Kusmayadi and Hermansyah: The Role of The Board Commissioners in the:...

The Role Of The Board Commissioners In The Implementation Of The
Principles Of Good Corporate Governance And The Achievement Of
The Performance Of Bank Perkreditan Rakyat In Tasikmalaya

Dedi Kusmayadi dan Iwan Hermansyah
Faculty of Economics, Siliwangi University, Tasikmalaya
Email: dieks68@yahoo.com, dieks68r@gmail.com, hermansyahiwan85@yahoo.co.id,

Abstract: This study aims to determine: the effect of the role of the commissioners, to the
implementation of the principles of good corporate governance, the influence of the role of
the commissioners and the implementation of the principles of corporate governance
either partially or simultaneously on the performance of Bank Perkreditan Rakyat in
Tasikmalaya. The method used a quantitative descriptive study population is a Bank
Perkreditan Rakyat in Tasikmalaya, sampling using purposive sampling technique, with
analysis tools using path analysis. The results showed that: the role of the board of
commissioners, the implementation of the principles of corporate governance and bank
performance generally categorized as good; the role of commissioner to the application of
the principles of good corporate governance positively and significantly; and, the role of
the commissioner and the application of the principles of good corporate governance
partially and simultaneously on the performance of positive and significant influence.
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INTRODUCTION

The lack of good corporate governance is one of the triggers of the financial crisis in
Asian countries (see, Johnson et al., 2000; Mitton, 2002). A key feature of poor corporate
governance is selfishness on the part of corporate managers. If the manager of the
company prefers the principle of self-interest and ignores the interests of the owner then in
the company there will be abnormal expenditure for him so that there is a tendency of
return for the owner will be reduced. Likewise, weak accountability of corporate
managers, low information disclosure, and collusion, corruption, and nepotism reflect
weak governance practices in both the public and private sectors (Dedi Kusmayadi, at al.,
2015).

The results of ADB's (2001) study of five Asian countries, including Indonesia,
which was most affected by the economic crisis, tested that poor corporate governance
was one of the main causes of economic instability that ultimately affected the 1997
economic crisis. some shareholders, capital markets that are still under development, and
weak legal structures are examples leading to poor corporate governance in these
countries. Similarly, Johnson et al's (2000) empirical study shows that corporate
governance applied within a country is better able to explain the extent of currency
depreciation and declining capital market performance in developing countries than
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macroeconomics in the crisis period.

To fulfill their hopes and beliefs, the owner will appoint some people who are
trusted and have the competence to represent the owner in carrying out a supervisory
function that is a board of commissioner. Board of Commissioners has a very important
role in the company, in addition to including in the instrument of good corporate
governance, has a function to encourage the implementation of good corporate
governance adequately. The ability of a company in achieving good performance cannot
be separated from how the company is managed properly. Not a few companies that
initially achieved good performance but because it only meets the short-term interests so
that eventually the company experienced a decline and even bankruptcy.

Companies that apply the principles of good corporate governance are likely to be
able to fulfill short-term and long-term interests (going concern), thus companies that
have poor performance caused by poor governance, this is in line with research Gompers
et al., 2003, which found the index corporate governance positively affects the company's
long-term performance.

LITERATURE REVIEW

Agency theory explains that ideally, agents can be trusted to carry out their duties and
responsibilities in maximizing prosperity. But in reality, agents have more information
than owners, so agents will use their power to prioritize their interests over the interests of
the owner (Jensen and Mecling: 1976). Agency issues not only occur between managers
and owners but also between sharcholders and creditors, shareholders with stakeholders
such as suppliers, employees and other stakeholders (Shleiver and Vishny, 1997; Zhuang,
2000; Ariyoto, 2000). Further, Solomon and Solomon, 2004, defines corporate governance
as a check and balance, both internal and external, which ensures the company performs
accountability to all stakeholders. In general, good corporate governance is a system of
control and corporate governance that can be seen from the mechanism of relationship
between the various parties that manage the company (hard definition), as well as the
value of the value contained in the mechanism of management itself (Dedi Kusmayadi
et.al., 2015) .

