regulation on the implementation of
Risk Management for Basel Il Commercial Banks to Basel 11, minimum capital (KPMM) from 8% increase + 2.5% to 10.5%.
According Riyadi (2006) NPL ratio is the ratio between the amount of loans granted to the level of collectibility which is a
problem loans compared with the total loans provided by the bank. The same is stated by Shingjergii and Hyseni (2015) that
"NPL ratio is part of bank credit management, because the credit problem itself is a risk faced by all banking services
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companies. Credit risk is a risk faced by banks in relation to the amount of credit disbursed to customers where the greater the
amount of credit disbursed the greater the credit risk.

Prior research by Ratnovski (2013) suggests that LCR has a significant positive effect on GCG. Ihsan (2016) the result
of his research is a significant positive relationship between CAR and GCG. The results of research conducted by Ratih (2013)
showed that NPL has a significant positive effect on GCG.

The results of research conducted by Shah (2013) showed a significant positive relationship LCR to sustainability. Pan
and Gu (2013) in its research CAR has a significant positive relationship with banking sustainability. Results of research
conducted by Kurniawansyah and Mutmainah (2013) showed significant significant NPL to Sustainability. The results by Roziq
and Danurwenda (2015) discussed a significant positive GCG relationship to sustainability.

Based on previous research, then the framework of thought research was described as follows:

Capital Adequasi ‘
Ratio (CAR) \H
H""'\-\.
. g o —— H-
Liguidity Coverage —_—
Ratio (LCR) J———
Good Corporate H_ Sustainable
Governanee (GCG) Company
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Figure 6: The Framework of Thought

There is a significant positive relationship between CAR and GCG Ihsan (2016). According to Dendawijaya (2009: 121)
Capital adequacy ratio (CAR) is a ratio that shows how far all bank assets that contain risks (credit inclusion, securities, bills
with other banks) to be financed from the bank's own capital funds. Hypothesis H2 taken in this study, namely:

e Hj: Capital adequacy ratio (CAR) has a significant positive effect on good corporate governance (GCG).

LCR has a significant positive effect on GCG Ratnovski (2013) To manage this risk, banks can accumulate a liquid asset
buffer, or strengthen the liquidity requirements transparency can compromise bank transparency options, and increase
refinancing risk. Hypothesis H1 taken in this study, namely:

e Hy: Liquidity coverage ratio (LCR) has a significant positive effect on good corporate governance (GCG).

The results of the NPL have a significant positive effect on GCG Ratih (2013). The results of the research on the
hypothesis show that the positive value generated from the implementation of good corporate governance is maximized by
the perpetrators of banking companies means that the emergence of credit risk as the biggest risk in the world of banking in
well managed, so the company's goal in achieving the performance expected by the stakeholders and shareholders can be
achieved. Hypothesis H4 taken in this study, namely:

e Has: Non Performing Loan (NPL) has a significant positive effect on good corporate governance (GCG).

Shah (2013) resulted in a significant positive LCR relationship to sustainability. cost savings can reduce bank liquidity
risk in the long term. Therefore, bank cost efficiency must be taken into account by policy makers in formulating liquidity risk
management to ensure the sustainability of the banking system. Shah (2013) research results show a significant positive
relationship LCR to sustainability. Banking is considered a sustainable sector in the global financial system. Hypothesis H5
taken in this study, namely:

e Ha: Liquidity coverage ratio (LCR) has a significant positive effect on sustainable company

Pan and Gu (2013) research results show a significant positive relationship CAR to sustainability. In line with this,
Sarwono and Sunarko (2015) test results also show that CAR has a significant positive effect on sustainibilty. The influence of
CAR's variance on Sustaibility Financial signifies that the bigger banking companies in the banking industry can improve the
sustainability of the bank. Hypothesis H6 taken in this study, namely:

e Hs: Capital adequacy ratio (CAR) has a significant positive effect on sustainable company
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Kurniawansyah and Mutmainah (2013) The results showed that NPL has a significant positive effect on Sustainability.

