Int. J Sup. Chain. Mgt

947

Vol. 9, No. 4, August 2020

The Effect of Green Supply Chain
Management on Energy and Economic
Environment Conditions of Company
Financial Performance

Pranoto', Udin Ahidin®, Ali Maddinsyah®

12Universitas Pamulang, Banten, Indonesia

\my.manuscript03@gmail.com

Abstract— This research intends to find out and
further analyze the influence of the application of
Green Supply Chain Management (GSCM) policy on
energy and the condition of the Indonesian economy
to the company's financial performance and its
implication for the value of the company. The
population of this study was mining and energy
companies in the various sectors of the mining and
energy subsection listed on the Indonesia Stock
Exchange which numbered 13. This study estimated
the factors that influence financial performance and
their implication for firm value. The company's
financial performance is measured by using return on
assets (ROA). Factors that influence ROA used in this
study: debt to asset ratio (DAR), debt to equity ratio
(DER), energy policy ratio, institutional ownership,
exchange rate, and interest rate. The research method
used in this study is quantitative research using
secondary data onto the period of 2010 - 2015. This
study used a purposive sampling method of collecting
data samples and companies that met the sampling
criteria amounted to 12, while the data analysis
method used was the data regression method. Based
on the research results, the factors that influence
financial performance significantly are the rupiah
exchange rate, interest rates, DAR, and energy policy.
Then the variables that affect the company's value
significantly are ROA and the Rupiah exchange rate.
Then Based on the R square value formed, the
independent variable can explain the ups and downs
of ROA of 53.28% and the rise and fall of the
company's value of 48.09%.

Keywords— GSCM, Energy Policy, Environmental

Conditions, Return on assets, Debt to equity ratio (DER),
Debt to asset ratio (DAR), Firm Value.

1. Introduction

Supply chain management (SCM) requires the
integration and coordination of business processes
and strategy alignment throughout the supply chain
for the purpose of satisfying the final customers of
the supply chain a good Energy Policy mechanism
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is needed in carrying out the company's operations,
by applying the principles of Energy Policy. It is
expected that the policies taken are transparent in
accordance with the prevailing conditions, as well
as the operational implementation of company
policies based on the principles of accountability,
accountability, independence and equality. This is
very necessary because unlike an individual
business entity where the owner has full control
over the company's operations, the company in the
form of an open company have a separation of
management and investors, which is considered
feasible because there are many capital owners in
the public company.

Ownership structure is also important to agency
theory and Energy Policy because most agency
conflict arguments are caused by the separation of
ownership and management. Ownership structure is
the distribution of equity which refers to the portion
of planting. One example of the Energy Policy
deviation that has occurred in Indonesia is the case
of PT. Lippo in 2003 and PT. Kimia Farma which
manipulated its financial statements, thus creating
asymmetrical information about management and
shareholders [1].

Based on research conducted by [2] the GSCM
policy taken by a company can affect the value of
the company. Company value is the market value
owned by a company [3]. Every company that has
gone public will have a company value that applies
to the capital market, where if there is an increase
in this value then automatically there will be an
increase in the prosperity or value held by each of
its shareholders [4].

The implementation of financial decisions or
financial policies in a company is strongly
influenced by the availability of company funds
originating from internal financing sources and
external funding sources. Internal funding consists
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of profit retention, while external funding consists
of debt and issuance of shares, [5].

Because in several Indonesian public companies
using sources of capital originating from foreign
investors coupled with production raw materials
that are still imported from abroad, the cost of
capital, and production costs will greatly depend on

changes in the exchange rate of the rupiah against
the US Dollar. Automatic changes in the exchange
rate of the Rupiah against the US Dollar will also
have an impact on changes in Bank Indonesia
interest rates that are used as the basis of investors
or banks as intermediaries in channeling their funds
of companies.