The Board of Commissioners is the core of corporate governance assigned to oversee
management in managing the company and oblige the implementation of accountability.
In essence, the board of commissioners is an oversight mechanism and mechanism to
provide guidance and direction to the company's management, which is the center of
corporate resilience and success, meaning that the board of commissioners must be able
and ensure the creation of a more objective climate, placing fairness among various
interests of stakeholders. According to Effendi, 2008, several key tasks of the board of
commissioners include: 1) assessing and directing corporate strategy, outlines of work
plans, risk control policies, annual budgets and business plans; set work goals; overseeing
the performance and performance of the company; as well as monitor the use of company
capital, investment and asset sales; 2) assessing the system of paying officials in key
positions and paying members of the board of directors, and ensuring a process of
nominating members of the board of directors in a transparent and fair manner; 3) monitor
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and resolve conflicts of interest at the management level, board members and board
members, including misuse of company assets and manipulation of corporate transactions;
4) monitor the implementation of governance, and make changes where necessary; and 5)
monitoring the process of openness and effectiveness of communication within the
company. This oversight function has received important attention from corporate
governance researchers over the years, the results recommendation shows that the board of
commissioners has an important role in encouraging the implementation of corporate
governance and entity performance (Rindova, 1999; Boone, et al., 2007; Choi, et al .,
2007; Doidge, et al., 2007; Durnev and Kim, 2007; Fields. D, 2007; Coles, et al., 2008;
Harris and Arthur, 2008; Ran, et al., 2010). While the main motivation of supervision is to
believe that management operates its activities in harmony with the interests of
stakeholders, especially stockholders (Rezaee, 2007).

The positioning approach of the board of commissioners as the supervisor of
management/directors is based on agency theory which puts management as an 'agent' that
needs to be supervised because it has opportunistic behavior. So the board of
commissioners must be able to adequately guarantee that the transparency made by the
management is in accordance with the existing rules and the information must be
sufficient (Beekes and Brown, 2006). Disclosure and transparency can reduce uncertainty
for investors and help lower capital costs. The board of commissioners plays an important
role in the implementation of good corporate governance, as it is one of the most crucial
internal control mechanisms authorized to make decisions on behalf of the owner. In
addition, it also provides guidance and direction to corporate management (Saito and
Marcos, 2006).

Corporate governance is a set of rules and procedures that ensure managers to apply
ethical management principles. The Forum for Corporate Governance in Indonesia (FCGI)
defines good corporate governance as a set of rules governing relationships between
shareholders, managers of companies, creditor parties, governments, employees and other
internal and external stakeholders related to the rights and their obligations, or in other
words a system that regulates and controls the company. Corporate governance is a
system, process and set of rules governing relationships between various stakeholders,
especially in the narrow sense, the relationship between shareholders, the board of
commissioners, and boards of directors for the achievement of organizational goals. The
government strongly supports the existence of good governance system, especially on
business entity owned by both state (BUMN) and region (BUMD). The Government, in
this case, the Minister of State-Owned Enterprises (BUMN) in the Ministerial Regulation
Number Per-01 / MBU / 2011 on the Implementation of Good Corporate Governance on
State-Owned Enterprises defines good corporate governance as the underlying principles a
process and mechanism of corporate governance based on legislation and business ethics.
Furthermore, Corporate Governance Perception Index (CGPI) 2008, affirms good
corporate governance as the structure, system, and process used by corporate organs in an
effort to give the company value-added continuously in the long term, keeping the interest
of other stakeholders, legislation, and prevailing norms. Likewise in Bank Indonesia
Regulation Number 8/4 / PBI / 2006 dated January 30, 2006, explained that good
corporate governance is a bank governance that applies the principles of transparency,
accountability, responsibility, (independence) and fairness. Corporate governance is a
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corporate governance explaining the relationship between the various participants in the
company that determine the direction and performance of the company (Darwis, 2009).
Furthermore, Al-Ghamdi and Rhodes, 2015, state that corporate governance is a term
often used to describe the processes and structures used to direct and manage the business
activities of a company in order to increase shareholder wealth. Likewise, Hastori et al.,
2015, argued corporate governance is the principle that directs and controls the company
to achieve a balance between the strength and authority of the company in providing
accountability to its shareholders in particular and stakeholders in general.

Some important things in the implementation of good corporate governance for an
organization are: a) create an attraction for investors that their investment will be safe and
managed efficiently, openly supported by accountable processes; b) encouraging the
creation of operational competitiveness; ¢) enhance accountability and performance that
enable confidence in organizational management; d) and improve the efficiency,
effectiveness, and productivity of resource use (Dedi Kusmayadi, 2007). According to the
Indonesian Banking Sector Code of good corporate governance issued by the National
Committee on Corporate Governance Policy (KNKCG) in January 2006 and also through
Bank Indonesia Circular Letter no. 9/12 / DPNP dated May 30, 2007, regarding the
components of good corporate governance for the Bank as follows: Transparency,
Accountability, Accountability, Independence, and Fairness.