Yam (2016) This study explores the impact of macroeconomic and bank specific factors on the performance of non performing
loans (NPLs) and banking sustainability performance (BPRS) results showed NPL has a significant positive effect on
Sustainability. Kurniawansyah and Mutmainah (2013) NPL have a significant positive effect on Corporate Social Responsibility
activities. Hypothesis H8 taken in this study, namely:

e He: Non Performing Loan (NPL) has a significant positive effect on sustainable company

Rozig and Danurwenda (2015) GCG significant positive relationship to sustainability. Hypothesis H9 taken in this study,
namely:

e Hy: Good corporate governance (GCG) has a significant positive effect on sustainable companies

3. Research Methods

In accordance with the purpose of research is to test the hypothesis, the research design used in this study is to use
explanative method of explaining causal relationships. The type of research is causal, referring to Sugiyono (2013: 56) causal
relationships are causal relationships, so there are independent variables (variables that affect) and dependent (variables that
are affected).

The population in this study is a banking company listed on the Indonesia Stock Exchange (IDX) successively during
the year 2011-2016. Samples in this study is selected banking sector companies using purposive sampling method with a total
sample of 132 data.

Variables Indicator Measurement Scale
Liquidity Risk Liquidty Coverage Ratio
: Stok HQLA
Ratio (LCR) , > 100%
Total Net Cash OutFlows dalam 30 hari ke depan
Financial Risk Capital Adequasi Modal Ratio
- CAR = o X 100%
Ratio (CAR) Aktiva Tertimbang
Menurut Risiko (ATMR)
Crgdit Non Performing Total Kredit Bermasalah Ratio
Risk Loan (NPL) NPL= Total Kredit X 100%
Good Corporate Good Corporate Index

Governance (GCG) Governance (GCG) Total score = Level 1 score + Level 2 score

Sustanability Sustanability GRI-G4 Index
Company

Table 1: Research Variables

Technique of data analysis in this study using partial at least square. Modeling of Partial Least Square Structural
Eqution (PLS-SEM) often called PLS is a method to test the relationship between latent construct with linear or non linear
relationship with many good indicators Reflective or formative.

Exogenous variables are Capital Adequacy Ratio (CAR), Liquidty Coverage Ratio (LCR), and Non Performing Loan
(NPL), endogenous variable of Good Corporate Governance (GCG) as well as variable intervening and endogenous two
Sustanability Companies. The intervening variable is a variable based on its relation with the endogenous variable, whether
the variable is related or not to the endogenous variable, Ghozali (2013: 224). Furthermore can be formed equation or
structural equation as follows:

Equation:
Nl =Pp1E1+P281 +B38E1 +B4E1+(
N2 = B581+p6E1 +f781 +B8E1+P1n1+(2

Explanation:

&1 : Variabel eksogen Capital Adequasi Ratio (CAR)

&2 : Variabel eksogen Liquidty Coverage Ratio (LCR)

&3 : Variabel eksogen Non Performing Loan (NPL)

n1 : Variable endogen one (intervening), Corporate Governance (GCG)
n2 : Variabel Sustanability Company

B1&1-BsEa, Bim1: koefisien path
(1,02: measurement error for latent variables in each endogenous variable

Assessment in PLS for the secondary data used is structural model. Structural model (inner model) to predict the
relationship between latent variables by looking at how much the variant can be explained and to know the significance of p
value. In the structural model with PLS, the assessment can be by looking at the large percentage variance described, R-
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squares for each endogenous latent variable as the predictor strength of the structural model, to test predictive relevance, and
the overall model.

