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The aim of this research is to find out the effect of corporate social responsibility and corporate governance on
company's performance on BUMN (State Owned Enterprises) which is registered in Indonesia Stock Exchange in
2012 until 2017. The number of the sample were 14 companies. The phenomenon that occured the performance

of State Owned Enterprises with Return on Assets (ROA) indicator was more decreasing from 2012 until 2016.
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The company does not only pay attention to the business interests but the social responsibility needs to be paid
attention to create the added value. There are alot of things that must be solved in State Own Enterprise, especially
in corporate governance. The result of this study is the social responsibility with CSRDij indicator and corporate

governannwith indicators of Board of Directors, Board of Commissioners, and Audit Committee have significant
influence on company’'s performance with ROA indicator. But, partially, corporate governance does not affect the

company's performance.

INTRODUCTION

At present, the rapid development of the concept of Corpo-
rate Social Responsibility (CSR) is where companies partici-
pate in and empathy with various environmental and social
issues around the company. From the existence of compa-
nies whose activities in addition to providing many bene-
fits but also a lot of negative impacts from company activi-
tiesin the middle of the environment. Making companies no
longer only pay attention to company financial records (sin-
gle bottom line), but must pay attention to various aspects
including financial aspects (profit), social aspects (people),
and environmental aspects (planet), commonly called the
triple bottom line (Purnamasari & Fitdiarini, 2016; Sari,
2012).

The company manager will reveal social information in or-
der to enhance the positive image (brand) of stakeholders
that can be felt, and help in sustainable development even
though he must sacrifice resources for these activities (Gray,
Owen, & Maunders, 1988; Hang, 2015). CSR is increasingly
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becoming a vital component of modern corporate culture
due to rising expectations from stakeholders in light of a
growing global awareness of the need for strong corporate
governance, environmental protection and social care (Hou,
2019; Ketsiri & Pajongwong, 2016).

In addition, companies must also pay attention to corpo-
rate governance because it is something that is considered
important as happened in the government of the country.
The implementation of Good Corporate Governance (GCG)
at this time is no longer just an obligation, but has become a
necessity for every company and organization. When firms
had larger boards, they performed better. Larger boards
may allow more leeway for professional managers to exer-
cise their judgment, helping create more space for fresh in-
sights (Ciftci, Tatoglu, Wood, Demirbag, & Zaim, 2019).
The implementation of GCG is very necessary to build pub-
lic trust. Therefore it is necessary to understanmle prin-
ciples and practices of GCG in each company. CG is now
shifting from its conventional attention on agency issues
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by focusing more on matters related to social and business
ethics, accountability to shareholders, transparency of fi-
nancial statements, and disclosures. Board of Directors and
management of an organization obviously study numerous
elements when formulating policies to improve the commu-
nity welfare thatis constant with the directives of good gov-
ernance (Aslam, Ahmad, Amin, Usman, & Arif, 2018; Yoo,
Lee, & Lee, 2016).

The above will have an impact on financial performance,
which is closely related to the timeliness of financial state-
ment submission which is part of good corporate gover-
nance irmG. Effendi (2009) GCG isa system of internal con-
trol of a company that has the main goal of managing signif-
icant risks in order to fulfill its business objectives through
safeguarding company assets and increasing shareholder
investment value in the long run.

Assessment of the company's financial performance is an
activity that is very important because based on these as-
sessments can be used as a measure of the company's suc-
cess over a certain period of time. The better the company's
financial performance, the company can be said to be more
successful (Andriana & Panggabean, 2016; Wartika, Suren-
dro, Satramihardja, & Supriana, 2015).
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The role of State Owned Enterprises in the national econ-
omy ofthe Republic of Indonesia is urgently needed to keep
the country's economy stable. The State Owned Enterprises
also have strategic role as as a public service provider, bal-
ancing large private company, and contributing to the devel-
opment of small businesses/cooperatives. Now, Indonesia
State Owned Enterprises has 118 companies, which is di-
vided into 13 sectors, such as sectors of manufacturing, sup-
ply and beverage industry, information and telecommunica-
tion, financial services and insurance, construction, mining,
agriculture, etc. Those sectors are divided into two kinds of
State Owned Enterprises, there are Limited Liabilities Com-
pany and Public Company. Limited Liabilities Company is
the company that the capital is in the form of shares and
some of the capital is owned by the State to make profit as
the purpose. Public company is the State Company which
is established for the purpose of serving the interests of the
community.

Based on the fact that has been obatained, the number of
State Owned Enterprises that have been Go Public in In-
donesia Stock Exchange is 20 companies. From the 20 com-
panies, the company’s performance can be seen by ROA
which is displayed on this following chart.