Figure 1. Debt to asset ratio (DAR), Debt to equity ratio (DER), Average Return on assets (ROA), and Mining
and Energy Company Values Various Industry Sectors Mining and Energy Subsectors Listed on the Indonesia
Stock Exchange (BEI) Period 2010 -2015

Determination of GSCM will always be a major
problem of the body of the company due to several
factors both internal and external influencing.
Based on existing phenomena, it can be concluded
that there is a gap between the theories applied to
the mining industry and energy with the empirical
conditions of the mining and energy industries.
Therefore, this study intends to find out more of the
influence  of Energy Policy, Indonesian
macroeconomic environmental conditions, and
GSCM policies on the company's financial
performance and its implications for firm value.
The object of research that will be used in this
study is mining and energy companies listed on the
Indonesia Stock Exchange.

2. Literature Review
2.1 The value of the company

Numerous studies related to impact of GSCM on

companies’ performance in various countries

confirm that due implementation of green
supply chain management enhances
environmental, operational, organizational,

economic and financial performance of the
company irrespective of the country or region.
In terms of financial outcomes, the GSCM-
caused reduction of costs for
material ~ purchasing,

energy

consumption, waste

treatment and waste disposal, attracting new
customers and expanding to new high-margin and
high-income markets, including export ones, will
lead to the significant growth of revenues and
EBITDA. Therefore, owners and management of
companies shall be encouraged to implement
green practices, including GSCM, in everyday
operation of the companies. The value of a
company can provide maximum prosperity to
shareholders if the company's stock price increases.
The higher of stock price, the higher of prosperity
of sharcholders. Company values to include a
company performance indicator that becomes a
calculation for investors if they want to invest in a
company. According to [6], "Company values is
the price that prospective buyers are willing to pay
if the company is sold". The development or value
trends of a company that show developments from
year after year automatically state that there is an
increase in shareholder prosperity.

According to [7], Company values is the market
value of each company which is determined by the
expected return to the stock. Therefore, it is very
important to managers to be able to maximize
company performance so that the company's stock
prices increase. The factors that influence stock
prices are two, namely internal and external factors.
Internal factors consist of earnings per share,
amount to cash dividends distributed among
shareholders, return on assets and the level of risk
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of beta returns. While the external factors are such
as supply and demand for shares in the capital
market, interest rates, currency exchange rates,
inflation, and taxes.

2.2 Green Supply Chain Based On the Circular
Economy

GSCM became an ever growing complex challenge
for organizations in nowadays world scenario.
Suppliers, customers, government, legal defense
organizations are increasingly demanding solutions
and responses from companies that cause
significant environmental impacts in their
production cycle activities Companies in their
operations will surely produce cash flow that can
be used by company managers to finance the
company's operations. The advantages of free cash
flow after all cost are borne. The company has free
cash flow which can usually be used to increase the
prosperity of its sharecholders and the expansion of
the company. But a company manager who has a
small percentage of ownership in a company will
have the urge to think of his own interests
compared to the interests in shareholders, so that
the utilization of the company's free cash flow is
not optimal. This simple thought is called the free
cash flow hypothesis, [8].

This hypothesis has implication for the company's
GSCM, where if the company's dividend payout
ratio levels are high then it can reduce the amount
of free cash flow that can be utilized by managers
in the company. Furthermore, debt policy can also
reduce the effect of the free cash flow hypothesis,
but this debt policy can increase the risk of
bankruptcy if the company does not have good
business planning and strategy. GSCM provides a
range of benefits for companies, such as reduction
of manufacturing, logistics and overall business
costs; profit maximization; environmental impact
(reductions in waste, carbon, energy savings, etc.);
customer satisfaction; brand image improvement;
revenue and market share improvement.

2.3 Financial performance

Profitability ratio is an analysis of earnings and
various elements that make up profits, an important
aspect, because the survival and success of a
company depends on its ability to generate profits.
According to [9] profitability ratios are indicators
that can be used to assess the effectiveness of a
company in using its capital to generate profits or
returns expected by shareholders. In [10] explains
that profitability ratios show the company's ability
to generate profits from its operational activities
such as planning, investing, production, sales, and
so on. According to [11], the profitability ratio is

used to determine the company's performance in
the active use of the company.

2.4 Signaling Theory

In [12] first stated that the company's stock price
will change when there is a change in dividend
payments. With the increase in dividend
distribution provides information (a sign) for
investors that companies in the future have good
prospects. Furthermore, [13] based on economic
theory that is asymmetrical information is one of
the causes of market failure where due to
incomplete information about the two parties
causes one party to be harmed.

