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Abstract – Bank as an institution which serves financial
needs of the public must be able to serve with good corporate
governance, to both the stakeholder and the shareholder, in
order that it can produce high performance. The problems in
this study are: 1). Is there any direct influence of corporate
ethics consideration on the organization performance? 2). Is
there any influence of corporate ethics consideration on the
organization performance through, a). Corporate
Governance practices and b). Corporate Governance
mechanisms?

The aims of the study are: 1). To identify and interpret the
analysis result of corporate ethics consideration and its
influence on the organization performance; 2). To identify
and interpret the analysis result of corporate ethics
consideration and its influence on the organization
performance through Corporate Governance practices and
mechanisms.

This study is done on banking in DKI Jakarta by census
and the data population is the managers in each observed
bank. From 142 banks, 112 respondents provided the data
which were ready to be analyzed.

The main instrument used in the data collection is the
questionnaires. The collected data were analyzed using SEM
analysis, AMOS program, version 4.01. Prior to the analysis
several test were applied: validity test, reliability test, and
exploratory factor analysis. The result of the test met the
required criteria.

The results of this study are: 1). There is a significance
influence of corporate ethics consideration on organization
performance. 2). There is a significance of corporate ethics
consideration on organization performance through: a).
Corporate Governance practices and b). Corporate
Governance mechanisms.

Keywords – Company Ethics Consideration, Corporate
Governance Practice, Corporate Governance Mechanism,
Organization Performance, Banking.

I. INTRODUCTION

Good Corporate Governance (GCG) is a fundamental
reference of practices, attitudes, and behaviors that arise
from the moral responsibility to protect the company's
customers, communities, employees, and shareholders.
The GCG contains five main principles, namely openness
(transparency), accountability, responsibility,
independency, and equity (fairness). These five principles
of the GCG embodied in the bank's operations through the
implementation of internal control and risk management,
information technology systems, the principles of

openness, and an emphasis on the importance of ethical
behavior. According to [1] the corporate ethics strongly
support the implementation of the GCG, because the ethics
guiding conscience of the good and bad, right and wrong.
The guidelines for ethical conduct binding on all
commissioners, directors, and employees in dealing with
customers, fellow employees, shareholders, business
partners, and local communities in which the bank holding
business activities. The principle of openness is applied
through the disclosure of bank performance, especially
financial, to the stakeholders, among others, in the form of
annual reports, quarterly financial reports, informing the
stock exchanges in Indonesia, the delivery of information
to the public through the mass media, minutes and pre
AGM (Annual General Meeting) memoranda, and the
bank site on the internet.

Experience of past banking crises suggests that poor
management of banks is partly due to the weakness of
human resources. Based on this experience, to strengthen
the resilience of the banking system the quality of bank
management must be improved in order to avoid similar
crises in the future. The efforts to improve the quality of
bank management have started in 1999 with a focus on the
creation of the GCG in the banking environment. The
GCG is then performed through a fit and proper test for
bank owners and management, application interviews for
prospective owners and managers of banks (new entry),
the appointment of the Director of Compliance, and
investigation of criminal offenses in the field of banking.
Fit and proper test is an attempt to create a banking human
resource that has high integrity and competence. The
assessment is done to the Board of Commissioners,
Directors, and executive officers of the bank who had been
active in the management of bank operations and is based
on the results of the examination and supervision of Bank
Indonesia (BI). Good banking system in a country is one
of the indicators that the country has built GCG.

