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ABSTRACT 

  

This study aims to test the effect of financial leverage and foreign 

ownership to corporate sustainability with corporate governance as 

a mediation. This study is an empirical  research using secondary data 

in the form of non-financial company data listed in the Indonesia 

Stock Exchange period 2011-2015. Based on the results of company 

sample selection conducted by purposive sampling method, it was 

elected 132 companies or 660 data years of the company. Researchers 

used path analysis in this study using SPSS statistical test tool 

Version 24 with regression. The study applied stakeholders theory 

as the main theory with the support from theory of 

legitimacy. Analysis method used in this research is the path 

analysis by using a multiple regression statistical test lat - 

SPSS Version 24. The results of this study  indicate that  financial  

leverage  have  a  negative   effect   and  significant  on corporate 

governance  and  corporate  sustainability.   While  foreign  

ownership  has no effect on corporate governance but has negative 

and significant influence on corporate sustainability.  Corporate 

governance in  financial leverage   relationships   with   corporate  

sustainability  in  this  study  were  classified   as   

type  no  mediation  as well as  in  foreign  ownership  relationships 

with corporate sustainability, corporate governance variables as the 

type declassification of no mediation. 

  

Keywords:    financial leverage, foreign ownership, corporate governance 

and corporate sustainability. 
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INTRODUCTION 

 

Study about  corporate  sustainability  increasing recent 

decades.  Research   on    corporate  sustainability  has  been   carried 

out   in   several   countries  and   published  in  various  

international   journals   and   national  (Tata & Prasad, 

2015;   Clarke, 2015; Haigh &  Hoffman, 2014;   Klettner, 

Clarke   &   Boersma, 2013; Dauvergne & Lister, 2011; Gray, 2010, 

Aras  & Crowther, 2008;  Adams  &  Gonzalez,  2007,  Hasanah, et 

al., 2014; Supriya, 2013).   Variables   or  dimensions   that   are   used   

in  the research  on  sustainability   was  different,  but   generally 

associated with the element of  disclosure  Corporate  Social  

Responsibility  (CSR)   and   Corporate   Governance  (CG) with 

different dimensions or proxy, 

(Klettner  et.  al   (2014),   Baumgartner   &  Ebner  2010,  &  Sheu  

2007).  

 

In addition to corporate sustainability  (the 

dependent  variable),  researchers  also  chose  corporate  

governance as an intervening or mediation variable.  As for 

the  independent  variables  researchers  selected  financial  leverage 

(FL) and foreign ownership (FO). Corporate governance is a concept 

proposed in order to improve corporate performance through 

supervision ormonitoring management performance and ensure the 

accountability of management to the stakeholders by 

downloading gacu on the regulatory  framework.  Research also 

choose the characteristics of the company (firm 

characteristics) and ownership structure (owneship  structure), such as 

research conducted by Chen et al, 2006; Wei and Geng, 2008; Wu, et 

al, 2010; Janggu, et al, 2014, Suryono and Pratiwi, 

2011; Imam and Malik, 2007; and Fan, et al, 2007, which conducts 

research about the ownership structure, characteristics of the 

company, corporate governance and corporate sustainability.  
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In this study the characteristics of the company's proxy for financial 

liabilities (financial  leverage).  Financial  leverage  hosen by the 

researchers  as  the  independent variable  since these variables are 

part of a business strategy that is seen to 

affect sustainability.  Likewises  structures are at 

possession (ownership stucture)  are  also  seen  as  having an 

influence on the sustainability  of   the   company,   especially with 

the  issuance  of  Presidential Decree  No. 39 of 2014 on the List of 

Closed Business Fields and Opened Business Fields with 

Requirements in the Field of Investment.   

 

Based on the above, the  researcher is  interested  in studying the 

effect of direct and  indirect  financial 

liabilities (financial leverage) and ownership by foreigners 

ownership)  to corporate sustainability   with  corporate  

governance   intervening variables. 

  

LITERATURE REVIEW 

Stakeholder Theory 

 

Stakeholder theory (Freeman, 1983) explains that the company is not 

the only entity that operates for its own account but must provide 

benefits to its stakeholders, Healt and Norman (2004). The existence of 

a company is strongly influenced by the support provided by the 

stakeholders to the company (Chariri & Ghozali, 2007). 

Stakeholder theory in this study is a play theory (main theory). This 

theory  will be used to  examine and  clarify the 

political  relationship  connection,  specific  assets,  leverage  and foreign 

ownership   to   corporate governance  and  corporate  sustainability.   

 

From  the  definition and  explanation  of the theory of 

stakeholders it is clear that the essence of stakeholder 

theory  is  emphasizing the importance of corporate relations for 

internal and external groups who have a legitimate claim on the 

company, Gossy (2008). 
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Theory of Legitimacy 

 

Legitimacy legitimacy theory or theory (O'Donovan, 2002) focuses on 

the interaction between companies and communities. In this study 

this theory is a supporting theory. Basically the legitimacy theory 

holds that that organization is a part of society and should be 

watched social norms for conformity to social norms can make the 

company more legitimate (Gray, et al., 1996). 

  

Financial Leverage 

 

Financial leverage in the context of this study is defined as the extent 

to which companies take advantage of borrowing money.   Capital 

structure selection was a hard choice becausehigher leverage can 

lead to the risk of bankruptcy.   However, this does not mean that 

the financial leverage is always bad.   Financial leverage can increase 

shareholder return on investment and can also provide tax 

advantages associated with the loan.   Therefore, financial 

leverage decision is something that is important and companies can 

use a particular combination of debt and equity to finance its 

operations (Gill & Mathur, 2011).  