Implementation of good corporate governance principles must be realized in 1)
execution of duties and responsibilities of board of commissioners and directors; 2) the
completeness and execution of the duties of committees and working units exercising the
bank's internal control functions; 3) implementation of compliance function, internal
auditor, and external auditor; 4) implementation of risk management, including internal
control system; 5) provision of funds to related parties and provision of substantial funds;
6) the bank's strategic plan; and 7) transparency of bank financial and non financial
condition. Some of the benefits of good corporate governance implementation are: 1)
improving company performance; 2) improve corporate value; 3) restore investor/trust
trust; 4) increasing shareholders' value and dividends (Forum Corporate Governance in
Indonesia: FCGI, 2008). Implementation of good corporate governance is an important
step in building market confidence and promoting a more stable, long-term international
investment flows; reducing the risk level of an entity, increasing stakeholder trust, and
improving performance.

The results of Black et.al., 2003, and Mitton, 2002, show good corporate governance
has a significant influence on company performance. Performance is the totality of
achievements achieved by the company's organization in a certain period of time. Through
performance appraisal, it will be known as well as past performance and whether there is
consistent improvement of performance. Besides required various sizes or standards is
equally important is the existence of sufficient time span so as to be able to see better
performance development (Hansen and Mowen, 2005) Performance is a difficult concept
and is multidimensional, measurement system using only single measurement dimension
unable to provide a comprehensive understanding (Simerly, 2000). The study of the
Indonesian Institute for Corporate Governance (IICG, 2002), concludes that the main
reason for good corporate governance is regulatory compliance, the company believes that
the implementation of good corporate governance is another form of business ethics and
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business ethics that has long been firm commitment, corporate governance deals with
improving corporate image. Klapper, 2002, found that corporate governance had a positive
effect on company performance and value, and Mitton's research, 2002, found that
indicators related to corporate governance had a strong impact on corporate performance.
Gompers's research, et al., 2003, found a positive correlation between corporate
governance index and long-term corporate performance, while Siallagan and Machfoedz,
2006, found that corporate governance mechanisms influence the firm's value. Wardhani,
2006, found that corporate governance has a positive effect on the operational
performance and market performance of the company. Khomsiyah research, 2003;
Darmawati et al., 2004; Dedi Kusmayadi, 2012; Mitton, 2002, found almost the same
findings that good corporate governance has a positive relationship with the
value/performance of the company. Black, et al., 2003, proves that corporate governance
index as a whole is important and to be one of the contributing factors that can explain the
market value for independent companies in Korea. Johnson, et al., 2000, concludes that
the low quality of corporate governance in a country negatively impacts the stock market
and exchange rates of the country concerned during times of crisis in Asia. Klapper and
Love, 2003, found a positive relationship between corporate governance and company
performance. Silveira and Bairos, 2006, found an influence of corporate governance
quality on the market value of the company. The Dervishes research, 2009, concludes that
the implementation of good corporate governance and institutional ownership has an
effect on the company's performance, while the research result of Dedi Kusmayadi, et al.,
2015, shows that good governance has the positive and significant impact on satisfaction
and loyalty.

Based on the theoretical and empirical studies that the author has pointed out, the
hypothesis in this study is as follows:
Hypothesis 1. The role of Board of Commissioners has a positive effect on the
implementation of good corporate governance principles.
Hypothesis 2. The role of Board of Commissioners and the implementation of the
principle of partial and simultaneous good corporate governance have an effect on
positively to bank performance.

METHOD

Objects and Subjects. Research object is something that will produce characteristics or
attributes that will be the attention of researchers (Achmad, Hope: 2003). Objects in this
study consist of the role of the board of commissioners, good corporate governance, and
performance variables. The unit of analysis of this research is the Head Office of Bank
Perkreditan Rakyat in Tasikmalaya working area of Otoritas Jasa Keuangan (OJK)
Tasikmalaya.

Data Collection Method. Data type used in this research is primary data and
secondary data. Primary data were collected by interview and survey methods with
questionnaires related to the roles of the Board of Commissioners, Good Corporate
Governance, and Performance. While the secondary data required comes from the
financial statements that have been checked by the Financial Services Authority (OJK)
and financial statements of the audit results of the Public Accounting Firm, as well as
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documents and other sources relevant to the study topic. All data obtained from each Head
Office Bank Perkreditan Rakyat in Tasikmalaya.

Data were analyzed by using the quantitative descriptive method. This explanatory
research will explain in depth the causal relationship between research variables or
something (Copper, Schindler: 2005).

Population and Sample. Population in this research is All Head of Bank Perkreditan
Rakyat in Tasikmalaya 2015 that is as many as 14 Bank, whereas technique of withdrawal
sample uses nonprobability sampling type purposive side, with condition bank that gives
complete information according to the requirement of research used as research sample.
Based on the time set the number of banks that provide complete information is 12 banks
(sample research).