Then there are some other researchers suggesting
this, among others: [7], followed by [14-15]
developing a signaling model: which explains the
company's GSCM based on asymmetric
information problems of managers who are well-
informed and outside investors who are poorly
informed. This model is based on the idea that
managers who have good information about the
company will try to convey this information to
outside investors so that the company's stock price
increases. But because there is an asymmetric
information problem, managers cannot just
announce such good information because it can be
the manager of another company to announce the
same thing, which makes foreign investors less
trustworthy. Investors must wait a long time to
prove the truth about the manager's remarks [8].

2.5 Efficiency Market Hypothesis Theory

The concept of efficient capital markets was first
put forward by [16]. Capital markets are said to be
efficient if no one, both individual investors and
institutional investors, will be able to obtain
abnormal returns, after adjusting to risk, using
existing trading strategies. That is, the prices
formed in the market reflect the information that
exists or '"stock prices reflect all available
information". Another expression states that in an
efficient market the prices of assets or securities
quickly and intact reflect available information
about assets or securities.

2.6 Governance and Organization

Various studies have been conducted in connection
with the interaction between the organization and
its environment. There are at least two types of
organizations that can be distinguished according to
the development of various theories about
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organization-environment theories. The first form
is "the weak form" with an emphasis on the
hypothesis, how various organizations respond to
the pressure in their environment (environmental
forces).

The organization ecology theory, which is a
derivation and model on natural selection known in
biology, holds that every organization is part of a
large system that must have the ability to adapt to
survive in its competitive environment. According
to [17] this perspective gives emphasis to the
importance of "structural isomorphism", focusing
on the importance of "conformity" between
organizations "organization-fit" with  the
environment in which the organization is located.
However, this view  acknowledges that
organizational adaptability is limited to nature,
which is summarized in the "organization inertia"
phenomenon. This phenomenon is characterized by
the emergence of internal politics in organizations
and increasing age, size, and complexity of an
organization. Thus, if an organization is unable to
adapt to its changing environment, then in
accordance with the nature of natural law, the
organization will die or die automatically.

2.7 Agency Theory

Much literature about energy policy stems from the
relationship between principal and agent which
then raises agency problems. Agency problems are
generally influenced by the "ownership structure".
When ownership is spread as is the case of the US
and UK, agency problems arise from conflicts of
interest between managers and sharcholders, [18].
First introduced by [9]: Separating the problem of
"Ownership and Control”.

The separation between ownership and control
carried out by managers can lead to acts of
selfishness by managers. When there is a conflict
between management and shareholders, the
company's value is not optimal where there is a
difference between the theoretical maximum value
and the actual value of the company because of
agency costs, [19]. In [20] to argue that ownership
concentration has a positive impact on firm value
because concentrated ownership will minimize
agency cost. According to agency theory, [21],
define agency costs as the amount of costs incurred
relating to structuring, administering and enforcing
contracts (both formal and informal) plus residual
loss. Enforcement costs include monitoring and
bonding costs (formation/binding of existing

relationships), namely several resources spent by
the principal (shareholders/company owners) and
agents (managers) to ensure the running of contract
enforcement. Residual costs include opportunity
loss when the contract is optimal but not
implemented perfectly. So that it can be said that
agency costs cover all costs that refer to contracting
costs, transaction costs moral hazard costs, and
information costs.

2.8 Energy Policy

Based on the strategic perspective of circular
economy, the design of the performance evaluation
in GSCM must align with the 3R principles of
circular economy to achieve sustainable
development. Thus, GSCM should not only focus
on environmental concerns, but at the same time it
should focus on reaching and maintaining
operational efficiency, and focus on the economic,
logistics, operational, and marketing objective.
Therefore, performance assessment is crucial to all
companies in planning, designing, implementing
and monitoring their operations. It is used to
evaluate the efficiency and effectiveness in order to
assess the current situation of the organization or to
benchmark with other companies. Based on the
previous Agency Theory, the concept of energy
policy can be understood. Energy policy must pay
attention to the possibility of a conflict of interest
in principals and agents. But if it can relate to trust
in principals, agents can also be motivated to do
their best for stakeholders to gain a good reputation
in order to reach the market in the future. Agents
should also have external and internal stakeholders’
networks so that shared interests can be fulfilled.
The role of the board of directories whose members
come from outside the company can provide access
to critical resources and to influential parties of the
community to protect the interests in the company
and its stakeholders. In general, energy policy is a
good system and structure for managing companies
with the aim at increasing shareholders value and
accommodating various stakeholders in the
company (stakeholders) such as shareholders,
consumers, workers, the government and the wider
community.