 

In financial management, leverage is the use of assets and 

resources (Sources of Funds) by companies that have fixed costs with 

a view to increasing the potential profits of shareholders. The use of 

sources of finance companies, both of which are a source of 

financing short-term and long-term financing sources will lead to an 

effect commonly referred to as leverage. 

 

Foreign Ownership 

 

The structure of company ownership is an indication of corporate 

governance. The relationship of ownership structure to firm 

performance was initially introduced by Berle and Means in 1932 

where they hypothesized that there was an inverse relationship 

between share ownership and company performance. This is in line 
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with the results of research Mintzberg (1983) in Pathak et al. (2012) 

which indicates that the higher the owner's involvement and the 

more concentrated their ownership, the greater their power to 

influence the company. This statement confirms the importance of 

ownership in performance. The ownership structure is an important 

component of the corporate governance system, Delios and Beamish, 

(2002) explain that the structure of foreign ownership is an 

important strategic decision in multinational companies. This means 

that foreign ownership in the ownership structure reflects the level 

of control over the firm's resource commitment, investment risk and 

resource requirements (Delios and Henisz, 2000). 

 

Corporate Governance 

 

Corporate governance can be defined as a process and structure 

used by the organs of the company (shareholders / capital owners, 

commissioners / board of trustees and directors) to increase the 

success of the business and corporate accountability in order to 

create shareholder value in the long term by taking into account the 

interests of other stakeholders, based on legislation and ethical 

values (Sutedi, 2011). 

 

Corporate governance is a concept that is critical to the performance 

and success of a company (Stuebs and Sun, 2015). The issues 

surrounding corporate governance is not only related to business 

and economic issues, but also deals with social and political 

issues (Jang, 2001). Corporate governance is very helpful to 

encourage transparency and accountability on the part of the 

business community. This gives the community an overall 

advantage because of the influence of transparency and 

accountability in both the public and private sectors. 

   

Corporate Sustainability 

 

According to Elkington (1997), sustainability is a balance 

between people-planet-profit, known as the concept of the Triple Bottom 
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Line (TBL).  Sustainability lies at the  junction  between  the three 

aspects, people – social –environment, planet and economic profit. 

Therefore, according to Elkington, the company should be 

responsible for both positive and negative impacts on the economic, 

social, and environmental aspects.  

 

Understanding sustainability above is not much different from the 

definition put forward by Ameer and Othman (2012) which states 

thatsustainabilty is a concept related to the impact or influence of real 

action on ecosystems, communities and the environment in the 

future. Concerns about the impact of those referred to in the above 

definition should be reflected in the strategic planning 

of corporate sustainability. 

  

CONCEPTUAL FRAMEWORK AND HYPOTHESIS 

 

Conceptual Framework 

 

Variabel-variable in this study is built on the theory 

of stakeholders (stakeholder theory) as the main theory and the theoryof 

legitimacy as a supporting theory. This study puts Corporate 

Governance (CG) as an intervening variable that connects 

the independent variable. Financial Leverage and Foreign 

Ownership Corporate Sustain-ability dependent variable. In this study, 

researchers chose two independent variables mentioned above 

because it is relevant to the conditions and phenomena that 

development in the business world, especially in Indonesia today. 

 

Hypothesis Development 

 

The direct effect Financial Leverage on Corporate Governance. 

 

Financial leverage is a tool to measure how much a company depends 

on the lender to finance the company's assets. Companies that have 

a high degree of leverage means heavily dependent on external 

borrowings to finance its assets. While companies that have 



 
Qualitative and Quantitative Research Review, Vol 2, Issue 3, 2017 
ISSN No: 2462-1978  
eISSNNo:: 2462-2117 

139 
 

a lower level of leverage more finance its assets with its own 

capital. Thus the level of leverage the company described the 

company's financial risk level. 

 

Watts and Zimmerman, 1990) in (Scott, 1997) suggests that the 

higher the leverage, most likely the company will experience a breach 

of contract debts, then the manager will seek to report higher profits 

now that will reduce the chances of the company violating debt 

agreements. On the other hand, the researcher is of the opinion that 

the company that will propose the loan facility at the financial 

institution (Bank) will be through a series of procedures and 

requirements, including the requirement of the implementation of 

corporate governance become one of the elements considered by the 

bank as creditor. Also with the loan company will encourage the 

management of the company to manage the company well and 

professional, so that existing loans or obligations can contribute 

optimally and be able to provide a higher rate of return than the cost 

of interest paid. In other words, financial leverage will boost the 

company's management in managing the company so that the 

company can complete its financial obligations to creditors smooth 

and timely manner to maintain the trust and reputation of the 

company. Thus, financial leverage seen as a direct effect on corporate 

governance. 

 

Based on the above description then the proposed hypothesis as 

follows: 

 

H 1:   Financial Leverage have  direct influence on Corporate Governace. 

  

The direct effect Financial Leverage on Corporate Sustainability 

 

Financial obligation or debt of the company is something that can not 

be avoided even constantly found in the financial statements not 

only on the company's financial difficulties but also on the 

company's financial condition is normal. Their financial obligations 

(debt) on companies is not always show or interpreted that the 
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company is in financial difficulty (financial distress), but can 

only exist in the company's financial loan as part of a policy or 

strategy in managing its cash flow to maintain or improve 

performance finances in the context of business continuity or in 

other words to maintain the viability of the 

company (corporate sustainability). 

