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1L INTRODUCTION

O Mareh 31, 3005, Good Corporme Govennes
(CNEK ) issued regulation mo. SPOIK 02015 conceming
Iplememoten  of Governance  for Rorml  Banks
Governunce needs 1o be implemented  becanse of the
mereasingly complex risks andd challenges faced by Fural
Banks, bath from internal and exsemal parties, Besides,
the implementation of Covermance through indepenident
paftics can  improve the  balince of the  supervisony
functiom eplimally. Commiliee members as mdependent

pomanissioners and inclependent porties maust be free Imom
comflict of interesa (Effendi, 2016)

This stucly was eomducted becanse of differences in
the resulls of weveral researchers. such oz Kangmarona et
al, (2E1EY, il compesate Governance affects the financial
performance of mural hanks. This reseanch is supporied by
Ehom and AL (20070, Halim er al, (2007, Mahmood and
Crrazalin CHMTy, AL et al, (2008, Lassoued (2018), Al-
Malkowd and Pillai (20187, Bosa and Bemini (200187,
Tasbio, ¢t oal. (2018, Almatain aed Cunninsh (2007,
Felicio, et al. (2018), John ond Opechukwe (2008),
Famiagua, et ol (200E). In contrag, mesearch from Bashar
b al. (20085, Chen (A, and Ghafor andd Neviandry
(2018) show that comporate Governance dies nol affect
company performance . The difference with this reseanch
is wsing o gualitalive approach through abservation and in-
tepth interviews for the implementation of  Corporate
Ciovvernonees i the Rural Bank Sidoarjoe Regency. The
wrgency ol the  research, mamely  companics  thal
implement good corporase Governomes, will minimize the
sk of company loss, bedl i serms of bad eredit, and
prevend fraod thal may ocoor doe fo the ahwence of
separution of duties and respoensibilities na company,

IL LITERATURE REVIEW

Regulition mumber SPOIKONNIS  conceming
Implemendaticn of Govemnance for Bural Banks regaires
Rural Banks 1o make onneal reports on  Corporabe
Covernunes 1o the Financinl Serviess  Authonity (0K
The implementation of govermment regulations ot all
aetivities and lewels of the organizagion is on obligntien
thal masl be carmied out by Roral Banks.

Ao Kol Roaks

Rural Banks is o flnoncial nstifetion that carries
mul business activities W collect funids from people who
have excess funcs, then channel them to othes people whio
el fuids o o entrepremeurs whoe ane in need of capital
la expand  their bosiness, People’s Credit Banks in
Inclomesin, mast of which pre companions for MSME
endre preneurs, especially in manzgement, good marketing
wnilegics, @ that the MSMEr business is gelting bigeer
uned e mlvanges|
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A, Micra, Suvall, Wediion Enterprises (MEWEs)

According o data in 2007, MEMEs contnibated i

GDF by &FE and absorbed 2 workforee of 9702 percent in
the same year, As for the definition of MSMEs secording fo
Law nn. 20 Anlicle Ir 20N, namely:

Businesses thal have & net worth of ol meee than Bp.
S0000 D~ (Fifty million Rupiah), excluding Tand and
builifings [or husiness premdses: or that has annoal sles
of or most Bp. SO0 000- (Theee hundred million
Rupiah) are referffl to as Micro-Entrepreneurs.
Businesses that have a mef wonh of more fhan Ry,
SO0 (Fifty million Ruplsh) up io o masimum of
Rp. SOPOCKMY. (Five hondeed  million  Rupiah)
sacluding land and Suildings for business. or have annuil
gales of more than Rp. 30000000 - (Three haindred
millicn Rupiah) up o a mazimem of Fp. 2 500 D046 003
{ Tws ballbom five handred million Buepiah) are referred io
s Small Entreprofiurs.

Businesses thot have a metl wonh of more than R
SR RN - (Five hundsed million Bupiah) wp o a
maximum of Bp. W00 D00 000 - [ Ten Billion Rupiah)
excluding land and buildings for busingss, o have annaal
salex of more than Bp, 2500 000000 - [Two Billion Five
handred milllon Rapauhd op e 6 masimom of B
SO0 O 008 DU - (Fidiy Billicn Rupiah) is refermed 0 25 a
Medivm Entrepreneus.

C. Corponmle Giovermunnoe

The internal control sysiem that s inglemented o

mniEge significant fsks o secune company assets ond
increise long-term sharcholder invesiment value is Enown
ns Cowpornte Govemanes, The notion of Govemancs §s
related o ransparency, accountabiliny, responsibility,
independence, and faimess.

T be Eree from conflict of interest, Barul Banks needs an
imibependend commissicner and other independent parties,
in thix case. the Complionce Division, which ool as
imtemmal andit ondd risk mosagemend and compliance (for
EL'l Rural Banks). An independent commissiongr is o
member of the boand of commissioners who has na
finamial, monagemens, share  cwnership, md  family
relationship with oiher board of commassioners, direclors,
anel contratling sharehishier oo ather relationahip that may
nffect their obiligy 5o a0t independenaly.  Independen
parties are parties outside the Ruemal Bangs thal ane ned
relaed b0 fimoece, moskgemend, share ownership, oncd
family relaticnships with other boand of commissioners,
Eirectors,  and  condrolling - sharcholders or - other
refationships - that  may  aflecs  dheir  abiliy o ac
independently. Adconting te (K Regulation Number
HPOIE AN S,

1. METHCHD
This  stucly’s research methed  mes o gqualittive
npproach. nomely research bised oo phencmennlogy and

L]
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haminism, anid other philosophies such as empiticism,
ichealizm, and humanism (Bungin, 20075,