In [22] states that the energy policy system can
differ depend on the mechanism of the company
owner influencing the manager. Managerial
ownership is share ownership owned by
management (agents) in a company, [23], found
that managerial ownership succeeded in becoming
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a mechanism to reduce agency problems by
managers by aligning manager's interests with
shareholders. Their research found that the interests
in managers and external shareholders can be
combined if share ownership by managers is
enlarged so that managers will not manipulate
profits for their benefit.

GSCM theory explains the policy of composition
of capital sources (internal and external) which
aims to increase company value and according to
[24], optimal GSCM as mentioned in mechanics
industry [25] is a GSCM that can minimize the
company's capital costs, but there is no optimal
GSCM can be produced by a company due to many
factors that influence it and it is difficult to predict
it correctly.

2.9 Currency Exchange Rate

The capital market in Indonesia has experienced
globalization where investors who invest their
capital not only come from within the country but
also come from abroad. Each of these investors has
a reference value of the value of capital to be
invested, namely the value of the currency of each
country or the exchange rate or exchange rate.
Currency exchange rate is a comparison of the
value of a country's currency against the value of
another country's currency. Based on the results of
a study conducted by [26] the exchange rate of the
currency is related to inflation and interest rates,
which are some of the variables that become the
calculation in determining the composition of
GSCM policies. The basic theory that underlies the
relationship between inflation, interest rates and
currency exchange rates are two, namely the theory
of Purchasing Power Parity (PPP) and International
Fisher Effect (IFE).

2.10 Interest Rate

All sources of funds used by companies to finance
their projects have a capital cost or an expected
return. The expected return value expected by
investors will be adjusted to the prevailing interest
rate, because these investors want to make a profit.
In [27-30] state that interest rates in the balance of
a market are prices of time, where prices are the
result of returns that equate loans and lending in
economic activities. An interest rate will tend to
rise if the amount of money is less and the demand
for more money. Vice versa, the interest rate will
tend to fall if the amount of money is more or
bigger and the demand for money is less.

3. Methods

The research method used is quantitative. This
quantitative approach prioritizes numbers and
statistics to answer specific research questions or
hypotheses, and to predict that a variable affects
other variables. Furthermore, it is expected that the
results of the analysis and discussion can be drawn
conclusions and recommendations are expected to
be useful for several parties concerned.

The population was used for this study were mining
and energy companies that were listed on the
Indonesia Stock Exchange from 2010 to 2015
totaling 13 companies. The selection of samples in
this study was determined by purposive sampling
with the aim of getting a representative sample
according to the specified criteria.

Based on these criteria, the number of mining and
energy companies listed on the Stock Exchange
and consistently existed during the study period
and generated positive profits (from 2010 to 2015)
of 12 companies.

4. Result and Discussion
4.1 Result

The company's financial performance is measured
by using return on assets (ROA). The factors that
influence the ROA used in this study consist of
economic environmental factors, namely: the
exchange rate of Rupiah against US Dollar, and
interest rates, then the GSCM that is proxied by the
debt to asset ratio (DAR), and debt to equity ratio
(DER), then energy policy consisting of energy
policy ratios and institutional ownership.
Furthermore, the implications for company value
calculated using Tobins-q Value are influenced by
financial performance measured by using return on
assets (ROA) and their determinants, which consist
of: the exchange rate of Rupiah against US Dollar,
interest rates, DAR, DER, ratio board of
commissioners, and institutional ownership. The
population used in this study is mining and energy
companies listed on the Indonesia Stock Exchange
during 2010 to 2015.