Ranking of the Corporate Governance organized by the
Political and Economic Risk Consultancy and CLSA in
Asia countries, showed results that Indonesia's ranks
among the lowest. These results prove that the number of
Indonesian companies that implement the GCG is still
very low. These conditions can be detrimental to the
Indonesian economy in the future because it reduces the
attraction to invest in Indonesian companies among
investors. According to [2], the challenges in
implementing the concept of Corporate Governance is the
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lack of socialization, reference, and understanding of
Corporate Governance; the tougher competition and the
high cost of the GCG consultant; maintain the consistency
of the company, so having changes in the culture to follow
the GCG is still considered a big leap; lack of perceptions
from upper middle management and staff in relation to the
implementation of the GCG. Based on these challenges
can be concluded that the greatest obstacle in
implementing the GCG lies in leadership commitment.
The lack of leadership commitment caused the GCG has
not been widely used as one of the assessment criteria for
the election of directors so that the management of a
corporation will get better. McKinsey's survey of
investors' views on the quality of the implementation of
Corporate Governance in Asian countries shows that
Indonesia had the lowest value. With a scale of 1 (very
poor) to 5 (very good), Indonesia scored 1.1 under
Malaysia and Thailand, which each scored 1.5 and 1.7 [3].
All members of the company should include the values of
business ethics in carrying out their functions. Individual
business ethics aims to provide practical guidance for an
executive in guiding lives both as corporate decision
makers and as a human being. The important concept of
the model of business ethics is an immediate requirement
for executive interests in moral terms.

Reference [4] suggested that the business ethics model
has two benefits. First, the benefits associated with the
ethical behavior of employees and the appropriate
executive commitment. Executive set up employees,
which in turn will be able to fully turning the best potential
of employees on. In the end, business ethics models will
improve the company's productivity and product or service
quality. The second benefit of business ethics model is
repayment in morality. Employees and executives who
behave ethically in actualizing itself will fully evolve and
receive rewards from companies.

It can be concluded that the banking system of a country
is very vital. If the banking system is not working then it is
not only the banking industry would collapse, but it will
also have a negative multiplier effect on the performance
of economic systems, such as impaired growth of the real
sector, high unemployment, and low economic growth.

This research was conducted in the banking industry,
taking location in Jakarta. The purpose of choosing Jakarta
as research location is to obtain data that are more
centralized, and in order to obtain an answer from the
party closer to the head office and branch offices which
mostly located in the central government or in Jakarta.
This research is done by selecting the area of research on
banking business which operates or headquartered in
Jakarta.

II. THEORETICAL FRAMEWORK AND

HYPOTHESIS

A. The Effect of Corporate ethics considerations on
Organizational Performance.

Reference [5] stated that an ethical organizational
performance based on internal benchmarking, to help
investors and managers in understanding, implementing,

and evaluating business ethics to improve the quality and
quantity of business ethics. So the hypothesis can be
arranged as follows:
H1. Company's ethical considerations affecting the
organizational performance.
B. The Effect of Corporate Ethics Considerations on
Organizational Performance through Corporate
Governance Practices.

Reference [6] proposed model of ethical decision
making through accountability. The results showed that
the characteristics of moral issues, environmental, and
individual differences affect ethical intentions. Reference
[7], in his research on the personal characteristics of the
owners / managers of the attitude / behavior of Corporate
Governance found that there are 3 groups of owner /
managers in small businesses, which include groups of:
religious, business, and community. The results show that
the business groups are less significant in terms of
openness to the customer compared to other groups. The
religious groups have a high significance in 6 sizes of
attitude, such as: do not distinguish gender, accurately
describe the product, no distinction to race, make
payments to suppliers on time, has a corporate social
responsibility, and obey the rules and standards that apply.

Reference [1] stated, the effect of ethical considerations
on the Corporate Governance practices showed the results:
1) The checks and balances factor in corporate ethics
consideration is positively related to Corporate
Governance practices. 2) Corporate Governance practices
Factor is positively related to organizational performance.
3) Company's Corporate Governance practices directly
affect organizational performance, and the factors
regarding ethical considerations: legitimacy, checks and
balances, capital raising, creative mechanisms, and ethical
leadership, also Corporate Governance practices on
organizational performance are met. From the critical path
analysis obtained result that showed: a). The checks and
balances factor in corporate ethics considerations will
react to Corporate Governance practices, and Corporate
Governance practices also affect organizational
performance. This suggests that ethical considerations not
directly affect organizational performance, b). Two
factors: legitimacy and capital formation is not linearly
related to Corporate Governance practices and
organizational performance.