Variable Operationalization. Variables in this research include 1) Variable board of
commissioner (X1), with research dimension, consist of (a). integrity, (b). competence and
(c). independence, (d) financial reputation, 2) Variable good corporate governance (X2),
with research dimension consisting of: (a). transferase, (b). accountability, (c).
responsibility, (d). fairness; 3) variable of bank performance (Y), with research dimension
using CAMEL concept: (CAR, productive asset, management, earnings, and liquidity).

Research Analysis Tool. The analysis tools used include validity test and reliability
test (consistency test), which aims to test the quality of the research instrument used (Uma
Sekaran: 2003; Cooper, Schindler: 2005). According to Sekaran (2003), Likert has interval
scale. Medium analysis tool using path analysis (path analysis).

RESULTS AND DISCUSSION

Based on the results of SPSS processing obtained the results of validity test (product
moment) and reliability (Cronbach's alpha) research instrument (questionnaire) as
presented in tables 1 and 2.

Tabel 1. Result of validity test of research instrument

Variabel Peran Dewan Komisaris (X1) Variabel Implementasi GCG (X2)
Nomor| r-hitung r-tabel Keterangan | Nomor r-hitung r-tabel Keterangan
1 0,576 0,9587 valid 1 0,576 0,7181 Valid
2 0,576 0,6931 valid 2 0,576 0,9751 Valid
3 0,576 0,7605 valid 3 0,576 0,6137 Valid
4 0,576 0,8500 valid 4 0,576 0,9751 Valid
5 0,576 0,6392 valid 5 0,576 0,9751 Valid
6 0,576 0,6602 valid 6 0,576 0,7181 Valid
7 0,576 0,6807 valid 7 0,576 0,6968 Valid
8 0,576 0,8500 valid 8 0,576 0,6968 Valid
9 0,576 0,7633 valid 9 0,576 0,9751 Valid
10 0,576 0,6199 valid 10 0,576 0,7374 Valid
11 0,576 0,6392 valid 11 0,576 0,7181 Valid
12 0,576 0,9554 valid 12 0,576 0,7433 Valid
13 0,576 0,7626 valid 13 0,576 0,5968 Valid
14 0,576 0,6330 valid
15 0,576 0,6802 valid
16 0,576 0,6330 valid

Primary data of research re-processed
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Based on Table 1 the results of validity test obtained r-count greater than the r-table
good for board commissioner roles or variable implementation of good corporate
governance. This shows that the research instrument for both variables has fulfilled the
validity aspect (valid) to be used as data gathering tool.

Tabel 2. The results of the instrument research reliability test

No Nama Variabel Nilai Cronbach's Alpha| Nilai Kriteria | Keterangan
1 |Peran Dewan Komisaris (X1) 0.954 0.700 Reliabel
Penerapan Good Corporate
2 |Governance (X2) 0.940 0.700 Reliabel

Primary data of research re-processed

While Table 2 shows that the value of Cronbach's alpha is above 0.70 this indicates
that the research instrument meets the reliable or consistent aspects (Uma Sekaran: 2003).
Thus the research instrument meets the validity and reliability aspects worthy to be
instrumental in the research.

Furthermore from the results of data collection of commissioner role roles obtained
the total number of respondents answer reply 886, indicating in interval class including
good predicate category. This means that the role of the board of commissioners plays an
important role and has contributed positively in encouraging the implementation of good
corporate governance principles and achievement of performance in Bank Perkreditan
Rakyat in Tasikmalaya region. However, based on the recapitulation of the responses of
respondents, it should be noted that there are still some items concerning the role of boards
that need to be optimized in strengthening its role in Bank Perkreditan Rakyat in
Tasikmalaya region, the role of real in achieving company goals, support for strengthening
roles in addition to banking companions, the relevance of experience, financial reputation
and independence (related relationship).

While the recapitulation for the implementation variable of Good Corporate
Governance is obtained the total score of respondent reply 774. The value is in good
predicate interval, it implies that the implementation of the principle of Good corporate
governance at Bank Perkreditan Rakyat has been implemented with reference to the
regulation determined in addition to having a position which is very important in realizing
the performance of Bank Perkreditan Rakyat in Tasikmalaya Region. On the performance
variable of Bank Perkreditan Rakyat in Tasikmalaya region using CAMEL concept
(Capital Adequacy Ratio, Assets, Management, Earnings, and Liquidity), as shown in
Figure 1 and Figure 2.