9.00
800
7.00

=]

2012 2013

RETURN ON ASSETS

6.00
5.00
400
3.00 +
200
100 -
0.00 +

2014 2015 2016

aGURE 1. State Owned Enterprises (SOEs) with R(ﬁ indicator in 2012-2016 Source: (World Bank, 2017)

Based on the Figure 1 above, it can be seen that State Owned
Enterprises’ performance which is registered in Indone-
sia Stock Exchange with ROA indicator was more decreas-
ing from 2012 until 2016. In 2012 until 2013, each ROA
were 7.89% and 6.22%. While in 2014 the average of State
Owned Enterprises’ ROA reached 3.23%, in 2015, the num-
ber had decreased into 2.70% and had got decreasing again
into 2.62% in 2016.

The State Owned Enterprises have the ability to reach the
better performance and have the consistent growth rate. It
is based on the big assest that they have. The power of as-
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sets owned is the initial capital to be able in reaching opti-
mal performance if the assets owned are managed properly.
Accounting-based performance measurement which is
commonly used are ROA (Kotler & Lee, 2008), Return on
Equity (ROE) (Basyith, 2016) and earning per share Menaje
(Marfa, Niguidula, & Enriquez, 2017; Menaje Jr, 2012) test
the effect of financial variable, Earning Per Share (EPS) and
ROA on the price of the Philippine company's public shares.
The result of the research shows there is a strong positive
relation between EPS and share price, while there is a weak
negative relation between ROA and share price.
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The performance of State Owned Enterprises is not optimal
yet, it is assumed that it has not paid attention to CSR. The
stakeholders must get attention to social, economic, and
envirtnqental services. The company does not only care
about business interests but social responsibility must be
paid attention to create the added value.

It is better that company has public concern, it is because
there are many problems that have arisen such as pollu-
tion, waste disposal, depletion of resources, security and
product quality, as well as the rights and status of workers
which has begun to be criticized by several parties. Those
problems should have been company’s priority in develop-
ing CSR program (Reverte, 2009). The responsibility is in-
cluded the prevention of negative effect of the company to
other parties and environment also increasing the commu-
nity including the employees, suppliers, customers and the
environment around the company (Drucker, 1997).

Aside from CSR, the performance of State Owned Enter-
prises is not optimal yet, it is also assumed because of the
weakness and lack of implementation of the principles of
GCG in all State Owned Enterprises which affected on com-
pany’s performance (Clark & Sanders, 2011).

The purpose of good corporate governance is to reach the
organization plan by controlling the organization operation
system, managing relationships between the stakeholders,
determining direction, and work achievement (Ratih & Set-
yarini, 2014). The Government has role in implementing
good corporate governance. Generally, government is con-
sidered having good corporate governance, will gain the
trust from the stakeholders and will result in good business
and company's culture (Menaje Jr, 2012).

Every company has the same goal in general, it is to reach
the good performance, can grow and develop also last in
running business. The goal will be achieved if between the
owners of the company or the stakeholders and the man-
agement as the company’s manager have the same goal.
But, in fact the managers have their own private goals
which is competed with the goal to maximize the stake-
holders’ wealth. This problem creates the potential conflict
of interests which is called Agencynmory (Hema, 2012).
Research that takes the context of the effect of corporate
social responsibility on company’s performance has been
done previously by several previous studies. Research by
Ridho (2016); Sun (2012) states in his research that corpo-
rate social responsibility influences company performance.
Whereas previous research on the effect of corporate gov-
ernance on company performance has also been carried out
by previous researchers. There are differences in the fi-
nal results from several previous studies on the effect of
ISSN: 2414-309X
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corporate governance on company performance. Research
by Herdjiono and Sari (2017) states that the size of direc-
tors affects the performance of the company, while the size
of ait committees, institutional ownership, and manage-
rial ownership does not affect the company's performance.
While Basyith (2016) Makki and Lodhi (2014) gave results
that GCG does not affect the company's performance.

The difference in the final conclusions from previous stud-
ies is one of the things that are considered by researchers
to re-examine the effect of corporate social responsibility
and good corporate goggjnance on company performance
by using state-owned companies listed on the Indonesia
Stock Exchange. This topic is important to study because
in the current economic development, the development of
CSR and GCG in companies, state-owned companies mustal-
ways maintain their performance in line with the demands
of the government and society.

The phenomenon of company’s performance requires the
implementation of corporate social responsibility and good
corporate governance. The purpose of this study is to deter-
mine the effect of corporate social responsibility and corpo-
rate governance on company’s performance.