From the results of research conducted by [1], the
hypothesis of this study can be formulated as follows:
H2. Ethical considerations affect organizational
performance through the practice of Corporate
Governance.
C. The Effect of Corporate ethics considerations on
Organizational Performance through Corporate
Governance Mechanisms.

Reference [8] argued the importance of the composition
of the Independent Board of Directors on control
mechanisms. However, it has not found a significant
relationship between the sizes of the Board of Directors
with the value of the company. Reference [9] research
results showed that the external Corporate Governance
mechanisms and internal Corporate Governance
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mechanisms are positively related to efficiency. External
Corporate Governance mechanism in the form of reporting
and financial monitoring that submitted to the government,
as well as internal Corporate Governance mechanisms,
such as: provision of Corporate Governance code adoption
and donations of traditional Corporate Governance
mechanisms related to the efficiency of donations. It is
indicated that, government acceptance and finance
government, the structure of the traditional donation is
positively related to efficiency and type of business and
not adopting a code of Corporate Governance. Reference
[10] suggested that Corporate Governance mechanisms
affect the earnings quality and organizational performance,
in this case is the corporate image. Corporate Governance
mechanisms include: managerial ownership, the Board of
Directors, and audit committee affect earnings quality.
Earnings quality is positively influence the value of the
company. Statistically, Corporate Governance
mechanisms affect the value of the company.

Based on those studies, when the company's VC
(Venture Capital) has a high percentage of responsibility
to creditors, they prefer to deal with formal supervision in
facing a higher risk. The important fact is that when an
organization has a low percentage of responsibility to the
shareholders, they prefer to use informal methods to
conduct supervision. It is included in personal
management activity in the top level, such as: selection,
agreement, testing and so on, to select a joint venture
partner of the acquisition of personal income or make
decisions that oppose the deal. Empirical results are
conducted by [11], the null hypothesis on the ownership
structure and the relative bargaining power is received in
the Corporate Governance mechanism. Similarly, the null
hypothesis on the complexity of management and
technical characteristics of knowledge management partly
accepted in his study. From these studies, it can be
composed the following hypothesis:
H3. Ethical considerations affect company's
organizational performance through the mechanism of
Corporate Governance.

III. METHODOLOGY

A. Validity Test
This research using Confirmatory Factor Analysis

(CFA) to the validity of research instrument, from three
criteria of factor loading (FL), i.e. ≥ 0.30, ≥ 0.40, and ≥
0.50 this study used factor loading of 0.40 with reference
to Hair et al. all the question items can be considered
valid, because it has a factor loading > 0.40 [12].
B. Reliability Test

To measure the reliability of the research instrument
was conducted using Cronbach's Alpha coefficient.
Cronbach's Alpha coefficient close to 1 indicates high
consistency reliability. From the reliability test results it
can be concluded that in general, all study variables
revealed reliable because each variable has a value of
Cronbach's alpha > 0.60 [13].

C. SEM (Structural Equation Modelling Test)
PEP = B1 LEG + B2 PK + B3 PM + B4 MK + B5 EK +

E1 (1)
KO = B6 PEP + B7 PCG + B8 MCG + E2 (2)

Where:
LEG: legitimacy PCG: Corporate Governance practice
PK: checks and balances MCG: Corporate Governance
mechanism
PM: capitalization KO: organizational performance
MK: creative mechanism B1..B8: loading factor
EK: ethical leadership E1-E2: error term

Table I: Goodness-of-Fit Model
Goodness-of-fit Indices Cut-off Value
Chi-Square (2)

Significance Probability (p)
CMIN/DF
GFI
AGFI
TLI
CFI
RMSEA

Expected to be small 2

with DF 99 is 123,225

 0,05

 5,0

 0,9

 0,9

 0,9

 0,9

 0,08
Source: [14]

IV. RESULT AND DISCUSSION

A. Result of SEM
B. Suitability Model Test

Table II: Result Goodness-of-Fit Model
Goodness-of-
fit Indices

Cut-off
Value

Results
Model

Evaluation
Chi-Square

(2)

Significance
Probability (p)
CMIN/DF
GFI
AGFI
TLI
CFI
RMSEA

Expected to

be small 2

with DF 99
is 123,225

 0,05

 5,0

 0,9

 0,9

 0,9

 0,9

 0,08

113,781

0,147
1,149
0,890
0,849
0,972
0,977
0,037

Good

Good
Good

Marginal
Marginal

Good
Good
Good

Source: Processed primary data.