 

Thus the hypothesis is proposed as follows: 

 

H 2:  Financial Leverage havea direct influence on Corporate Sustainability 

 

Effect of  Financial  Leverage  on Corporate Sustainability  through 

Corporate  Governance 

 

Companies in facing global competition will seek to make 

investments in technology, infrastructure, modern product 

development and promotion of products and so on (Odit & Chittoo, 

2008). To make these investments the company requires substantial 

funds. And one of the alternative of choice for companies to meet the 

funding requirements in order not to disturb itscash flow is through 

borrowing on the financial institution or bank. With the investment 

decisions of this kind will have an impact 

on financial leverage. Financial leverage shows the amount of debt used 

to membi financed assets and projects the company is essentially 

intended to encourage the company's performance for the sake of 

continuity and sustainability of the business.Although financial 

leverage has a great risk, especially if the investment is not managed 

properly so as not productive or contribute financially optimal. In 

the business world, companies can take advantage of leverage and 

try to generate wealth for shareholders, still failing companies will 

be confronted with the interest expense and the credit risk 

of non payment of launch and in the worst case could destroy the 

company. Financial leverage is an important component in the capital 

structure and become one of the sources of investment financing for 

companies that need to be managed properly in order to provide 

optimal  benefits  or  contribution to the  company  and  its  
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stakeholders.  In  other words if the financial leverage through good  

governance  will  provide  or  create value  for the company.  Value  

according to Brockett and Rezaee (2013) is to show a performance in  

which  it  contains economic, governance, social, economic  and  

environmental  dimensions.  Furthermore  Koller et al (2014) explain 

that  the  value or the value of the company that reflects the value of 

the  operation,  the value of debt and the value of equity is a measure 

of  Corporate  Sustainability. 

 

Thus based on the above description in the proposed hypothesis as 

follows: 

 

H 3:   Financial  Leverage  effect  on Corporate Sustainability 

through  Corporate  Governance 

  

Ownership Foreign direct influence on corporate governance. 

 

In some studies, ownership structure is seen as an important factor 

affecting company performance. Some empirical research on foreign 

ownership showed mixed results. Hyang et al., (2012) asserts that 

foreign ownership and foreign directors will provide monitoring or 

monitoring independently of management. Management control 

through or by foreign investors has a relationship with the increase 

in corporate value. Similarly, Wu, et al., (2012) explains that with the 

participation of foreign ownership in the company will avoid the 

occurrence of earnings management that will encourage the creation 

of corporate governance. Companies with foreign ownership are 

more often menghadapi problem of information asymmetry due to 

the reasons barriers geography and language. Therefore, companies 

with share ownership foreigners in general are encouraged to report 

or disclose information voluntarily and more widely (Huafang & 

Jianguo, 2007). 

Based on the description above, the proposed hypothesis is as 

follows: 

 

H 4: Foreign ownership has a direct influence on Corporate Governance 
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Direct effect Foreign Ownership  on Corporate Sustainability  

 

Foreign ownership (foreign ownership) that have better resources tend 

to do innovation with better anyway (Diaz-Diaz, et al., 2008). They 

tend to develop new products to create benefits for the 

company. Benefits for the company, including competitive 

advantage that can support the sustainability or continuity of the 

company's business. Furthermore, the presence of foreign ownership 

or foreign directors in the company will provide independent 

oversight of the management company (Hyang, et al., 2012). In 

relation to stakeholder theory, the company's performance will tend 

to increase if there is good oversight within the company. Based on 

the above short description, the hypothesis is formulated as follows: 

 

H 5: Foreign ownership has a direct effect on Corporate Sustainability. 

  

Effect of Foreign Ownership on Corporate Sustainability through 

Corporate Governance. 

 

Delios and Beamish (2002), explains that the foreign ownership 

structure is an important strategic decision in multinational 

companies. The existence of foreign ownership (foreignownership) in 

the ownership structure reflects the degree of control of the 

company to the enterprise resource commitments and investment 

risk (Delios & Henisz, 2000). Foreign companies generally have 

ownership structures that can minimize transaction costs arising 

from the risk of uncertainty (Hennart, 1991, Anderson & Gatignon, 

1986 in Ando, 2012). Thus the presence of foreign ownership in 

multinational companies will encourage improving company 

performance in building the company's survival. In other words, the 

presence of foreign ownership tends to encourage the building of 

corporate sustainability through good governance. Based on the 

above description, the hypothesis is proposed as follows: 

 

H 6:        Foreign ownership Effects Corporate Sustainability 

through Corporate Governance 
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The direct effect of the  Corporate  Corporate 

Governance  Sustainability 

 

Kraft of corporate governance  among others stated  by 

Shleifer and Vishny (1997), which states that corporate 

governance related by means or mechanisms to convince the owners 

of capital in obtaining return on investment to have been 

planted. Companies that implement good corporate 

governance practices will provide quality financial reports to 

investors so that the credibility of those statements is increased. The 

credibility of the increased financial statements will increase investor 

confidence so that stock prices also increase. Therefore, it can be 

predicted that the better the corporate governance practices adopted 

by an enterprise the higher the value of the company. And the 

higher the value (value) of the company, the company is 

increasingly sustainable, because the value is formed from the value of 

the operation, the value of debt and the value of equity (Koller et al., 2010 

& Koller et al., 2011). 

 

Based on the above description, the hypothesis is proposed as 

follows: 

 

H 7:  Corporate governance has  direct  influence  on  corporates 

ustainabiliy. 

 

RESEARCH METHODOLOGY 

 

Research Design 

 

This study aims to examine empirically the effect of financial 

leverage and foreignownership to corporate sustainability through 

corporate governance. The main design of this research is explanatory 

research (explanatory research) is research that attempts to explain the 

phenomena (Neuman, 2014; Jogiyanto, 2007). In this study the 

researchers tried to establish a causal relationship between one 
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variable with another variable. The  variables  in this study were (a) 

The independent variables consist of financial leverage and foreign 

foreign  ownership,  (b) an intervening variable (mediation), 

is corporate governance, and (c) the dependent variable is 

the corporate sustainability. 