Capital Adequacy Ratio (CAR) is a capital adequacy ratio that serves to
accommodate the risk of losses that may be faced by banks. Capital Adequacy Ratio
shows how far all bank assets that contain risk (credits, investments, securities, bills with
other banks) participate in financing from bank's own capital funds in addition to
obtaining funds from sources outside the bank, such as funds from the community, loans,
and others.
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(Primary data of research re-processed; Otoritas Jasa Keuangan 2015)
Gambar 1. CAMEL Bank Perkreditan Rakyat Credit Ratio in Tasikmalaya Region Year
2015

Capital Adequacy Ratio (CAR) is an indicator of the bank's ability to cover its
decline in assets as a result of bank losses caused by risky assets. Based on the provisions
of Bank Indonesia minimum CAR must reach 8%, if the capital adequacy ratio of a bank
below 8% then the bank does not have sufficient capital and including unhealthy
predicate. Based on the results of research from 12 (twelve) Bank Perkreditan Rakyat
located in the Tasikmalaya region shows that the capital adequacy ratio of Peripheral
Banks in Tasikmalaya is above 8%, this means that in terms of capital adequacy ratio
aspect, category able to meet the capital adequacy and enter into the category of healthy
predicate.

Bank assets consist of earning assets and non earning assets. A productive asset is an
income-generating asset. The earning asset is a placement of bank funds in foreign
currency in the form of credit, securities, fund placements between banks, investments,
including commitments and contingencies on off-balance sheet transactions.
Nonproductive assets are non-income earning assets. The quality of Earning Assets is
earnings asset quality that is the benchmark for assessing the likelihood level of the receipt
of funds invested in earning assets (principal including interest) based on certain criteria;
in Indonesia, the quality of earning assets is assessed on the basis of its collectability, ie
current, noncurrent credit, doubtful credit, or non-performing loans. Based on the result of
the research, it can be seen from the aspect of Earning Asset Quality of ten banks or
83.33% (at the value of ratio <1035) including healthy predicate category, while one bank
or 8.33% belong to the category of unhealthy predicate (at ratio value> 12.60-14.85) , and
one bank or 8.33% including unhealthy predicate category (in the ratio value> 14.85).

Productive assets serve to earn income on funds disbursed by banks. However,
placement of funds in earning assets also has a risk, ie the risk of funds disbursed cannot
be returned. The risk of placement in this form may result in bank losses. Banks need to
establish the provision for losses on earning assets, ie allowance for uncollectible accounts
(PPAP). Thus, the allowance for uncollectible accounts entered into this account is an
allowance established to cover possible losses arising from the non-acceptable part or all
of the loans or funds established in other banks, as provided for in the provisions of Bank
Indonesia concerning allowance for uncollectible accounts (PPAP). Allowance for
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possible losses on Assets (PPAP) reserves that must be established for a certain percentage
of the outstanding balance based on the classification of the quality of earning assets as
stipulated in Bank Indonesia regulations. The result of the research shows that the aspect
of Allowance for Earning Assets Losses of 12 (twelve) Bank Perkreditan Rakyat in
Tasikmalaya region is included in the category of the healthy predicate, meaning that the
bank has fulfilled the aspect of the obligation to make the PPAP as required with the
ratio> 81.

Management or management of a bank will decide whether or not a bank healthy.
Considering that, the management of a management a great concern in the assessment of
the soundness of a bank is expected to create and maintain its health. The assessment of
management factors in the assessment of bank soundness is done by evaluating the
management of the bank concerned which is grouped into two groups general
management. risk management, risk management, and risk management. Based on the
results of the research indicates that from the management aspect, six banks or 50%, Bank
Perkreditan Rakyat in Tasikmalaya region are in the category of healthy predicate, four
banks or 33.33% of banks are healthy predicate (in the ratio of 66-81), and two banks or
16.66% of banks are in the category of less healthy predicate. From the aspect of the
management of Bank Perkreditan Rakyat in the Tasikmalaya region still needs to be done
hard to make improvements in general management and risk management.

Return on Assets is one of the profitability ratios. Return on Assets is used to
measure management effectiveness in generating profits with available assets, the higher
the return on the firm's total assets the better the company's performance (Gitman and
Zutter, 2015). In the analysis of financial statements, this ratio is most often highlighted,
because it is able to show the success of the company generate profits. ROA is able to
measure the ability of the company to generate profits in the past to then be projected in
the future. The asset or power which is the total assets of the enterprise, derived from the
capital itself or from the capital that has been converted into a company's capital goods
used for the relationship of life of the company. Viewed from the aspect of Return on
Assets (ROA), shows that Bank Perkreditan Rakyat in Tasikmalaya region can create
profit (profit), 12 (twelve) Bank Perkreditan Rakyat in Tasikmalaya region are a healthy
category (in a ratio> 1,215)

BOPO is a ratio group that measures efficiency and operational efficiency with
others. The ratio of operating costs is. Operational cost ratio for. The lower BOPO means
the more efficient the bank is in its operational costs, with the cost efficiency, the greater
the bank profit. BOPO shows that the operation of Bank Perkreditan Rakyat in the
Tasikmalaya region is generally under control so that the bank's management is good
enough in controlling the bank's operational costs. From 12 (twelve) banks studied showed
eleven banks or 91.66% including healthy category (in ratio <93,60), and one bank or
8.33% including healthy predicate category (at ratio> 93, 60 - 94.80).