C. Path Coefficient Analysis
This analysis is seen from the significance of the
magnitude of regression weight model which can be seen
in Table 3 below:
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mechanisms are positively related to efficiency. External
Corporate Governance mechanism in the form of reporting
and financial monitoring that submitted to the government,
as well as internal Corporate Governance mechanisms,
such as: provision of Corporate Governance code adoption
and donations of traditional Corporate Governance
mechanisms related to the efficiency of donations. It is
indicated that, government acceptance and finance
government, the structure of the traditional donation is
positively related to efficiency and type of business and
not adopting a code of Corporate Governance. Reference
[10] suggested that Corporate Governance mechanisms
affect the earnings quality and organizational performance,
in this case is the corporate image. Corporate Governance
mechanisms include: managerial ownership, the Board of
Directors, and audit committee affect earnings quality.
Earnings quality is positively influence the value of the
company. Statistically, Corporate Governance
mechanisms affect the value of the company.

Based on those studies, when the company's VC
(Venture Capital) has a high percentage of responsibility
to creditors, they prefer to deal with formal supervision in
facing a higher risk. The important fact is that when an
organization has a low percentage of responsibility to the
shareholders, they prefer to use informal methods to
conduct supervision. It is included in personal
management activity in the top level, such as: selection,
agreement, testing and so on, to select a joint venture
partner of the acquisition of personal income or make
decisions that oppose the deal. Empirical results are
conducted by [11], the null hypothesis on the ownership
structure and the relative bargaining power is received in
the Corporate Governance mechanism. Similarly, the null
hypothesis on the complexity of management and
technical characteristics of knowledge management partly
accepted in his study. From these studies, it can be
composed the following hypothesis:
H3. Ethical considerations affect company's
organizational performance through the mechanism of
Corporate Governance.
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Table III: The Direct Effect Path Coefficient
Independent Variable Dependent Variable Path Coefficients P Explanation

Corporate ethics consideration
Corporate ethics consideration
Corporate Governance practice
Corporate Governance mechanism
Corporate ethics consideration

Corporate Governance Practice
Corporate Governance mechanism
Organizational performance
Organizational performance
Organizational performance

0,654
0,558
0,314
0,270
0,319

0,000
0,000
0,031
0,023
0,044

Significant
Significant
Significant
Significant
Significant

Source: Processed primary data.

Table IV: Hypotheses Testing Results
Independent Variable Intervening Variable Dependent Variable Path

Coefficient
Explanation

Corporate ethics consideration Corporate Governance practice
Corporate Governance mechanism

Organizational
performance

0,356 Significant

Source: Processed primary data

Seen from the value of factor loading, the direct effect path coefficient, and seen the results of hypothesis testing, an
integrated research model of the relationship between variables can be seen in Figure 1 as follows:

Fig.1. Research Models and Relations between Variables and Indicators

V. DISCUSSION

1. The influence of Corporate Governance practices
on organizational performance.
a) Seen from the direct effect path coefficients, it appears
that the variable Corporate Governance practice has a
significant positive effect on organizational performance
with a coefficient value of 0.314. This shows the role of