 

Population and Sample 

 

The population in this study is a non-financial companies listed on 

the Indonesia Stock Exchange from 2011 - 2015. The population of 

this research focused on non-financial companies since most 

financial companies are under special supervision of government 

finance authority which limits the company's accounting practices 

(Pucheta, et al., 2014).   The sample in this study determined 

using purposive sampling  method, the sampling technique to 

consider or to certain criteria (have now and Bougie, 2013). Based on 

the company's sampling criteria are eligible to be used as a sample in 

this study was 132 companies from years 2011-2015. 

  

Types and Data Sources 

 

The data used in this experiment is a documentary data in the form 

of financial statements of companies listed on the Indonesia Stock 

Exchange period 2011 - 2015. While the source of the data used in 

this research are secondary data from the figures in the company's 

annual financial report obtained from www. idx.co.id. 

  

Data Collection Method 

 

Data collection methods used in this study is the observation 

method, the method of data collection through the surveillance of 

the financial statements of companies listed on the Indonesia Stock 

Exchange in the period from 2011 to 2015. 
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Operational Definition and Variable Measurement 

 

Financial Leverage 

 

In its simplest form, the financial leverage is defined as the amount of 

debt used to finance the company's assets and projects (Odit & 

Chittoo, 2008). At the time of the Great Depression in the 1930s until 

the 1940s, financial leverage is primarily seen as a crime (the 

act wrong). This view emerged because it feels that a large amount 

of debt increasingly cause financial hardship. However, from 

another point of view, financial leverage is seen as an important 

resource for the production of goods and services and to distribus i 

(Odit & Chittoo, 2008). Measurement of financial leverage in this study 

refers to the measurement used Lang, et al., 1996. 

Financial Leverage measured by the ratio of total debt to the bank 

divided by total assets and is expressed in the following formula: 

                                          

                                                       Total Debt (Bank) 

Financial Leverage    = 

                                                         Total Assets 

  

 

Foreign Ownership 

 

Foreign ownership in this study refers to the definition and Thi Duc, 

2013, which defines it as a proportion of the company's shares are 

owned by individuals, legal entities, government as well as the 

status of its parts abroad. 

 

                                                          Total shareholding by fore 

Foreign Ownership       = 

                                                        Number of shares outstanding 
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Corporate Governance 

 

Corporate governance briefly defined by Kajola (2008) as a system 

where companies diarahka n and controlled. 

 

Variable Corporate Governance (CG) in this study was measured 

by the ASEAN Corporate Governance Scorecard (ASCG) Level 1, which 

consists of 185 items of questions, with five key elements associated 

with the OECD principles, namely: Part A: Rights of 

Shareholders (26 items), Part B: Equitable Treatment (17 items), Part C: 

Role of Stakeholders (21 items), Part D:Disclosure and Transparency (42 

items) and Part E: Responsibilities of the Board (79 items ). 

 

Thus the formula for calculating corporate governance are as follows: 

 

                                     Number of Items implemented 

 Corporate Governance = 

                                                                      Total ACGS 

  

Corporate Sustainability 

 

Sustainable is a concept of sustainability that can meet the needs in 

the future present without compromising the ability of future 

generations to meet their needs (Gray et al., 1996).  

 

Pengukuran sustainability in This research is measured by the 

value (value), since the value reflects the value that includes the 

economic dimension  governance,, social, ethical, and the 

environment (Environmental) abbreviated EGSEE.  

 

That sustainability measurement by using value by Koller et 

al, (2010) is on the consideration that the value formed from value of 

operation, the value of debt and the value of equity, meaning that 

all such components in the financial statements may describe 

thesustainability of the future. 
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In this research, corporate sustainability values measured with reference to 

the formula Tobin's Q is used by Gaio and Raposo (2011) and Ficici and 

Aybar (2012) with the following formula: 

  

                              BVA 𝗶, 𝗍 + MVE 𝗶, 𝗍 - BVE 𝗶, 𝗍 

     Q 𝗶, 𝗍 = 

                                            BVA 𝗶, 𝗍 

  

Note: 

              Q 𝗶, 𝗍 = Rated Company 

              BVA            = Book Value of Total Assets 

              BVE             = Value of Equity Books 

              MVE           = Stock Price of Ordinary Shares x Number of 

shares outstanding 

 

Data analysis technique 

 

With reference to the conceptual framework and the framework of 

research that has been stated previously, the method or 

technique chosen for data analysis in this research is path 

analysis (Path analysis) by multiple regression statistical test 

equipment with the help of software SPSS version Two 4. 

  

RESULTS AND DISCUSSION 

  

Descriptive Statistics 

 

For a description of the variables used descriptive statistical analysis 

by taking into account the maximum value, minimum, 

average (mean) and standard deviation. Descriptive statistical tests in 

this study can be seen in Table 1 below. 
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Table 1. Variables and  

 

Variables                  N                    Min      Max      Mean              Std  

                                                                                                      Deviation 

FinancialLeverage     4220,000       56.993    11, 195   10, 788 

 

Foreign Ownership   4220,000       99,090    32,028    31.434 

Corporate  

Governance              42228.108     80,000    50,927    11,070 

Corporate  

Sustainability           422 -4.617    807,882    173,106 137.848 

Source: Data of Sports (2017) 

  

Financial Leverage (FL) shows the standard deviation value of 

10, 788 <a mean value of 11.195 illustrate that the dissemination of 

data for variable financial leverage quite normal.Likewise, the Foreign 

Ownweship (FO) shows the standard deviation value of 31.434 

<a mean value of 32.028 illustrate that the dissemination of data on 

foreign ownership variable tends to normal. 