4.2 Determinants of Financial Performance
4.2.1 Description of Statistical Data

Before further analysis the estimation of the effect
of the debt to asset ratio (DAR), debt to equity ratio
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(DER), energy policy ratio, institutional ownership,
the exchange rate of Rupiah to US Dollar, and
interest rates on financial performance is proxied
by return on assets (ROA) and its implications for
the value of company companies, it is necessary to
first describe the data description of each variable

used in this study [31-35]. The description of
statistical data consists of mean, median,
maximum, minimum, standard  deviation,
skewness, kurtosis and Jarque-Berra statistics and
p-value. Mean, median, maximum, and minimum
values.

DaR CER

A SUKU_BUNGA
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Sumber: Eviews 8
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Wi rvias 0.180155 0.250000 0.250000 &345.000 -0.100330 0.250000 -3.057700 0.057500
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Figure 2. Description of statistical data

4.2.2 Selection of Panel Data Regression Model

The panel data regression model used in this
research is based on three models, namely:
common effect, fixed effect, and random effect.
The selection of panel data regression models aims
to choose which one will be used in this study to be
analyzed further using paired tests for each model.

4.3 Two Model Pairing Test
4.3.1 Chow Test (Common Effect vs Fixed Effect)

The chow-test is used to select the model used
whether it should use the common effect or the
fixed effect method.

Hy: The model follows the common effect

Hi. The model follows the fixed effect method

If the value of F count (F-test) and chi-square test is
greater than a (0.05), then HO is accepted. So that
the model used is the common effect. However, if
the calculated F value (F-test) and chi-square test
are smaller than a (0.05), then HO is rejected. This
means that the model used is the fixed effect
method.

4.3.2  Langrage Multiplier Test (Common Effect
vs Random Effect)

The Langrage Multiplier (LM) test is used to find
out which model is better. It is better to be

estimated by using the common effect model or by
the random effect model.

Hy: The model follows the common effect

H,: The model follows the random effect model
Based on the results of the test it can be seen that
the probability value, Breusch-Pagan is 0.0000.
Based on that, it can be concluded that random
effects are better than common effect models in
estimating panel data regression.

4.3.3  Hausman Test (Fixed Effect vs Random
Effect)

The Hausman test is done to choose which model is
better, whether using a fixed effect model or
random effect model. This is done after the
previous test.

Ho: The model follows the random effect model

Hi: The model follows the fixed effect method
Based on the results of the Hausman test
calculation shown in figure 2 conclude that the Chi-
Square probability value of 1.0000> alpha 0.05
(5%) HO is accepted, then the panel data regression
used in this study is a random effect model.

4.4 Estimation Analysis of Panel Data
Regression Models

Estimation Analysis of Panel Data Regression
Models as follows:
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Dependent'fariable: ROA

Method: Fanel EGLS (Cross-section random effects)
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Figure 3. Estimation of the factors that influence ROA (Random Effect method)

Based on the best estimation results using paired
test results, the panel data regression model used in
estimating the factors that influence the financial
performance of mining and energy companies in
this study is a random effect model.

4.5 Partial Estimation of the Data Panel
Regression Model

The estimation of factors that influence financial
performance, namely the exchange rate of the
Rupiah against US Dollar, interest rates, DAR,
DER, energy policy ratio,
ownership using a random effect model.

and institutional

Equation:

ROA = 0.199723019588 -
0.00390965819949*DER -
0.0932237145586*DAR -
0.0350242887883*%TAGE _JML_KMS IND  +
0.0861685373258*INSTITUTIONAL OWNERS
HIP - 1.82330766693e-05¥*RUPIAH_ RATE +
1.01877800115*INTEREST RATE + [CX=R]

From this equation, then we test each panel data
regression coefficient that affects the company's
financial performance using the t-test. The t-test is
conducted to determine whether each of the
independent variables used in this study can
significantly influence the company's financial

performance as a dependent variable with an alpha
level o = 0.05. For significant variables each will
be interpreted and compared with the research
hypothesis.

4.5.1  Effect of Debt to equity ratios (DER) on

Financial Performance

Based on the t-test shows that the DER variable has
a negative effect on financial performance (ROA)
with the regression coefficient 3 = -0.003910 but
is not significant, where the probability value is t-
statistic (0.4360) more than o = 0.05.