Corporate Governance practices are larger than the role of
Corporate Governance mechanisms of their effects on
organizational performance, which has a coefficient of
0.270.
b) It was concluded that a positive Corporate Governance
practices have a greater role to the improvement of
organizational performance positively. The most
influential factor on the Corporate Governance practice is
company's protection of its shareholders and stakeholders.
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Of all respondents largely agreed and strongly agreed to
this factor, that is prioritizes the protection of their
shareholders and stakeholders. Though the factors that
most influence the Corporate Governance practice is the
protection of the company's shareholders and stakeholders.
This requires a treatment to change the perspective and
attitudes of respondents in particular and the rest of the
company for oriented to the protection of their shareholder
and stakeholders.
c) On organizational performance variables, the largest
percentage of respondents who answered agree, that is the
indicator of the ability to obtain external sources, but there
are still a few respondents who answered did not agree. It
should be noted the respondents why they do not agree,
and it required the effort from company to direct them in
order to agree and commit to supporting the company in
obtaining external resources.
d) It can be concluded that organizational performance is
supported by factor / indicator of a company's ability to
obtain external sources. However, the average of the
respondents answered between sometimes agree towards
agree, although the percentage who answered agreed have
the greatest number. Required direction of the company
through the leadership to realize the importance of the
performance of each member to improve organizational
performance by focusing more on the ability to obtain
external sources. This requires businesses to gain investors
and creditors trust to company through their attitude and
behaviors that support it.
e) Direct effect path coefficients in Table 3, it was
concluded that Corporate Governance practices are more
focused on protecting the company shareholders and
stakeholders in a positive way, such as: pay attention to
the rights of investors which is not change after investing;
bank personnel who are not misused the internal
information to access the capital markets; as well as banks
that protect the rights of its shareholders, investors, and
stakeholders or employees if there is an undesirable
situation; will affect the organizational performance which
increases and positive. The organizational performance
will be higher if company gives more attention on its
ability to obtain external resources.
2. The influence of Corporate Governance
mechanisms on organizational performance.
a) Corporate Governance mechanism has a positive and
significant effect on organizational performance. It can be
seen from Figure 1 and Table 3, with the coefficient value
of 0.270
b) Regarding Corporate Governance mechanism, showed
almost all respondents agreed on indicators of formal
supervision. Means that the majority of respondents
agreed with the formal supervision in terms of: the
percentage of share ownership levels, selection,
appointment, agreement to prevent a partner in decision-
making that opposed to the treaty in an effort to make a
profit. Company required an effort to change the managers
who sometimes agree so that they will all agree on this.
c) It can be concluded that in an empowering mechanism
of Corporate Governance, the company must conduct a
formal monitoring system in the company. Existing