 

Corporate Governance (CG) showed a minimum value of 28.108 and a 

maximum value of 80,000 with an average of 50.927 and a standard 

deviation of 11.070. This shows that in general the companies listed 

in Indonesia Stock Exchange has administer kelolah companies 

although they are in the range of 28.108 ratio of up to 80,000 from a 

total of 185 items  of Asean Corporate Governance Scorecard(ACGS).  

 

Furthermore, Corporate Sustainability (CS) shows the average value of 

173.106 indicates that the average company listed on the Indonesia 

Stock Exchange has been managed well so as to create value for 

its stakeholders. Standard deviation value of 137.848 <173.106 

illustrates the mean value of the distribution or dissemination of 

data forcorporate sustainability variables tend to be distributed 

normally. 
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Testing Assumptions 5.2 Outliers 

 

Outlier is an observation, case or data that has unique characteristics 

that look very different from other observations and appeared in the 

form of extreme good value for a single variable or variables 

combination (Ghozali, 2012: 41 & Ferdinand, 2005: 142). In this 

analysis of outliers will be evaluated by analysis of multivariate outlier. 

The test results assuming overall outliers can be seen in Table 

5. 2 below. 
 

Table 2 Outlier Test Results 

 
Information   N Outlier Chi-

Square 

Multivariate 

Normality 

Conclusion 

Initial Testing 660 77 25,055 42,456 Not fulfilled 

Remove_Outlier_1 583 78 22,758 10,098 Not fulfilled 

Remove_Outlier_2 505 37 19,363 4,676 Not fulfilled 

Remove_Outlier_3 468 25 17.350 3,769 Not fulfilled 

Remove_Outlier_4 443 21 16.002 2,821 Not fulfilled 

Remove_Outlier_5 422 15 4,099 1.455 Meet 

Source: Processed Data (2017) 

 

Based on test results outlier in Table 2 above, it is known that at the 

time of the initial sample testing obtained about 660 observations 77 

observations and the Mahalanobis Distance is greater than 12.592. 
 

Testing Normality Assumption 

 

Multivariate testing in this study requires the fulfillment of the 

normality assumption. Multivariate testing is done at the time of 

surgery AMOS runs. There are two tests for normality, thenormality 

of univariate and multivariate normality. A data distribution can be 

considered normal if the value of skwenes CR and CR kurtosis value is 

smaller than the critical value tables + 1.96 at the 0.05 significance 

level (p-value 5%). 
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Table 3 Normality Test Results 
 

Variables min max skew cr kurtosis cr 

Financial Leverage 0,000 56, 993 0, 850 7, 131 0, 247 1.036 

Foreign Ownership 0,000 99,090 0.602 5,049 -0.961 -4,029 

Corporate Governance 28.108 80,000 0.268 2,250 -0.538 -2,258 

Corporate Sustainability -4,617 807,882 2,183 18.306 4,890 20,506 

Multivariate         1.388 1.455 

Source: Processed Data (2017) 

The univariate analysis in Table 3 above, shows that there is still 

a variable that has a value of c. r. skewnes and kurtosis is greater than 

the critical value tables + 1.96. It can be concluded that the 

distribution of univariate data is not normal at the 0.05 significance 

level (p-value 5%). However, if analyzed by multivariate testing, it is 

known that the kurtosis of 1,455 cr is smaller than the critical value 

tables + 1.96. It can be concluded in multivariate data distribution is 

normal. 
 

Testing Assumptions Multicollinearity 
 

Multicollinearity test is basically aimed to test whether the 

regression model found strong correlation between exogenous 

variables. A research or research model is said to be good if it has 

low multi-colinearity. Testing multi-collinearity can be based on the 

value of tolerance and VIF ( Variance Inflation Factor ). If the tolerance 

values> 0.10 and VIF <10, it can be understood that there is no 

multicollinearity in the study. But on the contrary if the tolerance 

<0.10 and VIF> 10, it indicates an interruption in the research multi-

colinearities (Ghozali, 2012: 106). The test results multi-rassumptions 

in this study can be seen in Table 4 on the following pages. Based in 

table 4 , it appears that all the good exogenous variables to the 

equation 1 or the equation subtruktur-substructure-2 has a value 

of tolerance > 0 . 10 and VIF <10, it can be concluded that there are no 

symptoms  multi-r. Thus, the assumption multikolineari bag in this 

study have been met. 
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Table 4 Testing Results Multicollinearity 
 

Equation Exogenous variables            collinearity 

Structural   tolerance VIF 

Substructures - 1 Financial Leverage 0.9 12 1.0 97 

Endogenous variables: 

Corp. Governance 
Foreign Ownership 0,972 1.029 

Substructure - 2 Financial Leverage .898 1.11 3 

Endogenous variables: Foreign Ownership .971 1,030 

Corp. Sustainability Corporate Governance 0.875 1,143 

Source: Processed Data (2017) 

 

Testing Causality with Path Analysis ( Path Analysis ) 

 

Untuk predict the relationship between variable exogenous and 

endogenous variables , it can be tested against the hypothesis by 

using regression models doubled in the path analysis ( path 

analysis ) Based on the above path analysis, the following is 

presented k oefisien track standardized structural equation this 

study.   
 