LITERATURE REVIEW

Grand Theory

The company's legitimacy in the eyes of stakeholders is a
significant factor to support the image and reputation ofthe
company in the eyes of stakeholders (Hadi, 2011). Thus,
the disclosure of CSR information isa long-term investment,
and has benefits in improving image and legitimacy, so that
it can be used as a basis for the construction of the com-
pany's strategy (Sari, 2012).

Apart from that, in agency theory, shareholders (principal)
are the owners of the company and have ownership rights
to profits generated by the company. Meanwhile, managers
are agents (agents) who act in the interests of company
owners (Sari, 2012). Thus, if management does not make
profit maximization, the market will make corrections to
company management, for example by changing managers
(Dewanta, 2011).

Corporate Social Responsibility

Social responsibility is stated in a report called Sustgaabil—
ity Reporting. Sustainability Reporting is a report on eco-
nomic, environmental and social policies, which is the in-
fluence and organizational performance and productsin the
context of sustainable development (Kotler & Lee, 2008).
Sustainability Reporting is a report that shows the social ac-
countability of the company. Priantana and Yustian (2011)
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Sustainability Reporting isan economic, environmental and
social policy, where the influence and performance of the
organization and its products are in accordance with the re-
lationship of sustainable development.

CSR measurement in this study involves the Global Report-
ing Initiative (GRI), which is an organization that has pio-
neered world development, using the most sustainable re-
ports and supported to make improvements and implemen-
tations.

Three main operating factors in relation to the environ-
ment and humans (People, Profit, and Planet), social re-
sponsibility programs are important to be implemented by
companies because company profits depend on society and
the environment. Companies cannot simply ignore the role
of stakeholders (consumers, workers, society, government,
and business partners) and shareholders by purely pursu-
ing profit (Elkington, 1998).

According to Menaje Jr (2012) The World Bank has pro-
vided a category of government roles in supporting CSR in
ne categories. Menaje Jr (2012) describe the role of the
public sector that can be adopted by the government on
CSR issues, umely mandatory (role of legislation), facil-
itating (e.g., guidance on CSR report content), partnering
(multi-stakeholder strengthening process), and endorsing
( Publication and awarding). O'Rouke (2004) provides a
more detailed explanation of the categories of government
roles above. First, the role of mandating is when the gov-
ernment legally gives a mandate through laws or govern-
Flent regulations. So that the government can carry out
supervision in terms of CSR reporting both evaluation of
reports and cross checking of the contents of the report.
The second is facilitating when the government provides a
reference or guidelines in implementing and reporting CSR
and disseminating CSR information. Third is partnering in
which the government is involved in the process of promot-
ing multi-stakeholder cooperation initiatives or coopera-
tion with each company. In other words the government can
be a facilitator of dialogue between stakeholders. Fourth
is the endorsing role in reporting CSR programs through a
positive effort in the transparency framework as an exam-
ple of CSR awards.

CSR relates to building strong relationships between com-
panies and stakeholders through transparency information
and contributions to society and the environment. Brickley
and Zimmerman (2010) Corporate social responsibility as a
commitment to improve community welfare through busi-
ness discretionary practices and contribution of company
CSR is a process operated by companies to
take action on social and environmental management in
ISSN: 2414-309X
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all products and services that involve all the stakeholders
(Herdjiono & Sari, 2017).

The CSR measurement instrument that will be used in this
study refers to (Global Reporting Initiative, 2013). GRI is
an organization-based network that has pioneered the de-
velopment of the world, using the most continuous reports
and is committed to continuous improvement and applica-
tion throughout the world. GRI consists of 3 focus of disclo-
sure, namely as follows:

1. Economy

2. Environment

3. Social

H1: Corporate Social Responsibility had a significant effect
on Company's Performance.

Corporate Governance

To safeguard the value of the life of the Company's organi-
zation in relation to various stakeholders, which includes
shareholders, management, employees, their government
and agencies, creditors, suppliers, consumers and the pub-
lic must pay attention to governance. Governance isa tool to
reduce agency costs that create conflict between managers
and shmmlders. According to Effendi (2009) GCG is a sys-
tem of internal control of a company that has the main goal
of managing significant risks in order to fulfill its business
objectives through securing company assets and increasing
shareholder investment value in the long run.

There are several key factors in implementing good corpo-
rate governance. These factors are classified into internal
and external factors. Examples of internal factors are com-
panies that have good risk control management. External
factors, namely the support of the public sector/govern-
ment institutions in the implementation of GCG.

According to the National Committee on Governance Policy
(Reverte, 2009), the success of implementingGCG in compa-
nies is determined by several factors, including:

1. Commitments from company organs based on good faith
to implement GCG systematically, consistently and continu-
ously.

2. Creation of a system of implementing GCG at all levels
and deseminating and disseminating systematically, consis-
tently and continuously by including all parties within the
company and other stakeholders.