conditions on the respondent is in accordance with the
requirement of the company in the implementation of
Corporate Governance mechanisms.
d) From the result of the direct effect path coefficients, it
can be stated that the presence of a positive Corporate
Governance mechanisms that supported by the existence
of a positive formal monitoring system, will affect the
organizational performance that is increased and positive.
Positive formal supervision on the level of the
shareholding percentage, selection, appointment,
agreement to prevent a partner in decision-making as
opposed to the treaty in an effort to gain an advantage.
Positive organizational performance focuses more on the
ability of companies to obtain higher external resources.
This is achieved due to external parties, such as investors
and creditors have confident and believe that the company
and all its members have shown a positive attitude.
3. Corporate ethics considerations influence on
Corporate Governance practices.
a) Corporate ethics considerations have a significant and
positive impact on Corporate Governance practices. It can
be seen from the result of the direct effect path coefficients
in Table 3 and from Figure 1 with a coefficient of 0.654.
This value indicates a greater role corporate ethics
considerations influence on Corporate Governance
practices compared to the role of corporate ethics
considerations on Corporate Governance mechanism that
has a coefficient of 0.558.
b) Corporate ethics consideration, the largest percentage
of respondents agreed on leadership ethics indicator.
Means that there are a small number of respondents who
did not agree that most influential factor is leadership
ethic. It is possible that the perceptions of respondents
who did not agree have a different perception of the
corporate ethics considerations that prefers other
indicators besides the ethical leadership.
c) Ethical leadership is defined as: the bank has made an
introduction to the manager about the need for self- testing
and self -discipline; bank guarantee stakeholder interests,
and protect the rights of investors, employees and
stakeholders, as well as the bank's activities to gain public
confidence.
d) Checks and balances defined as: Bank guarantee
purposes in serving the interests of bank shareholders;
bank do internal controls and oversight to the manager of
abuse; banks are trying to avoid the manager and director
of misuse.
e) It was concluded that in order to carry out corporate
ethics considerations, a company should pay more
attention to the creative mechanism. To implement
creative mechanisms need to be supported by the presence
of ethical leadership in the implementation of checks and
balances by the company.
f) From Table 3 the direct effect path coefficients, it can
be concluded that corporate ethics considerations that pay
more attention to the creative mechanism, supported by
the presence of positive leadership ethics, with a positive
implementation of checks and balances by the company, it
will affect Corporate Governance practices positively
which oriented to the protection of corporate shareholders
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and stakeholders. This may imply that, positive creative
mechanism, which is carried out in the presence of: bank
promoting managerial efficiency within the company;
bank has compiled direction and purpose and strategy of
the organization, the bank has introduced a system of
organization and management systems to managers and
professional managers, and supported by the presence of a
positive and ethical leadership in the application the
company conducted supervision and balance which is also
positive, it will be a positive influence on Corporate
Governance practices which in the implementation are
more emphasizing on the positive protection of the
company's shareholders and stakeholders.
4. Ethical considerations influence the company's
Corporate Governance mechanisms.
a) From the direct effect path coefficients in Table 3 it
appears that corporate ethics considerations positively and
significantly affecting Corporate Governance mechanisms
with the coefficient value of 0.558. With the company's
attention more focused on the creative mechanisms of the
manager and or leader as described above, which is
supported by the presence of a positive ethical leadership
among others, with the introduction to the manager about
the need for self - testing and self - discipline
requirements; bank guarantee stakeholder interests,
protects the rights of investors, employees and
stakeholders, as well as bank action to obtain public
confidence that the implementation is done by company
on checks and balances, it will be a positive and
significant effect on Corporate Governance mechanisms
are positively oriented formal supervision system in terms
of: level the percentage of stock ownership, selection,
appointment, agreement to prevent a partner in decision-
making as opposed to the treaty in an effort to make a
profit.
5. The influence of corporate ethics considerations
on organizational performance.
a. From table 3 which suggests direct effect path
coefficients, it can be seen that corporate ethics
considerations has a positive and significant effect on
organizational performance.
b. It can be concluded that the positive corporate ethics
consideration are more oriented on creative mechanisms in
practice: Bank promote managerial efficiency within the
company; bank has compiled direction and purpose and
strategy of the organization, the bank has introduced the
system of organization to the manager and introduce
management systems to professional managers. In its
application supported by the presence of ethical leadership
personally with the application for the introduction to the
manager about the need for self - testing and self -
discipline requirements, bank guarantee stakeholder
interests, protect the rights of investors, employees and
stakeholders, as well as the bank's actions to obtain public
confidence. Similarly, the existence of checks and
balances by the company that carried out by: Bank
guarantee purposes in serving the interests of bank
shareholders; bank's internal controls and oversight to the
manager of abuse; and banks are trying to avoid the
manager and director of misuse. With the positive