Cash Ratio is the ratio used to measure the ability of banks in repaying customer
deposits when withdrawn by using liquid tool possessed. Under the terms of Bank
Indonesia, the liquid instrument consists of cash plus bank accounts deposited at Bank
Indonesia. The higher the value of the cash ratio the higher the bank's liquidity capability
is concerned, but in practice, it will affect its productivity. The results show that in
general, Bank Perkreditan Rakyat in Tasikmalaya are able to control the liquidity aspect or
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have sufficient capability in fulfilling their short-term debts. Based on the results of
research shows that viewed from the cash ratio of 12 (twelve) Bank Perkreditan Rakyat in
the Tasikmalaya region has a level of liquidity including healthy category (in the ratio
value> 4.05 -5.00).

Loan to Deposit Ratio (LDR) is The ratio between the total amount of credit granted
by the bank and the funds received by the bank. This ratio indicates one of the bank's
liquidity rating. The higher the ratio gives an indication of the lower the bank's liquidity
capability. Based on the results of research shows that viewed from the LDR as many as
11 banks or 91.66%, Bank Perkreditan Rakyat in the region Tasikmalaya including
healthy predicate category (in the value ratio <94.75), while one bank or 8.33% including
unhealthy predicate category (above > 102). Based on the above data, each CAMEL
component (capital, asset, management, earning and liquidity) ratio value into factor credit
that reflects the achievement value of the bank's health performance as shown in Figure 2.

Tingkat Kesehatan Bank Perkreditan Rakyat di Tasikmalaya
Tahun 2015

97,60 g4 60.98,00 97,00 96,60 95,20.94,40-97.20

92,87 92,70

I TKS

(Primary data of research re-processed; Otoritas Jasa Keuangan 2015)

Figure 2. Health Level (CAMEL) of Bank Perkreditan Rakyat in the Tasikmalaya
region in 2015

Based on figure 2, it shows that the level of health with factor value using CAMEL
analysis is obtained by ten banks or 83.33% including healthy predicate category (in
position value ratio> 81), while one bank or 8.33% are in fairly healthy predicate category
(in position value ratio 66-> 81), and one bank or 8.33% including unhealthy predicate
category (at the value of ratio <61).

Based on the data analysis, the results obtained to answer the hypothesis as presented
in table 3 and Table 4.

Tabel 3. Recapitulation of the influence of the role of the Board of Commissioners
on the implementation of Good Corporate Governance principles

No Uraian Hasil Keterangan
1 R 0.665
2 R Square 0.442
3 F-hitung 7.919 Signifikan
4 Sig (F) Signifikan
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Tabel 4. Recapitulation of the role analysis of the Board of Commissioners and
implementation of Good Corporate Governance on performance

No Uraian Hasil Keterangan
1 R 0.984
2 R Square 0.987
3 F-hitung 133.074 Signifikan
4 Beta (X1) 0.611
5 Beta (X2) 0.465
6 t-hitung (X1) 7.567 Signifikan
7 t-hitung (X2) 5.766 Signifikan
8 Sig (X1) 0.000 Signifikan
9 Sig (X2 0.000 Signifikan
10 Sig F 0.000 Signifikan

Furthermore from Table 3 and tab 4 can be visualized in the complete path diagram
presented in figure 3.

€
The Role Pvel=0.182
of the \ l
| Pvx.=0.611
poox1 = 0.611 / Performance
l Pvx2=0.465
Principle
Implemen |[&———— pyx,=0611 —
tation

Figure 3. Structure Influence variable Role Board of Commissioners and Variable
Implementation Principles of good corporate governance to Performance

Hypothesis 1: The Influence of Role of Board of Commissioners on Implementation
of Good Corporate Governance Principle In BPR Tasikmalaya

Referring to the result of analysis of the influence of the role of the board of
commissioner toward the implementation of good corporate governance principle (table
3), obtained the beta coefficient of 66.5%. This shows that the implementation of good
corporate governance principles in Bank Perkreditan Rakyat in Tasikmalaya region is
influenced by the role of the board of commissioners of 44.2%. While 55.8% influenced
by other factors such as the competence of human resources, work culture, organizational
culture, and other factors

Hypothesis testing can be seen from the significance value of 0.018 is smaller than
the specified critical value (alpha) of 0.05, it means the hypothesis proposed that the role
of the board of commissioner has a positive effect on the implementation of good
corporate governance principles in Bank Perkreditan Rakyat in Tasikmalaya region tested.
This provides an indication of the more adequate and optimal role of the board of
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commissioners will have an impact on the better and optimal implementation of good
corporate governance principles in Bank Perkreditan Rakyat in Tasikmalaya region.