4 Results and Discussion

4.1 Results
Data processing in this study was conducted using the help of software WarpPLS 5.0, the results of model analysis is
often referred to as a structural model or inner model.
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Figure 7: Model Estimation Results
Source: Processed Data (2018)
No. Hipotesis *Pvalue Koefisien Keterangan
Hi CAR has an effect on GCG 0.01 0.20 Significant, H, Accepted
H, LCR has an effect on GCG 0.01 0.31 Significant, H; Accepted
Hs NPL has an effect on GCG 0.01 0.23 Significant,H4 Accepted
Ha LCR has an effect on Sustainable 0.47 0.01 Not significant,
Hs Rejected
Hs CAR has an effect on Sustainable 0.04 0.14 Significant, Hs Accepted
Hs NPL has an effect on Sustainable 0.01 -0.24 Not significant,
Hg Rejected
H7 GCG has an effect on Sustainable 0.01 0.21 Significant,Hy Accepted
Table 2: Hypothesis Testing Results
*P Value Standar <0.05

The result of structural model evaluation refers Ghozali (2014: 106), can be interpreted as follows:

No Indeks Penilaian LCR CAR NPL GCG Sustainability

1 R-squared 0.188 0.150
Adjusted R-squared 0.169 0.123

2 Full collinearity VIF 1.052 1.113 1.062 1117 1.052

3 Q-squared 0.206 0.163

4 Goodness of Fit Tenenhaus =0.411

Table 3: Results of Structural Model Evaluation

The result of evaluation of structural model in Table 3 can be seen R-squared value for endogenous variable of GCG of
0.188 and endogenous variable of Sustainbility is 0.150. For the estimation used can be R-squared or adjusted R-squared. The

INTERNATIONAL JOURNAL OF INNOVATIVE RESEARCH & DEVELOPMENT DOI No. : 10.24940/ijird/2018/v7/i7/JUL18005 Page 7



www.ijird.com July, 2018 Vol 7 Issue 7

result of R-squared adjusted value analysis for endogenous variable GCG 0.169 and adjusted R-squared is for endogenous
variable of Company Sustainability is 0.123, hereinafter can be explained as follows:

e The results of this study are estimates using R-squared values. R-squared GCG can be explained by exogenous variable
of Liquidty Coverage Ratio (LCR), Capital Adequacy Ratio (CAR) and Non Performing Loan (NPL) equal to 0.188
(19%), mean influence of <0.25, fall into the weak category. The remaining effect of 81% (100% - 19%) is the
influence of other factors not included in the study.

e R-squared endogen both can be concluded Sustanability Bank can be explained by exogenous variable Liquidty
Coverage Ratio (LCR), Capital Adequacy Ratio (CAR), Loan Loss Provisioning (LLP) and Non Performing Loan (NPL)
and variable endogen one variable Good Corporate Governance GCG) of 0.150 (15%), the effect indicates weak
category. The remaining influence of 85% (100% - 15%) is the value of full collinearity VIF for Liquidty Coverage Ratio
(LCR) 1.052, Capital Adequacy Ratio (CAR) 1,113 and Non Performing Loan (NPL) 1.062, endogenous variable one
variable Good Corporate Governance (GCG) of 1,117 and endogen two sustainability of the company amounted to
1,052. All latent variables show <3.3 which means that there is no multicollonearity problem between latent variables.

o The value of Q square result of analysis for Good Corporate Governance (GCG) variable is 0.230 and sustainability is
0.163. According to (Stone and Geisser 1974) in (Ghozali 2014: 356) if the value of Q square generated by any
endogenous variable> 0 then it can be interpreted that the model has predictive relevance.

e The goodness of fit (GoF) value of the WarpPLS model for secondary data does not take into account the overall
optimization, so in the study take one of the GoF sizes of Tenenhaus goodness of fit. Assessment of analysis for
goodness of fit used is when GoF is, small> 0.1, medium> 0.25, large> 0.36. The results of the research analysis of 0.411,
thus can be interpreted Tenenhaus goodness of fit results into a large category.

4.2. Discussion

4.2.1 Effect of Capital Adequasi Ratio to Good Corporate Governance

Based on the results of analysis using PLS approach, obtained the result that the coefficient of capital adequacy ratio
to good corporate governance has a coefficient value of 0.20, while the value of pvalue <0.01. The second hypothesis in this
research is CAR influence on good corporate governance, so H2 research accepted. This shows that CAR has significant
positive effect to good corporate governance, which means that if Capital Adequacy Ratio (CAR) increases then it can improve
good corporate governance. Capital adequacy ratio is a ratio to measure the capital adequacy of a bank to support assets that
contain or generate risks.