3. Adjustment of company regulations and policies with a
system of implementing GCG.

4. Implementation of the duties and responsibilities of all
company lines that refer to the code of conduct.

5. Support from stakeholders.

6. Evaluation of the implementation of GCG which is con-
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ducted periodically by the company itself or by appointing
other competent and independent parties.

Indonesian companies must actually be responsible for im-
plementing the Corporate Governance standards that have
been implemented. However, in its implementation it is still
low, they still have not implemented the principles of gov-
ernance to the maximum due to several provisions that op-
pose and there are those who oppose those who consider
these principles as part of company requirements.

In principle, corporate governance is a system which the
company's business is directed and controlled. The govern-
ment determines the distribution of rights and responsibil-
ities among companies, such as boards, managers, and oth-
ers asaakeholders (Karwowski, 2014). Corporate gover-
nance broadly as a system of laws, regulations, institutions,
markets, contracts, and company policies and procedures
(such as internal control systems, policies, and budgets)
that direct and influence the actions of top-level decision
makers in company (shareholders, board of directors, and
executives). Baysinger and Butler (1985) furthermore, cor-
porate governance as a whole set oflegal, cultural and insti-
tutional arrangements that determine what can be done by
a public company, who controls the company, how the con-
trolis carried out, and how the risks and results of the activ-
ities carried out it is allocated. Chakravarthy (1986) GCG as
a collection of customary processes, policies, laws and insti-
tutions that influence the company by conducting direction,
administration, and control (Yusoff, Jamal, & Darus, 2016).
Corporate governance took 5 (five) dimensions, namely
(Andriana & Panggabean, 2016; Yusoff et al., 2016).

1. Board of Commissioners

The board of commissioners is the organ of the Company in
charge of carrying out supervision in general and/or specif-
ically in accordance with the articles of association and ad-
vising the directors.

2. Be'd of Directors

The board of directors is a control centre in the company
and this board has the responsibility for health and the com-
pany's long-term success.

3. Agit Committee

The audit committee is a group of people appointed by the
board of commissioners, responsible for maintaining the
auditor's independence from management.

Institutional Ownership

Institutional ownership is the total number of shares owned
by the institution. The existence of institutional owner-
ship can monitor their increase in investment profession-
ally so that the level of control over management is very
high, which in turn can reduce the potential for fraud.

ISSN: 2414-309X
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Managerial Ownership

Managerial ownership is a shareholder of the company
where shares are owned by the management of the com-
pany who actively participates in the decision making of the
company (Director and Commissioner). This is measured
by the percentage of shares owned by management.

H2: GCG had a significant effect on Company's Perfor-
mance.

Company's Performance

The meaning of the performance is the level of achieve-
ment or tangible results which is achieved sometimes used
to obtain a positive result (Cho & Pucik, 2005). Perfor-
mance is also defined as the success of personnel in realiz-
ing strategic goals in four perspectives: financial, customer,
process, and learning and growth. Jensen and Meckling
(1976) Superior financial performance is a way to satisfy
investors (Carroll, 1991) and can be represented by prof-
itability, growth and market value (Carroll, 1979; Priantana
& Yustian, 2011). The company performance is a term to
show the operational success of a company (Kiel & Nichol-
son, 2003).

The company's performance can be very beneficial for
stakeholders, such as investors, analysis, financial consul-
tants, government and management itself. They see compa-
nies as a basis for making their managerial decisions. One
measure that can be used to assess company performance
is financial statements. Company performance or company
quality can be calculated or analyzed from the components
in the company's financial statements. From the finan-
cial statements, you can find out the finances and results
that have been approved by the company for a certain pe-
riod. Measurable performance of program implementation
will encourage achievement. Continuous measurement of
achievements provides feedback for continuous improve-
ment efforts and achieving goals in the future. Performance
assessments are carried out to suppress undue behavior,
to stimulate and enforce desirable behavior through feed-
back on the performance results in time, and rewards. Or-
ganizational performance has many dimensions, such as
long-term performance, short-term performance, financial
performance, non-financial performance and relationship-
building performance (Borhan, Naina Mohamed, & Azmi,
2014).

Several financial ratios are often used to measure com-
pany’s performance (Borhan et al, 2014).

1. Liquidity Ratio

The liquidity ratio is a ratio that describes the company's

ability to solve its short-term liabilities.
TAF
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2. Turnover Ratio

Turnover ratio is a ratio that describes the activities car-
ried out by a company in carrying out its operations both
in sales, purchases or other activities.