Table 5 Coefficient Line Standardized Value 

 

variable combination 

Koef. 

estimation SE P Information 

FL ----> CG -0 , 122 0, 049 0,013 Significant 

FO ----> CG 0,012 0,016 0.444 Not significant 

FL ----> CS -2 , 420 0 , 621 0, 000 Significant 

FO ----> CS -0.472 0.204 0,021 Significant 

CG ----> CS -1.468 .613 0,017 Significant 

Source: Processed Data (2017) 

 

The estimation results of path coefficient standardized value in table 

5 above menun jukkan following conditions: 
 

Financial Leverage ( FL ) has the effect of negative and significant 

on Corporate Governance (CG). This indicates that the large financial 

leverage of a company will make the company 

moredeclining corporate governance her .  
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Foreign Ownership (FO) or foreign ownership does not have a 

significant impact on Corporate Governance (CG). This shows 

that foreign ownership is less or does not play an important role in 

corporate governance. 
 

Financial Leverage (FL ) has the effect of a negative and significant 

impact on Corporate Sustainability (CS). This suggests that the 

presence of financial leverage in a company would negatively affect 

the sustainability of the company ( corporate 

sustainability ) . Likewise, Foreign Ownership (FO) has a negative 

and significant impact on Corporate Sustainability (CS). This shows 

that foreign ownership has played an important role in the economy 

of developing countries because of increased high enough in foreign 

investment. However, the level of foreign ownership is high enough 

it will lead to more and more companies are not sustainable . This 

condition indicates that foreign ownership (foreign investors) are 

more oriented to short-term interests . 
 

Corporate Governance (CG) has a positive and significant impact 

on Corporate Sustainability (CS). This shows that the implementation 

of good corporate governance will support the creation of 

sustainability of the business of an enterprise. In other 

words Corporate Sustainability would be realized if the company is 

able acted upon by good governance . 
 

Effect of Direct, Indirect, and Total Effect 
 

The direct effect is obtained from standardized beta 

coefficient indicated by the coefficient of paths based on test results of 

t-statistic of each variable. Furthermore, the indirect effect is 

obtained by multiplying the path coefficients indicate a direct effect 

of exogenous variables on mediating variables with the path 

coefficients indicate a direct effect of mediating variables on 

endogenous variables. 
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Calculation of Direct Effect 
 

Pengaruh directly variable in this research can be seen in 

Table 6 below: 
 

Table 6 Direct Effect Research Variables 
 

variable combination Direct Impact 

FL ---> CG -0 , 118 

FO ---> CG 0,035 

FL ---> CS -0 , 1 89 

FO ---> CS -0.108 

CG ---> CS 0,118 

Source: Processed Data (2017) 

Based on the calculation of direct influence in table 5.6 above are 

taken from the estimated coefficient standardized regression 

was obtained by weighting the results between financial 

leverage t erhadap corporate governance at - 0, 11 8 shows the value 

of a negative . Likewise, the weight of the results between financial 

leverage on corporate sustainability by - 0.1 89 indicate negative 

values . It is shortly gindikasikan that the financial leverage of the 

company will negatively affect corporate sustainability. 
 

Calculation of Indirect Effect 

 

P CALC indirect effect is done by multiplying the 

value from each variable , which can be seen in Table 5. 7 below: 
 

Table 7 Indirect Influence Research Variables 
 

variable combination Calculation Results 

FL ---> CS via CG ( - 0, 11 8) x (0,118) - 0.0 14 

FO ---> CS via CG (0.035) x (0,118) 0,004 

Source: Processed Data (2017) 
 

Based on the results of the calculations in Table 7 above result 

variable combinations of Financial Leverage to Corporate 

Sustainability via Corporate Governance has a weight value of negative 

while the result of a combination of variables F oreign ownership of 
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the Corporate Sustainability has a positive value weights. FO higher 

weight value of the weight value FL this indicates that the FO 

greater influence than FL. 
 

Calculation of Influence Total 
 

Calculations performed by summing the total effects values from 

each variable, as that can be seen in Table 5. 8 the following: 
 

Table 8 Effect of Total Variable Research 
 

variable combination Calculation Results 

FL ---> CS via CG ( - 0.1 89 ) + ( - 0.0 14) - 0, 203 

FO ---> CS via CG (-0.108) + (0.004) -0.104 

Source: Processed Data (2017) 

Based on the calculation results in Table 5.8 The total effect 8 on top 

of that is also the result is equal to the value of the standardized total 

effects dip eroleh result of a combination of 

variables F oreign O wnership ( F O ) on Corporate Susyainability (CS) 

through Corporate Governance (CG) has a weight value of –

 0. 203 is large compared to the combination of variables FL to CS 

through CG. According to results it can be concluded that the 

variable FO have more influence me at compared with a variable 

FL . 

  

Calculation of Value Significance Effect of Mediation (Sobel 

Test)               
 

The predictive value of the model can be found in the path analysis, 

however, the amount of significant value measurement model is not 

da pat known. The solution to resolve this problem is one done 

by testing Sobel (Sobel test) which aims to get the significant value of 

the role of intermediary variables in a model. The significant value 

of the role of intermediary variables calculated by multiplying the 

estimated value (estimate) and standard error (SE) d ari a track (Sobel, 

1982). 
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Table 9 Results Calculation Value Significance Testing Indirect 

(Sobel Test) 

  

variable combination Value Standard p value of 

  estimation Error Sobel Test 

FL ---> CS via CG 

-

0 , 122 ; 1,468 0, 049 ; .613 0, 08,435,131 

FO ---> CS via CG 0.012; 1,468 0.016; .613 0.47416362 

Source: Calculations with the help of program statistics calculators 

version 3.0 

BETA (2017), http://www.danielsoper.com/statcalc3/calc.aspx?id=31 

  

Based on calculations Sobel test in Table 9 can be explained as 

follows: 

 

The indirect effect of financial leverage on corporate sustainability has a 

value p-value ( t wo -Tailed probability ) Sobel test of 0.0 84> alpha of 

0.05. Influence of indirect foreign ownership tocorporate 

sustainability has a value p-value ( t wo -Tailed probability ) 

Sobel test amounted to 0.474> alpha of 0.05. 