The research was supported by previous researcher Dendawijaya (2009: 121), with the findings of the research there
is a significant relationship between CAR and corporate governance.

The study is not in line with Sudrajat (2017), Capital Adequacy Ratio (CAR) has no significant effect on Corporate
Governance and disclosure of Islamic Social Reporting (ISR).

4.2.2. Effect of Liquidity Coverage Ratio to Good Corporate Governance

Based on the results of analysis using partial least square software tools, the results obtained that the coefficient of
liquidity coverage ratio to good corporate governance has a coefficient value of 0.31, while the value of p value <0.01. The first
hypothesis in research is liquidity coverage ratio to good corporate governance, so H1 research accepted. This shows that
liquidity coverage ratio (LCR) has a significant positive effect on good corporate governance, which means that if liquidity
coverage ratio increases then good corporate governance will be better.

The results of this study support previous research conducted by Ratnovski (2013), the results of liquidity research
affect the governance company. To manage this risk, banks can accumulate a liquid asset buffer, or strengthen the liquidity
requirements transparency can compromise bank transparency options, and increase the risk of refinancing.

4.2 .3.Effect of Non Performing Loan to Good Corporate Governance

Credit risk ratio is the ratio used to measure the risk to credit disbursed by comparing bad debts with the amount of
credit disbursed. Based on the results of analysis, obtained the coefficient of NPL to Good Corporate Governance (GCG) has a
parameter value of 0.23, pvalue value <0.01. Fourth hypothesis in this research is NPL influence to good corporate governance,
so H4 research accepted. This shows that non-performing loans have a significant positive effect on Good Corporate
Governance (GCG), thus it can be concluded that non performing loan is increasing, it can still support Good Corporate
Governance.

Implementation of good corporate governance which in this research give positive value for company to be able to
assist banking company to control the giving of credit to the debtor, it is seen from result of sample which used mostly have
value of NPL which is under limit of stipulation determined by BI, that is Gross NPL of 5%.

The results of this study support previous research conducted by Ratih (2013) non-performing loans have a significant
positive effect on Good Corporate Governance (GCG). Another researcher Lai (2014) findings is that non-performing loans
(NPLs) are not significantly related to corporate governance.
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4.2 4. Effect of Capital Adequasi Ratio Terhadap Sustainable Company

Based on the analysis, the capital adequacy ratio (CAR) coefficient on Sustainability has a parameter value of 0.14 with
pvalue value <0.04. The sixth hypothesis of the study is accepted so that it can be concluded that capital adequacy ratio (CAR)
has a significant positive effect on Sustainability Bank, which means that capital adequacy ratio will increase Sustainability
Bank. The higher the capital adequacy ratio (CAR), the better the sustainability of the Bank. capital adequacy ratio (CAR) by
Bank Indonesia is called the Bank's Minimum Capital Requirement (KPMM). It describes the CAR represents the amount of
capital ownership that should be included in the banking operations. The existence of CAR will be indispensable in banking
expansion activities.

The results of this study support previous research conducted by Yam (2016), with the findings of capital adequacy
ratio positively affecting Banking Sustainability Research also conducted by Pan and Gu (2013) Capital adequacy ratio (CAR)
has a positive relationship with banking sustainability. To strengthen risk management, CAR is a requirement of the stability of
sustainable development of commercial banks
The study is not in line with Sudrajat (2017), Capital Adequacy Ratio (CAR) has no significant effect on CSR.

4.2.5. Effect of Liquidity Coverage Ratio to Sustainable Company

Based on the results of analysis using PLS analysis, the results obtained that the coefficient of LCR to Sustainability has
a parameter value of -0.01, while the value pvalue test 0.47> 0.10. The fifth hypothesis in this study is that LCR has no effect on
Sustainability Bank, so it can be decided that H5 research is rejected. The result of the research shows that liquidity coverage
ratio (LCR) has no significant effect to the sustainability of the Company, thus it can be concluded that the asset has not been
utilized or still settles so that the company's role towards sustainability is not optimal and effective. The company has not fully
implemented sustainability program so that the ratio will disrupt the company performance.