3. meitabilm%atio

Profitability ratios are ratios that describe a company's abil-
ity to make a profit through all capabilities, and available
sources such as sales activities, cash, and capital of the num-
ber of employees and so on.

4. Leverage Ratio

Leverageratio is aratio that describes the company's ability
to pay its long-term liabilities or liabilities if the company is
liquidated.

To measure the company's operating performance, it is usu-
ally used a profitability ratio. Profitability ratio measures
the ability of a company to make finance at a certain level
of sales, assets, share capital. The ratio that is often used
is ROA. ROA can reflect business profits and company effi-
ciency in the utilization of total assets in the company. This
ratio represents the profitability ratio, which measures the
company's ability to make profits by using the total assets
of the company. The higher the ROA value, the more effi-
cient the company in using its assets, will make profits for
the company.

Return On Assets (ROA) is part of profitability ratio analy-
sis. ROA is a ratio between net income which is inversely
proportional to the overall assets to generate profits. This
ratio shows how much the net profit obtained by the com-
pany is measured by the value of its assets.

ROA is a ratio between net income which is inversely pro-
portional to the overall assets to generate profits. This ratio
shows how much the net profit obtained by the company is
measured by the value of its assets. Analysis of ROA or of-
ten translated in Indonesian as economic rentability mea-
sures the development of companies generating profits in
the past. This analysis is then projected into the future to
see the company's ability to generate profits in the future.
H3: Corpdifte Social Responsibility and GCG had a signifi-
cant effect on Company's Performance.

METHODOLOGY AND MODEL

The type of research used is verification research on the in-
fluence of CSR and GCG on company's performance. This re-
search is used as a research location, namely the Indonesia
Stock Exchange (IDX). The research technique used is quan-
titative analysis statistics. The research technique used in
the researcher to find out the relationship between the two
variables is statistical analysis, namely by looking at the de-
scriptive statistical table that shows the results of the mea-
ISSN: 2414-309X
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surement of the mean, standard deviation, minimum and
maximum values of all variables.

Variables

1. Independent variables are types of variables that explain
or influence other variables, this variable is also called the
presumed cause variable of the dependent variable. The in-
dependent variable used is corporate social responsibility
measured using indicators of Corporate Social Responsibil-
ity Discloser Index. CSDIj is a Corporate Social Responsibil-
ity Disclosre Index.

CSRDI;j = &
nj
Notes:
CSRDIj : Corporate Social Responsibility Disclosure Index
company j

Nj: Number of item for companyj
Xij : dummy variable: 1 = if item I disclosed; 0 = if item I is
not disclosed
Other independent variables are Corporate Governance as
measured by:
1) The size of the board of commissioners
2) The size of the board of directors
3) Size of the audit committee
2. Dependent variable is the type of variable that is ex-
plained or influenced by the independent variable, the de-
pendent variable is also suspected as a result of the ex-
istence of an independent variable (presumed effect vari-
able). The dependent variable used is the company perfor-
mance which is measured using ROA.

EAT

ROA= ————
Total Assets

Sample

This study uses quantity data samples obtained from the
IDX website www.idx.co.id and the company's website
where the data are examined using purposive sampling
method, in the form of sampling with criteria in accordance
with certain considerations. The selection of samples of an-
nual financial report data is only from State Owned Compa-
nies that are registered in the Indonesia Stock Exchange in
the 2012-2017 period. The number of samples in this study
was 14 companies.

Analysis Data Method

Determination of data model

Determination of the model aims to determine whether the
test is suitable with the existing data model. There are 3
panel datatest models conducted before performing regres-
sion analysis, namely chow test, langrange multiplier test
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and hausman test and the test results are then used to de-
termine the use of analytical methods, namely Random Ef-
fect, Common Effect or Fixed Effect. To determine the right
nmal, the following tests are carried out:

1.Chow Test

Chow Test is a test to determine whether fixed effect model
or PLS is more precise to use in statistic research model. The
hypothesis in the chow test is as follows:

H_0: Using Common Effect (CE) model

H_1: Using Fixed Effect (FE) model
The test is done by seeing the probability value F-stat, if the
value of F-stat prob is smaller than alpha so the the research
model is more precise using FE model.

2. Lagrange Multiplier Test

Lagrange Multiplier (LM) Test is a test which is done to de-
termine whether RE rmiel or PLS is more precise to use.
Hypothesis in LM test as follows:

H_0 : Using PLS model

H_1: Using Random Effect (RE) model

To determine which hypothesisthatis accepted, soitis seen
by probability value of chi-square. If chi-square prob value
is smaller than alpha so regression model is precise using
Rmadel.