Corporate Governance contains the principles of corporate management with due
consideration of the balance of the implementing authority of the company with the
interests of shareholders as well as the interests of the wider community as part of the
stakeholders. Internally, the balance of the authority of directors and commissioners and
shareholder rights is structured in such a way through the principles of corporate
governance and the institutional structure of the company can move in the interests of
shareholders and the general public. The role of commissioners is necessary to oversee the
operation of the company by ensuring that the company has conducted transparency,
accountability, independence and justice practices in accordance with the prevailing
provisions of an economic system. Good corporate governance is a linkage between the
company's stakeholders used to establish and oversee the strategic direction and
performance of an organization's business.

With these findings visible, the strategic role of the board of commissioners in
exercising control, supervision and consultative activities proactively in the achievement
of the established objectives refers to good corporate governance practices, including 1)
assessing and directing corporate strategy, outlines of work plans, policies risk control,
annual budget, and business plan; set work goals; overseeing the performance and
performance of the company; as well as monitor the use of company capital, investment
and asset sales; 2) assessing the system of paying officials in key positions and paying
members of the board of directors, and ensuring a process of nominating members of the
board of directors in a transparent and fair manner; 3) monitor and resolve conflicts of
interest at the management level, board members and board members, including misuse of
company assets and manipulation of corporate transactions; 4) monitor the implementation
of governance, and make changes where necessary; 5) monitor the process of openness
and effectiveness of communication within the company. The findings of this study are
consistent and consistent with previous concepts and research including research by
Rindova, 1999; Boone, et al., 2007; Choi, et al., 2007; Doidge at al., 2007; Fields, 2007,
Dedi Kusmayadi; 2007; Coles, et al., 2008, Harris and Arthur, 2008; Ran, et al., 2010).

Hypothesis 2: Partial and simultaneous Influence Board of Commissioners' Roles
and Implementation of Good Corporate Governance Principles on Bank Perkreditan
Rakyat Performance in Tasikmalaya Region

The result of data processing shows that the coefficient of the board of
commissioner's role to the financial performance is 0.611, or in other words, the direct
influence of the board of commissioner's role to the financial performance is 37.33%.
While the indirect influence through the implementation of the principle of good corporate
governance is 37.79%, thus the total influence of the board of commissioners role to the
performance of 75.12%. Indirect effects appear larger than indirect influences although
they have a material contribution to the overall effect. This provides an indication that the
role of the board of commissioners should be more effective in carrying out its
responsibilities, especially in the process of achieving performance, including in optimally
promoting the implementation of the principle of good corporate governance. Significant
value obtained by 0.00 is smaller than the critical standard (alpha) which is set at 5%,

Jurnal Akuntansi/Volume XXII, No. 01, Januari 2018: 1-17 12



Kusmayadi and Hermansyah: The Role of The Board Commissioners in the:...

meaning the hypothesis proposed that the role of the board of commissioner has a positive
effect on the performance tested. This indicates that adequate role of the board of
commissioner will give impact to the better performance of Bank Perkreditan Rakyat in
Tasikmalaya region, in other words, the optimal role of a board of commissioner will
provide optimal synergy both in process level and in final achievement of the operational
process of performance achievement. The work program, supervisory system, controlling,
review system, consultative function, professional and follow up are instruments that need
to be followed and implemented adequately so that the overall role of board of
commissioners as a function of institutional control representing the owner will be
adequate in the effort to believe the board of directors has been able to carry out their
responsibilities effective and efficient as well as professional. The results of this study are
relevant to the concept and some previous studies of Rindova, 1999; Boone et al., 2007;
Choi et al., 2007; Doidge et al., 2007; Durnev and Fields, 2007; Coles et al., 2008; Harris,
Arthur, 2008; Ran, et al., 2010; Rezaee, 2007.