 

Based on  the  explanation Little, Bovaird and Card (2007: 210) 

distinguishes mediating variables in four types, namely:  full 

mediation, partial mediation, mediation inkonsistent and no 

mediation. Variabel corporate governance in relation to 

variable financial leverage with corporate sustainability in this study 

is a type of no mediation. Likewise, in  relation  variable  foreign 

ownership with corporate sustainability,variable corporate 

governance is classified as a type of no mediation because both have 

value Sobel test> alpha of 0.05.  
 

Hypothesis Testing 

 

Hypothesis testing is done by comparing the p-value with a 

significance level ( alpha) of 0.05. If the p-value < alpha 0.05, H 0 is 

https://translate.google.com/translate?hl=id&prev=_t&sl=id&tl=en&u=http://www.danielsoper.com/statcalc3/calc.aspx%3Fid%3D31
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rejected and H 1 accepted. Conversely, if the p-value > alpha0.05 then 

H0 and H1 rejected. Results of testing the hypothesis in this study 

are summarized in the following table. 
 

Table 10 Results Hypothesis Testing 

 

variables 

Hypothesis Testing 

Results 

H1: FL ---> CG Be accepted 

H2: FL ---> CS Be accepted 

H3: FL ---> CS v he CG Rejected  

H 4 : FO ---> CG Rejected 

H5 : FO ---> CS Be accepted 

H6 : FO ---> CS via CG Rejected 

H 7 : CG ---> CS Be accepted 

Source: Processed Data (2017) 
 

Testing Hypothesis 1 
 

Based on the results of path analysis in Table 10 above, the 

coefficient of standardized beta direct effect of Financial Leverage (FL) 

on Corporate Governance is of - 0, 118 with a value of p-value of 

0.0 13 < alpha of 0.05. This shows that FL had the effect of a 

negative and significant impact on corporate governance . 

  

Testing Hypothesis 2 
 

Based on the results of path analysis in Table 10 above, the 

coefficient of standardized beta direct influence Financial 

L leverage (FL) to Corporate S ustainability (CS) amounted to -

 0.1 89 with a value of p-value of 0.00 0 < alpha 0.05. This shows 

that FL has a direct influence are significant and 

negative towards corporate sustainability . 

  

Testing Hypothesis 3 
 

Based on the analysis of indirect influence in table 10 and the 

calculation of significant value Sobel test in table 5.9 above, the value 

of the coefficient of the indirect influence of political 
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connection to corporate sustainability through corporate 

governance amounted to - 0.0 14 with a p-value of Sobel test at 0 , 

0 84> alpha of 0.05. This indicates that the FL does not have indirect 

influence on corporate sustainability . 

  

Testing Hypothesis 4 

 

Based on the results of path analysis in Table 10 above, the 

coefficient of standardized beta direct influence of foreign 

ownership to corporate governance is equal to 0,035 with a value of p-

value of 0.444> alpha of 0.05. This shows that foreign ownership has no 

direct influence on corporate governance . 

  

Hypothesis Testing 5 

 

Based on the results of path analysis in Table 10 above, the 

coefficient of standardized beta direct influence of foreign 

ownership to corporate sustainability is a value of -0.108 with a p-

value of 0.021 < alpha of 0.05. This shows that foreign ownership has a 

direct negative influence and significant impact on corporate 

sustainability . 

  

Hypothesis Testing 6 

 

Based on the analysis of indirect influence in table 10 and the 

calculation of significant value Sobel test in Table 9 above, the value 

of the coefficient of indirect influence foreign ownership tocorporate 

sustainability through corporate governance of 0.004 with a p-value 

of Sobel test amounted to 0.474> alpha 0.05. This shows that foreign 

ownership has no direct influence oncorporate sustainability . 

  

Hypothesis Testing 7 

 

Based on the results of path analysis in Table 10 above, the 

coefficient of standardized beta direct influence on corporate 

governance to corporate sustainability is at 0,118 with a value of p-
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value of 0.017 < alpha of 0.05. This indicates that corporate 

governance has a positive and significant impact on corporate 

sustainability 

  

DISCUSSION 

 

Direct Effect of Financial Leverage on Corporate Governance 

 

Results of testing the hypothesis 1 (H1) with respect to the effect 

of financial leverage on corporate governance shows that financial 

leverage has a negative and significant impact oncorporate 

governance . The results are consistent with the results of the study 

Watts and Zimmerman (1990) in Scott (1997) which states that the 

higher the leverage , the more likely the company will experience a 

breach of contract debts. Violation of the debt contract is an 

aberration of corporate governance. With the results of this study 

indicate that the leverage does not support corporate governance 

possibility even more likely to damage or interfere with governance 

in the company. In other words, the higher financial leverage, the 

greater the tendency of the company to be in violation of 

governance. 

  

Direct Effect of Financial Leverage on Corporate Sustainability 

  

Results of testing the hypothesis 2 (H2) with respect to the effect 

of financial leverage on corporate sustainability show that financial 

leverage has a negative and significant impact oncorporate 

sustainability . These results support the results Baum et al ., (2011, 

2012) and Alcock et al., (2013) which states that the financial 

leverage significant negative effect on financial performance. 

 

From these results and previous studies as described above, hasill is 

also in accordance with what is stated by Koller et al ., (2014) which 

states that the value of the company formed from the value of the 

operation , the value of debt and Value of equity and these three 

elements is a basic measure of corporate sustainability . Financial 
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leverage is an element of the value of debt because it is not wrong if the 

results of this study indicate that the financial leverage effect 

on corporate sustainability. 