3. Hausman Test

Hausman Test is a test which is done to determine whether
FE model or RE is more precise to use. Hypothesis in Haus-
man Test as follows:

H_0: Using RE model

H_1: Using FE model

To determine which hypothesis which is accepted, it can be
seen from F-stat probability value, if value of F-stat prob is
smaller than alpha so the regression model is more precise
to use FE model.

Analysis of Multiple Linear Regression

Multiple linear regression analysis is testing a linear ala—
tionship between two or more independent variables with
the dependent variable. This analysis is conducted to de-
termine the direction of the relationship between the inde-
pendent variable and the dependent variable, whether each
independent variable is positively or negatively related. the
data ar@sis method used to measure the influence of cor-
porate social responsibility and corporate governance on
company's performance is statistical analysis in the form
of testing hypothesis using statistical tests. The statistical
analysis used in this study is a multiple linear regression
equation which is formulated as follows.

ROA; = a+ 31CSR; + §2GCOGy + 244

Notes:
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i: Number of Company

t: Periode 0f 2012-2017

ROA: Return on Assets

CSR: Corporate Social Responsibility
GCG: Good Corporate Governance
zi: Error Term

Determination Coefficient (R? Test)
Thet of the coefficient of determination is a test to find
out how much the variation of the value of the dependent
variable can be explained by the variation of the values of
the independent variables. R? values will show how much
X will affect the movement of Y. The bigger of the R? results
is better because this shows that the better the independent
variable will explain the dependent variable.

14
Partial Regression Coefﬁcientgst (t test)
Statistical test t basically shows how far the influence of an
explanatory/independent variable individually in explain-
ing the variation of the de}:mient variable (Yusoff et al,
2016). Partial testing of the independent variables used in
this study are:
a. If the tcount obtained from the processing value is bigger
than t table, it can be concluded that there is a partial effect
between the independent variable and the dependent vari-
able.
b. If the tcount obtained from the processing value is
smaller than ttable, it can be concluded that there is no par-
tial effect between the independent variable and the depen-
dent variable.
Simultaneous Regression Coefficient Test (F Test)
F test is used to measure whetherall independent variables
together havea signift effect on the dependent variable.
Simultaneous testing is done by comparing the level of sig-
nificance of F from the test results with the significance
value used in this study. Simultaneous testing of the inde-
pendent variables used in this study are:
a. If the calculation obtained from the processing value is
bigger than Ftable, it can be concluded that there is a simul-
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taneous influence between all independent variables with

the dependent variable.
b. If the calculation obtained from the processing value is

CSR |

GCG [+

\
|y cp
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smaller than the F table value, it can be concluded that there
is no simultaneous effect between all independent variables
with the dependent variable.

FIGURE 2. The model of the effect of CSR, GCG, on company's performance

RESULTS

Data Analysis

Determination of Data Model

Determination of the model aims to determine whether the
test is suitable with the existing data model. There are 3
paneldatatest modelsm‘nducted before performing regres-
sion analysis, namely chow test and hausman test and the
test results are then used to determine the use of analytical
methods, namely Random Effect, Common Effect or Fixed

TABLE 1. The result of chow tests

Effect.

Chow test

Chow Test is used to dmine whether the research model
is more suitable to use Common Effect (CE) method or Fixed
Effect (FE) method. The following below presents a table of
m results of the chow tests that have been carried out.
Based on the results of the Chow test, shows the value ofthe
Chi-square Cross-section pmbabi of 0.0000 is smaller
than 0.05, then a better model is a Fixed Effect.

Effects Test Statistic d.f. Prob.
Redundant Fixed Effects Tests

Equation: Untitled Test cross-section fixed effects

Cross-section F 10.277652 (13,66) 0.0000
Cross-section Chi-square 92963482 13 0.0000

Hausman test

Hausman test is used to determine whether the research
method is more precise using FE method or RE method.
Based on the results of the Hausman test, shows the Chi-

TABLE 2. The result of hausman tests

square Cross-section probability value of 0.0464 is smaller
than 0.05, then the better model is Fixed Effect. Thus, in
this study the regression model that used is the Fixed Effect
model.

Test Summary Chi-Sq. Statistic Chi-Sq. d.f. Prob.
Correlated Random Effects - Hausman Test

Equation: Untitled

Test cross-section random effects

Cross-section random 9.666822 4 0.0464

Analysis of Multiple Linear Regression

The following is the presentation and results of multiple lin-
ear regression analysis.