The result of data processing shows that the coefficient of implementation path of
good corporate governance toward financial performance is 46.5%, or in other words, the
effect of direct implementation of good corporate governance principles to financial
performance amounted to 21.62 %.The significance value obtained is 0.00 less than the
critical standard (alpha) is set at 5%, meaning that the hypothesis proposed that the
implementation of good corporate governance principles have a positive effect on the
performance tested. This shows that the implementation of a good and adequate strategy
will have an impact on the better performance of Bank Perkreditan Rakyat in the
Tasikmalaya region so that the more optimal implementation of good corporate
governance principles will provide optimal synergies both in the process level and in the
final achievement of the operational process performance achievement. Implementation of
guarantees, accountability, responsibility, independence, and fairness are key factors for
an entity in building a healthy order and achieving goals in accordance with established
vision and mission. Supporting the role of commissioners is very important in the process
of implementing the principles of good corporate governance because the role of the board
of commissioners is one of the key success factors for an entity in the implementation
properly and adequately. Implementation of good corporate governance principles must be
realized in 1) execution of duties and responsibilities of board of commissioners and
directors; 2) the completeness and execution of the duties of committees and working
units exercising the bank's internal control functions; 3) implementation of compliance
function, internal auditor, and external auditor; 4) implementation of risk management,
including internal control system; 5) provision of funds to related parties and provision of
substantial funds; 6) the bank's strategic plan; and 7) transparency of bank financial and
non financial condition. There are several benefits of good corporate governance
implementation, among others: 1) improving company performance; 2) improve corporate
value; 3) restore investor/trust trust; 4) increase shareholders' value and dividends. The
results of this study are relevant to the concept and some previous research which
generally found that good corporate governance has positive effect on the improvement of
image, company value, performance and achievement of the objectives of research from
Darwin, 2009; Dedi Kusmayadi, et al., 2015; Research The Indonesian Institute for
Corporate Governance (IICG): 2002, Klapper, 2000, Gompers, et al., 2003, Siallagan and
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Machfoedz., 2006; Wardhani, 2006; Khomsiyah, 2003; Darmawati et.al., 2004; Dedi
Kusmayadi, 2012; Mitton, 2002; Black, et al., 2003; Klapper and Love, 2003.

While the influence simultaneously the role of the board of commissioner and the
implementation of good corporate governance principles to the performance of 96.7%, and
the rest of 3.33% is the residual variable factor that is suspected, among others, the
competence of human resources, level of competition, regulation and other factors. The
result of significance test shows that the significance value of F obtained is 0.00 is smaller
than the critical standard (alpha) which is set at 5%. This indicates that the hypothesis
proposed by the board of commissioner and the implementation of the principle of good
corporate governance have a positive effect on the performance of Bank Perkreditan
Rakyat in the Tasikmalaya region tested (acceptable research hypothesis). Looking at all
the path coefficients shows a positive notation with significant influence, the results
provide a strong indication that the role of the board of commissioners and the
implementation of the principle of good corporate governance is an important element in
contributing to the achievement of the performance of Bank Perkreditan Rakyat in
Tasikmalaya region.

The Board of Commissioners as a control function represents the owner's
professional attitude to obtain reasonable assurance that the operation including the
implementation of good corporate governance principles has been implemented properly
and adequately. The better and optimal role of the board of commissioners is run beside
will strengthen the realization of the implementation of the principles of good corporate
governance either directly or indirectly will give a better impact also the achievement of
the performance of Bank Perkreditan Rakyat in Tasikmalaya region. When viewed from
the total influence of the board of commissioner's role on the performance appear larger
than the influence of the implementation of good corporate governance principles on
performance, this gives an indication that the role of board of commissioners is very
important and have a strong impact both in realizing the implementation of good corporate
governance principles and in achieving the performance at the Bank Perkreditan Rakyat in
the Tasikmalaya region. Thus, considering the position of the board of commissioners is
very strategic in a company, the board of commissioners must meet the requirements of
integrity, competence, good financial reputation and independent. So that existence gives
positive synergy in achieving company goal. The findings of this study reinforce and align
with the previous concepts and research of Dedi Kusmayadi, 2007; Darwin, 2009, Dedi
Kusmayadi, et al., 2015; I[ICG, 2002; Klapper, 2002; Gompers, et al., 2003; Siallagan and
Machfoedz, 2006, Wardhani, 2006; Khomsiyah, 2003; Darmawati, et.al., 2004; Dedi
Kusmayadi, 2012; Mitton, 2002; Black, et al ,. 2003; Klapper and Love, 2003; Rindova,
1999; Boone et al., 2007; Choi et al., 2007; Doidge at al., 2007; Fields., 2007; Coles et al.,
2008; Harris and Arthur, 2008; Ran et al., 2010.

CONCLUSION

The role of the board of commissioners has a positive and significant impact on the
implementation of good corporate governance, so the more optimal the role of the board
of commissioners will give better impact and effective implementation of good corporate
governance principles in Bank Perkreditan Rakyat in Tasikmalaya region.
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The role of the board of commissioners and the implementation of the principles of
good corporate governance partially or simultaneously have a positive and significant
impact on the performance of Bank Perkreditan Rakyat in Tasikmalaya region. The
influence of the board of commissioner's role on performance is greater than the influence
of the implementation of good corporate governance principles in Bank Perkreditan
Rakyat in Tasikmalaya.
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