implementation of these activities, then this will directly
affect, positively and significantly, on organizational
performance through the presence of the company's ability
to obtain external resources such as: investment and
creditors.
6. Overall discussion
From the research model that can be seen from Figure 1
can be explained that there are 3 paths in the model. First,
the variable corporate ethics consideration its effect on
Corporate Governance mechanisms and its effect on
organizational performance. Second, the variable
corporate ethics considerations its effect on Corporate
Governance practices and its effect on organizational
performance. Third, variable corporate ethics
considerations directly affecting organizational
performance.
From Table 3 and Figure 1 it can be concluded that among
the three paths, the second path, namely the influence of
corporate ethics considerations on Corporate Governance
practices, as well as its influence on organizational
performance is the best path. This is because the value of
the coefficient of the second path has a value greater than
the value of the coefficient on the first path. In the first
path, corporate ethics considerations positively and
significantly affecting Corporate Governance mechanisms
with coefficient value of 0.558, as well as Corporate
Governance mechanism has a significant positive effect on
organizational performance with a coefficient value of
0.270. In the second path, corporate ethics considerations
has a positive effect on organizational performance with a
significant coefficient value of 0.654, and Corporate
Governance practices has a significant positive effect on
organizational performance with a coefficient value of
0.314. While on the third path, corporate ethics
considerations have a positive and significant effect on
organizational performance with coefficient value of
0.319.
From the conditions above, in order to achieve positive
and high organizational performance companies should
focus on Corporate Governance practices than on
Corporate Governance mechanisms, although in the
implementation, these two variables must exist or be
implemented together. In the application, the
implementation of GCG through Corporate Governance
practices and Corporate Governance mechanisms, beside
the company notices the variables which should be
considered first, then in the implementation of GCG,
firstly a company should embed / execute corporate ethics
considerations which supported by all members of the
company. Based on the absence of corporate ethics
considerations followed by all members of the company,
followed by positive implementation of Corporate
Governance practice and mechanisms, then it will achieve
positive organizational performance.
7. The linkage between the study variables with
previous research
This research is a study on the implementation of GCG in
its relation to organizational performance which is held on
the banking industry. There have been many studies
conducted related to the implementation of GCG by
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including the effect of variable corporate ethics
considerations on performance. But from some previous
researches [1], are done separately, such as research on the
effect of business ethics on performance. On the other
hand one study inserting GCG, but does not include
ethical aspects. This research was carried out by using a
constructs variable with multiple indicators of each
variable. There are several interrelated findings in this
study, such as an indicator in the ethical considerations
which affecting and will be associated with the following
variables associated with the indicator variables which
related and sustainable. As in the corporate ethics
considerations, the most influential is creative mechanism
supported by ethical leadership with checks and balances.
This condition further affecting Corporate Governance
practices and mechanisms that affect these variables are
the protection of the company's shareholders and
stakeholders as well as the presence of a formal
monitoring system, which will ultimately improve
organizational performance positively.

VI. LIMITATIONS OF RESEARCH

This study has several limitations as follows:
1. This study only considers variables corporate ethics

considerations influence on organizational performance
through Corporate Governance practice and corporate
ethics considerations influence on organizational
performance through Corporate Governance
mechanisms. Thus to see the direct influence of
corporate ethics considerations on organizational
performance. This research has not linked a direct
relationship between the Corporate Governance
practices with Corporate Governance mechanisms.

2. Target object or scope of this research is still limited,
only in the banking sector. So that research results are
concluded only be used for banking and cannot include
the type and scope of other company or businesses
with different levels. There are many banks that are
involved in it, such as commercial banks, non-foreign
banks, joint venture banks, and foreign banks. So that
the results which can conclude certain types of banks
can still be seen.

3. In addition the target of the banking sector could still
be done on a wider scope, as in other service
companies, or even at manufacturing and other types of
businesses.

4. Because of the results of research conducted by the
OECD turned out that companies which have
implemented GCG is still limited to the large scope of
businesses or large companies, and not all are willing
to become a member of the OECD. It is expected that
the next research object can be extended, so that it can
represent the scope of more complex business
organization.

5. Respondents of this study is limited to the managers,
not include other stakeholders such as shareholders,
customers, policy-makers, the Board of
Commissioners, Board of Directors, and the Audit

Committee. So the results are less representative for
respondents from wider stakeholder.

VII. CONCLUSION

1. Corporate ethics considerations with the indicators
consisting of: legitimacy, checks and balances, capital
raising, creative mechanisms, and ethical leadership
directly affects organizational performance.

2. Corporate ethics considerations directly affect
Corporate Governance practices, and influencing
organizational performance through the practice of
Corporate Governance.

3. The indicator that most influence on ethical
considerations is creative mechanism that is supported
by the presence of individual leadership ethics and the
existence of checks and the balance done by the
company. Creative mechanisms which include: the
existence of the introduction of managerial efficiency,
aid in the development of direction and strategy,
introduction of the system in management. Managers
who have been introduced in efficiency, aid in the
development of direction and purpose, and strategy of
the company, the introduction of system in
management, will better understand their work in
carrying out the rules and the implementation of
Corporate Governance practices positively in order to
achieve positive and higher organizational
performance.

4. Corporate Governance practices affect organizational
performance. Factor/indicator that most affecting
Corporate Governance practices is the protection of the
company's shareholders and stakeholders.