The results of this study are not in line with previous research conducted by Khalib et.al (2016), with the results of
research liquidity coverage ratio has a significant positive impact on sustainability banking. The next researcher Shah (2013)
with the results of research liquidity coverage ratio has a significant positive effect with the sustainability of the banking
sector.

4.2.6. Effect of Non Performing Loan Terhadap Sustainable Company

Based on the analysis using the approach that has been done, the results obtained that the coefficient of Non
Performing Loan against Sustainability has a negative coefficient of -0.24 with pvalue <0.01. The eighth hypothesis in this
study is NPL is not significant to Sustainability Bank, so it can be taken decision that HO research accepted. This shows that
Non Performing Loan has no significant effect on Sustainability Bank. Thus, the NPL ratio indicates that the Bank's
management capability in managing non-performing loans provided by the Bank does not affect the Bank's ability to go
concern. The company can not fulfill its performance optimally, a lot of money is stuck outside and unproductive so the
company has a slow acceleration and sustainability impaired company.
Research supports previous research that is Miah and Alam (2017) and Idoliany and Wiryono (2014) Non Performing Loan no
negative effect on Sustainability.
The results of this study do not support previous research conducted by Hue (2015) Non Performing Loan positively affect
Sustainability Commercial Banks ..

4.2.7 Effect of Good Corporate Governance Terhadap Sustainable Company

Based on the results of analysis using PLS analyst, the results obtained that the coefficient of Good Corporate
Governance to Sustainability has a parameter value of 0.21, while the value pvalue <0.01. The ninth hypothesis in this study is
GCG influence on Sustainability Bank, showing that GCG has a significant positive effect to Sustainability Bank. Thus it can be
concluded, if Good Corporate Governance is better and improved it can improve Sustainability Bank. The results of this study
in accordance with the theory that explains that the implementation of Sustainability is not independent of the application of
the concept of Good Corporate Governance within the company itself.

The results of this study support previous research conducted by Roziq and Danurwenda (2015) Good Corporate
Governance have a significant positive effect on Corporate Social Responsibility Bank the better the corporate governance
done by the Bank, the higher the Sustainability of the bank. Other researchers who also showed the results of Good Corporate
Governance have a significant positive effect on Corporate Social Responsibility Bank is Golja at.al (2011) and Pitelis (2011).

5. Conclusion

Based on the results of data analysis and discussion that has been done, it can be concluded as follows:

Liquidity coverage ratio has a significant positive effect on good corporate governance, the higher the liquidity it can
improve good corporate governance the better. The influence of the strongest variable is shown by the influence of liquidity
coverage ratio to good corporate governance. Capital adequacy ratio has a significant positive effect on good corporate
governance, it can be concluded if the liquidity coverage ratio increases then it will be able to improve good corporate
governance. Non-performing loans have a significant positive effect on good corporate governance, if non-performing loan
increases, it will improve good corporate governance.

INTERNATIONAL JOURNAL OF INNOVATIVE RESEARCH & DEVELOPMENT DOI No. : 10.24940/ijird/2018/v7/i7/JUL18005 Page 9



www.ijird.com July, 2018 Vol 7 Issue 7

Liquidity coverage ratio has no significant effect to sustainable company, which means that if assets are not utilized
optimally and effectively, the company has not fully implemented sustainability program. but influential when through good
corporate governance is good. Capital adequacy ratio has a significant positive effect on sustainable company, the higher the
capital adequacy ratio the better the sustainability of the Bank concerned. The influence of the strongest variable on
Sustainable Bank is shown by the effect of impairment losses. Non-performing loans have no significant effect on sustainable
companies, non-performing loans that are not able to support sustainability, but influential when through good corporate
governance. Good corporate governance has a significant positive effect on sustainable companies, good corporate governance
is better and improved it can improve Sustainability Bank.

6. Expressed as Follows

Become information and inputs for issuers in improving the implementation of good corporate governance and Bank
Sustainability. Suspension may increase or alter with other variables that may affect good corporate governance and Bank
Sustainability.
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