Based on the results of the analysis above, so it can be made
the multiple regression equations which are formulated as

ISSN: 2414-309X
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follows:
ROA = C(1) + C(2)*CSR + C(3)*GCG_DD+

C(4)*GCG + C(5) * GCG_KA + [CX = F|
ROA = 19.86983 — 20.62858*CSR + 0.413354*GCG_DD —
0.99576* GCG_ DK+ 0.968309*GCG_ KA + [CX = F]
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TABLE 3. The result of multiple linier regression

Variable Coefficient Std. Error ¢-Statistic  Prob.

C 19.86983 10.85498 1.830481 0.0717
CSR -20.62858 9.896281 -2.084478 0.0410
GCG_DD  0.413354 1.077130 0.383755 0.7024
GCG_DK  -0.995760 1.092979 -0911051 0.3656
GCG_KA  0.968309 0868319 1.115153 0.2688

The interpretation of the equation of the multiple linear re-
gression model above is as follows:

1. Constants

The constant is 19.86983, it means that if all the inde-
pendent variables and intervening variables, namely CSR
and GCG, are equal to 0 (zero), then the ROA is positive at
19.86983.

2. CSR Regression Coefficient

CSR regression coefficient is negative at 20.62858. This il-
lustrates that every increase in Rp1 CSR, the ROA of the com-
pany will decrease by 20.62858, with the assumption the
other influenced variable is remaining.

3. Regression Coefficient of the Board of Directors

Board of Directors Regression Coefficient has a positive
value of 0.413354 which illustrates that for every 1 Board
of Directors increase, ROA will increase by 0.413354 with
the assumption the other influenced variable is remaining.

4. Board of Commissioners Regression Coefficient

The Board of Commissioners' Regression Coefficient has
a negative value of 0.99576, this illustrates that every in-
crease of 1 Board of Commissioners, ROA will decrease by
0.99576 with the assumption the other influenced variable
is remaining.

5. Audit Committee Regression Coefficient

Audit Committee Regression Coefficient has a positive value
of 0.968309 this illustrates that every increase of 1 Audit
Committee then ROA will increase by 0.968309 with the as-
sumption the other influenced variable is remaining.

Determination Coefficient Test (12?)

Test of determination or accuracy of the googness of fit
model to measure the size of the model's ability to explain
the dependent variable. The small values of R? means the
ability of independent variables in explaining dependent
variables are very limited.

TABLE 4. The result of determination coefficient test

R-squared 0.733874
Adjusted R-squared  0.665326
S.E.ofregression 4.181164
Sum squared resid 1153.821
Log likelihood -229.2316
F-statistic 10.70603
Prob (F-statistic) 0.000000

Mean dependentvar  5.555595
S.D. dependent var 7.227470
Akaike info criterion  5.886466
Schwarz criterion 6.407355
Hannan-Quinn criter.  6.095859
Durbin-Watson stat 1.260408

Based on the results presented in the table, the R-squared
value is 0.733874 or 73.39%. This shows that CSR indepen-
dent variables and GCG are able to explain the dependent
variable ROA of 0.733874 or 73.39%, while the remaining
26.61%is explained by other variables outside the research.

Partial Regression Coefficient Test (¢ test)

The test that used to test the independent variable is a par-
tial test (¢t test). This test aims to determine the effect of
independent variables on the research model. Referring to
the table resulting from multiple linear regression anasis,
the CSR variable has a probability value of 0.0410. If the
probability is < 0.05 then H1 is accepted, and if the proba-
bility is = 0.05 then H1 is rejected. Based on this, the prob-
N: 2414-309X

DOI: 10.20474 /jabs-5.1.2

ability value is less than 0.05 (0.0410 < 0.05) so H1 is ac-
cepted. Thus it can be concluded thanhe existence of CSR
disclosures has a significant negative effect on ROA in State
Owned Enterprises that registered on the IDX.

Referring to the table resulting from multiple linear regres-
sion analysis, variablea Board of Directors has a proba-
bility value of 0.7024. If the probability is < 0.05 then H1
is accepted, and if the probability is > 0.05 then H1 is re-
jected. Based on this, the probability value is bigger than
0.05 (0.7024 > 0.05) then H1 is rejected. Thus, it can be
connded that the Board of Directors has no significant ef-
fect on ROA on State Owned Enterprises that registered on
the IDX. Referring to the table resulting from multiple lin-
ear regression analysis, the Board of Commissioners vari-
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able has a probability value of 0.3656. If the probability is
< 0.05 then H1 is accepted, and if the probability is > 0.05
then H1 is rejected. Based on this, the probability value is
bigger than 0.05 (0.3656 > 0.05) then H1 is rejected. Thus
it can be concludﬂthat the Board of Commissioners has no
significant effect on ROA on State Owned Enterprises that
registered on the IDX.