5. Factor/indicator that most affecting Corporate
Governance mechanism is a system of formal
supervision. With the formal supervision which
matches with the mechanisms or systems and
procedures, and rules set out in the Corporate
Governance mechanism, will have a significant effect
on organizational performance.

6. Corporate ethics considerations affect the Corporate
Governance practices and Corporate Governance
mechanisms. It is proven that Corporate Governance
practices and Corporate Governance mechanisms
cannot be separated from corporate ethics
considerations. Without corporate ethics consideration,
GCG activities consisting of Corporate Governance
practices and the Corporate Governance mechanisms
will not run properly. With the awareness about the
ethics, thus positive practices and mechanisms of
Corporate Governance that will run in accordance with
the emergence of ethical awareness, and therefore
contributes to positive organizational performance.

7. Organizational performance which steadily increase
and positive is influenced by ethical considerations,
supported by Corporate Governance practices and
Corporate Governance mechanisms. The factor that
most affecting organizational performance
improvement is the ability to obtain external sources.
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VIII. SUGGESTION

1. In the implementation of GCG which is implemented
through practices and mechanisms of Corporate
Governance, cannot be separated from corporate
ethical considerations. The company should first lay a
foundation of ethics on any activity or rules used.

2. The most influential factor in corporate ethics
consideration is a creative mechanism, which in the
implementation is supported by the presence of ethical
leadership and the presence of checks and balances by
the company.

3. In order to get corporate ethics consideration to be
better and positive, the creative mechanism aspect must
be more increased, which includes: bank action on the
promotion of managerial efficiency, formulate
direction and objectives and organizational strategy,
and organizational management system introduced to
the managers and professional managers.

4. Practices and mechanisms of Corporate Governance
affect organizational performance. The factors that
most affecting the Corporate Governance practices is
the protection of the company's shareholders and
stakeholders. Because the average manager is not
implement it entirely and positively, then further
protection efforts of members of the organization need
to be increased, especially managers and leaders
protecting shareholders and stakeholders.

5. The most influential factors on Corporate Governance
mechanisms are a formal supervision system. Formal
supervision should be carried out on: the level of the
shareholding percentage, selection, appointment,
agreements to prevent pressure in decision-making as
opposed to the treaty in an attempt to make a profit.

6. In the implementation, although practices and
mechanism of Corporate Governance carried out
together, but company need to prioritize Corporate
Governance practices first.

7. In order to more increase organizational performance
positively, then the bank should more emphasis on the
capability of the company in obtaining external
resources, such as the support of investors and
creditors. For that a company directs its members to
further enhance the efforts to obtain external resources.
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1. In the implementation of GCG which is implemented
through practices and mechanisms of Corporate
Governance, cannot be separated from corporate
ethical considerations. The company should first lay a
foundation of ethics on any activity or rules used.

2. The most influential factor in corporate ethics
consideration is a creative mechanism, which in the
implementation is supported by the presence of ethical
leadership and the presence of checks and balances by
the company.

3. In order to get corporate ethics consideration to be
better and positive, the creative mechanism aspect must
be more increased, which includes: bank action on the
promotion of managerial efficiency, formulate
direction and objectives and organizational strategy,
and organizational management system introduced to
the managers and professional managers.

4. Practices and mechanisms of Corporate Governance
affect organizational performance. The factors that
most affecting the Corporate Governance practices is
the protection of the company's shareholders and
stakeholders. Because the average manager is not
implement it entirely and positively, then further
protection efforts of members of the organization need
to be increased, especially managers and leaders
protecting shareholders and stakeholders.

5. The most influential factors on Corporate Governance
mechanisms are a formal supervision system. Formal
supervision should be carried out on: the level of the
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agreements to prevent pressure in decision-making as
opposed to the treaty in an attempt to make a profit.

6. In the implementation, although practices and
mechanism of Corporate Governance carried out
together, but company need to prioritize Corporate
Governance practices first.

7. In order to more increase organizational performance
positively, then the bank should more emphasis on the
capability of the company in obtaining external
resources, such as the support of investors and
creditors. For that a company directs its members to
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