The vhpect ol kit mewanch is 5 RBural Banks in
Siclears Regeney, East Jiva, The infommamnis in fhis sudy
were Lhe munagement and emplovee: of the People's
Credit Bank . Methods of data callection with in-depth and
praclual imerviews, pamicipsory  obseevazion, and o
ypuestionmiire guide m comchicting mlerviews, The. data
analysis pechnigues assd were observation and interviews
wilh infrrmants. The informangs were the Rural Banks,
including  the Boand of  DNreclors, the Boud o
Commanissioness, [nvifepe ke Conninissioners,

Independent  Parties; and all those  relsted W0 the
mnnagemend of Rusal Banks in Sidoarjo Regency
IV, RESEARCH RESULT
Based  om imderviews  thmough o compiled

puesdionnaine, it s known that oll of the Rural Bands

sucied belorg o KUT Boml Banks KU dies not meed

I have a3 Bemunerabin angdl Memanmation Commitlee,

Andit Commigtes, Risk Moenitoring Commidies, bat is

replaced by the Exeowtive OfTieer (BCY of Indemal Audia

und B of Risk Management and Compliznce. All forms
of peecaintability reports. especially these prepared by the

Board of Commissioners, are conducted every semester

and wre reponied o masimaim of one monah afier the el of

the semester. The People's Oradit Bonk also has work
puidelines snd procedures for all pars, inchafing work
ethics, working hours, o5 a fom of dmespasency,

Directars who serve musl meed the mmimum cntena of

passing 12 and have o cemtificate of the certificate, piss

Fit onl Propeny.

QUK party condacts amdils related o Governance ad

least pnee a year. The measumement indicalors related 1o

Cood  Corposate Governance ane distributed w0 Buml

Banks, namely:

I; Transparency, relating o the disclosare of both
financial informuatiom  onad  the resuls of company
operilions;  company  abjectives,  disclsure  of
members of the boand of commissioners od il
incoyme exmed; Disclisure of risk factors will come
concerming crecdil sk mamagement, opermbional sk
mmagement, and  complinnce sk management;
Carporate povernince drocture and policies; There ix
o stambend oudid reporn; as owell as snnual - aedics
condueted by independent mdinors,

1, Accountzbility, reluting to individual accouniability,
hath superiors, sabordinntes, sathorized pamies, and
assipniments from the sathorities; Team sccountability,
namely joind peccantability in werking groups relaied
ix fhe performanes  achieved,  and  corporale
socoudabalily, namely corporate  asccountabilily in
perfarming it mle ax a business enbily.

1, Responsbility can be scen from compliance with lows
and regulations: the exigence of purinerships with all
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stukehodiders folhowing  stabory  limins and - soond
bansines s eflacs;

. Independent, which means  being  independent  in

performing wsks el making decisions, which are
carned ool dlependently; in carrping ool ks
accomding fo the provizions of the applicable Tows and
GOG principles, amd thene are no partics allowed 10
imterfere in company affzirs opiside the company’s
CIEIE.

Fairness means: the prpcess anid procodure of the GMS

musl reoeive egual treatment, Tor all shaeholders,
secording  fe ghe  composition  of  shareholders;
miembers of the board of commissiners and direciors,
as well 2 muonzpers, must disclose any inferest owed
i transactions or righds thas affect the company, o
prevent comflicts of infterest [EMendi, 2006: 11-15),

This reseanch ala shoaws that the Bural Banks has
camledd oot o planning  fenction in e form of - seking
company  operational argels and emploves perfonmance
fargets. The manppement function 5 melaed 00 work
griichebines and moles For &l divisions. including work ethics,
working hours, and meeling regulations. The superasory
function is in the form of a clear separation of dutics and
responsibilities, for example, between the. Boand of Dbrectors
i the Board of Commrissioness, so that there 15 po Canflict
of Ieress. Coneerming the control function, Rural Banks hos
curried  pul. mooline  infemal  modids oand provided
recomamendaions an oy sudit fndings and improvements in
the fubure do reduce the nsk of fraoad. The rale of the audil
commuiltes in evaluating the planning and implementation of
s and monisering the foadlow-up s audin sesulis has gone
well, secording 1o rescarch [rom Supeno and Islmi (2009,

Thas research 1% in e with Anfs (20205 research on
T, Brantas Abipriys shows thol the company hias camied
oall evaluation and nssessmen, both inernilly and exteraally,
anel has implemenied good corparate Govemance. Likewise,
ressanch froan Hargnti (20097 ghows ahan Buril Banks ARC
has implemented. GOG following ©JK . regulations, even
ihimigh several dhings must b fulfilled in s srganizotionnl
AT,

WV, COMCLUSHON

The exislence of gosd Govermunce is beneficial for
Fural Banke, but v ks mose of an adminisrotve nomre.
Mcconding 10 Bank Perkreditun Bakyat, reporis thal ane
required by the (K make them not foces on carying oul
congpany opertions, specially dunng o panibemic, so tha
their income s nod on larcel: The implemeniation of
Ciowemince does ool necessanly prevend fraod because there
I5 & mesd for synengy with internal audin, 17 the sadin akality is
lacking =0 that it conned provide recommendations 1o the
Comglinnee Depamment, even if the internal conrel is goed,
frae] cone sbll eoour. Comversely, i the intermal aodit ability
in poodd, bud the Comphiance department does nol carry oal
nuddin recommendotions, frowd conld #lso occur,

Ly
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Suggestions  for  policymukers  are  that  repons
relating o Governunce shoukl be simplilied by laking infn
wccoant mangerizl risks =0 thut BPR can imglement gooad
Covernines without aving i redues time 1o rn operations
w thul the company’s survival is maingined,
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