Referring to the table resulting from multiple linear regres-
sion analysis, the Audajommittee variable has a proba-
bility value of 0.2688. If the probability is < 0.05 then H1
is accepted, and if the probability is > 0.05 then H1 is re-
jected. Based on this, the probability value is bigger than
0.05(0.2688 > 0.05) then H1 is rejected. Thus it can be con-
cluded that the Audit Committee has no significant effect on
ROA on State Owned Enterprises that registered on the IDX.

Simultaneous Regression Coefficient Test (F Test)
Based on the table on the coefficient of determination (R?),
thea'obability value (F-statistic) is 0.0000. If the probabil-
ity is < 0.05 then H1 is accepted, and if the probability is >
0.05 then H1 isrejected. Based on this, the pmability value
is smaller than 0.05 (0.0000 > 0.05) then H1 is accepted.
Thus it can be concluded that CSR, tn Board of Directors,
the Board of Commissioners, and the Audit Committee have
a significant effect on ROA on State Owned Enterprises that
registered on the IDX.

DISCUSSION

Effect of CSR on ROA

Based on the results in the previous table, it was found that
CSR had a significant effect on ROA. This illustrates the CSR
carried out by State Owned Enterprises registered on the
Stock Exchange having an influence on the company per-
formance. The implementation of CSR creates good perfor-
mance for the company. Good company performancd@ill be
more attractive to investors because the better thearfor—
mance of the company, the higher the consumer loyalty. As
consumer loyalty increases, it is expected that the level of
profitability of the company will increase and will increase
the value of the company.

Some things that can cause CSR affect the company's per-
formance, there arg)

1. Information on corporate social responsibility has been
responded well by investors.

2. The company has communicated the CSR message appro-
priately so that the meaning of CSR can be well received by
other interested parties.

3. Management realizes the importance of CSR as a long-
term social investment.

ISSN: 2414-309X
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4. Management understands that corporate responsibility
is not only for shareholders but also other interested par-
ties.

GCG Effect on ROA

The results ofe study shows that good GCG with the in-
dicators of the Board of Directors, Board of Commissioners,
and Audit Committee had no significant effect on ROA. This
illustrates that although the three GCG indicators are part of
the interconnected elements of corporate governance that
come from within the company and are also a mechanism
for GCG, it seems that the GCG mechanism has notbeen well
implemented by State Owned Enterprises that registered on
the Indonesia Stock Exchange. The company does not pay
attention to the control aspects that should be carried out
for future company development and corporate value cre-
ation.

This requires an increase in supervision for the company
towards a better direction. Having good implementation
of GCG in the company, by selecting a competent board of
commissioners who will oversee the performance of the
board of directors in carrying out the company's policies
and strategies, the board of directors will be better at per-
forming its performance to improve its performance. Like-
wise with the existence of a board of directors who are com-
petent in conducting company strategic planning. Likewise,
the audit committee has a very important role in helping the
board of commissioners to oversee internal control in the
company so that a conducive working environment will be
created and the company will be well managed which it will
increase the company's ROA.

Effect of CSRand GCG on ROA

Based on the results of this study, CSR and GCG variables
with the size of the board of commissioners, the size of the
board of directors, and the size of the audit committee si-
multaneously (together) have a significant effect on ROA.
This illustrates that if the CSR carried out by State Owned
Enterprises that registered on the IDX is carried out to-
gether with the implementation of a good corporate gov-
ernance mechanism, both will affect the company’s perfor-
mance.

C(“CLUS]ON

1. Based on the results of the study, it is concluded that CSR
had an effect on ROA. The implementation of CSR creates
good performance for the company. Good company perfor-
mance will be more attractive to investors and it is expected
thfthe level of profitability of the company will increase.
2. Based on the results of the study, it is concluded that GCG
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did not affect ROA. This illustrates the mechanism of GCG
hasnotbeen done well by State Owned Enterprisesthat reg-
istered on the Indonesia Stock Exchange.

3. Itisconcluded that CSR, the Board of Directors, the Board
of Commissioners, and the Audit Committee have a signifi-
cant effect on ROA in State Owned Enterprises that regis-
tered on the IDX.

RECOMMENDATIONS

help in sustainable development.

2. Implementation of GCG is very necessary to build public
trustinvalue creation. Therefore, companies need to imple-
ment GCG principles and practices in each company unit.
3. The next researcher is expected to be able to multiply the
research variables, for example other measures of good cor-
porate governance, measurement of other corporate social
responsibility, as well as measures of company performance

such as liquidity, leverage, market performance, and others.
1. The company should continue to disclose social infor-

mation in order to improve the positive image (brand), and
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