 

Effect of  Financial Leverage  on  Corporate 

Sustainability  through  Corporate Governance 

 

Testing the hypothesis 3 (H3) on the effect of financial 

leverage  on  corporate sustainability  through  corporate 

governance  showed that  financial leverage  does  not have indirect 

influence on corporate sustainability . In other words, corporate 

governance  failed to mediate the effects of financial 

leverage  on  corporate  sustainability . 

 

Direct Effect of Foreign Ownership on Corporate Governance 

 

Results of testing the hypothesis 4 (H4) with respect to the effect 

of foreign ownership on corporate governance shows that foreign 

ownership has no direct influence on corporate governance. The results 

of this study are not in line with the Douma et al., (2006), Díaz-

Díaz et al ., (2008), Gurbuz and Aybars (2010) and Wu et al ., (2012) 

which found that foreign ownership can improve performance and 

quality of corporate profits. And the performance and quality of 

earnings increase due to good governance. 

 

The results of this study are not consistent with the results of 

research and Aybars Gurbuz (2010) which showed that minority 

foreign ownership has a better performance than the ownership of 

the majority of domestic and foreign ownership. Gurbuz and Aybars 

(2010) showed that foreign ownership worse than a majority 

domestic ownership. 

 

Results of the research showed that foreign ownership (of foreign 

ownership) does not affect the corporate governance indicate that in 

general, foreign investors into Indonesia only aim to meet their 

strategic interests for short-term, so the lack of control over 
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corporate governance and decisions another possible they will 

determine the strategic innovation for the company (Díaz-Díaz et al ., 

2008). 

 

Direct Effect of Foreign Ownership on Corporate Sustainability 

 

Results of testing the hypothesis 5 (H5) on the effect of foreign 

ownership on corporate sustainability shows that foreign ownership has 

a negative and significant impact on corporate sustainability. The 

results are consistent but not consistent with Chibber and Majumdar 

(1999), Djankov and Hoekman (2000), Dhar (1988) in Douma et 

al., (2006) and Hyang et al ., (2012) which found that the 

management control through foreign investors and board 

membership tends to reduce the increase in leverage when foreign 

directors representing the private interests of foreign 

shareholders. The influence of moderate due to the concentration of 

foreign ownership has a relationship with an increase in the value of 

the company which is also a reflection of the company's 

sustainability 

 

Effects of  Foreign Ownership  on  Corporate 

Sustainability  through  Corporate  Governance 

 

Results of testing the hypothesis 6 (H6) shows that foreign 

ownership (of foreign ownership) does not have indirect influence 

on corporate sustainability. Or in other words, corporate 

governance failed to mediate the effect of foreign ownership of 

corporate sustainability ( corporate sustainability). 

 

The results of this study are not consistent with the perspective 

of stakeholder theory proposed by Freeman, Harrison, Wicks, Parmar, 

and De Colle (2010) in Harrison and Wicks (2013) which supports 

the existence of a positive relationship between stakeholder 

management and performance of the company, which is almost 

always measured financially. In other words, in the perspective 

of stakeholder theory , returns finances which is reflected in the market 
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value of equity is the most relevant measure of the value created by 

the company. The application of process control and supervision 

both by foreign shareholders are expected to create more and better 

market expectations of the company that will eventually support the 

survival of the company. 

  

Direct Impact  of Corporate Governance on Corporate 

Sustainability   

 

Results of testing the hypothesis 7 (H7) showed that corporate 

governance has a positive and significant influence on corporate 

sustainability . The results are consistent with the results of research 

Aras and Crowther (2008 ) which states that corporate governance 

and corporate sustainability have any connection or 

influence. Likewise Klettner et al., All (2014) whichstates that a 

combination of good governance will create / bring an organization 

in the most effective balance not only for long-term sustainability 

but also to obtain legitimacy from the people. 

  

CONCLUSION 

 

By using sample data of 132 companies listed on the Indonesia Stock 

Exchange period 2011 to 2015, then from the results of this study 

concluded that: 

 

Financial Leverage has a  negative and significant impact on 

the  corporate  governance  and  corporate 

sustainability.  However  corporate governance  failed  to  mediate  the  

relationship  between  financial  leverage  to  corporate 

sustainability. Thus  corporate governance  has no  effect  in mediating  

the  relationship  financial  leverage  to  corporate  sustainability. 

Foreign ownership has no influence on corporate governance and yet 

has a negative and significant impact on corporate 

sustainability. Also the foreign ownership does not have indirect 

influence on corporate sustainability through corporate 

governance. In other words, corporate governance failed to mediate 
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the association of foreign ownership with corporate sustainability 

through corporate governance.  Furthermore,  Corporate Governace has 

a positive and significant impact on corporate sustainability. 

  

IMPLICATIONS 

 

Theory implications 

 

The theory used to construct a hypothesis of this study is not in line 

with the results y ang obtained. This may be due to the public 

understanding always memand ang financial leverage and foreign 

ownership as something negative and opportunistic. 

  

Practical implications 

 

This study can serve as a reference for investors and other 

stakeholders in assessing and see the existence of a company, 

especially from the aspect of financial leverage and share ownership 

structure of the company. 

  

LIMITATIONS 

 

Limitations of this study is that use of financial leverage and foreign 

ownership as independent variables. In addition samples are also 

still limited company listed in Indonesia Stock Exchange so it could 

have the views of the businesses in Indonesia towards financial 

leverage and foreign ownership is not the same as the views of the 

businesses in other countries, particularly in countries of ASEAN. 
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