4.5.2  Effect of Debt to Asset Ratio (DAR) on

Financial Performance

Based on the t-test shows that the DAR variable
significantly influences the negative coefficient on
financial performance (ROA) with the regression
coefficient 4 = -0.093224, where the probability
value of t-statistic (0.0006) is less than a = 0.05
which means. The interpretation of 4 = -0.093224
are that if there is a 1% increase in the amount of
DAR, it will cause a decrease in the size of the
company's financial performance (ROA) of
0.093224%.
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4.5.3  Effect of the Energy Policy Ratio on
Financial Performance

Based on the t-test shows that the energy policy
ratio variable has a negative effect on financial
performance (ROA) with the regression coefficient
B5 = -0.035024 but not significant, where the t-
statistic probability value (0.1415) is more than a =
0.05.

4.5.4  Effect of Energy Policy on Financial
Performance

Based on the t-test shows that institutional
ownership variables have a positive and significant
effect on financial performance (ROA) with a
regression coefficient f6 = 0.086169 with a
confidence level of 95%, where the probability
value of t-statistic (0.0130) is less than a = 0.05.
Interpretation of f6 = 0.086169 is that if there is a
1% increase in the amount of institutional
ownership, it will cause an increase in the size of
the company's financial performance (ROA) of
0.086169%.

4.5.5  Effect of Rupiah Exchange Rate on US
Dollar Against Financial Performance

Based on the t-test shows that the rupiah exchange
rate variable has a negative and significant effect
on financial performance (ROA) with a regression
coefficient f1 = -1.823307, where the probability
value of t-statistic (0.0000) is less than a = 0.05.
The interpretation of f1 = -1.823307 are that if
there is a depreciation of the Rupiah against the US
Dollar by 1%, it will cause a decrease in the size of
the company's financial performance (ROA) of
1.823307%.

4.5.6  Effect of Interest Rates on Financial
Performance

Based on the t-test shows that the interest rate
variable has a positive and significant effect on
Financial Performance (ROA) with a regression
coefficient B2 = 1.018778 with a confidence level
of 95%, where the t-statistical probability value
(0.0213) is less than o = 0.05. Interpretation of f2 =
1.018778 is if there is an increase in 1% in the
amount of interest rates, it will cause an increase in
the size of the company's financial performance
(ROA) of 1.018778%.

4.6 Estimation of Simultaneous Data Panel
Regression Models

Based on the panel data regression coefficient test
using the t-test concluded that the Rupiah exchange
rate, interest rates, DAR and institutional
ownership significantly affect financial
performance. While testing equations for all
variables in the model was carried out using the F-
test. The F test results as seen in figure 3 show the
F-Statistic value of 12.35672 with a probability
value of 0.000000 smaller than o = 0.05. This
means that the variable DER, DAR, energy policy
ratio, energy policy, the exchange rate of Rupiah
against US Dollar and interest rates affect the
company's financial performance (ROA) with a
confidence level of 99%.

For testing for goodness of fit measured by
terminated coefficient (R2) in figure 3, it shows
several 0.532846. This means that variations in
changes in fluctuations in financial performance
(ROA) of a company can be explained by the DER,
DAR, energy policy ratio, energy policy, the
exchange rate of Rupiah against US Dollars and
interest rates with a percentage of 53.28%, while
the remainder is 46, 72% is explained by other
variables outside of this research model. For the
terminated coefficient that is adjusted (R2adjusted)
shows the amount of 0,489724 which means that
after considering the freedom of degrees of the
model used, all independent variables used in this
study can still explain the company's financial
performance of 48.98%.

4.7 Estimation of Panel Data Regression Models
for Each Company

From 12 companies in the random effect panel data
regression equation for each company can be
summarized as follows:

1) Companies that have a sensitivity to
changes in financial performance as
indicated by the greatest return on assets
(ROA) during the 2010-2015 period are
PT. Selamat Sampurna with a total

constant value of [Ci+ 0,199723] =
0,199723 +0,125460 = 0,325183.

2) Companies that have a sensitivity to
changes in financial performance as
indicated by the smallest return on asset
(ROA) during the 2010-2015 period are
PT. Multistrada with a total constant value

of [Cir 0199723 = -0051713 +

0,199723 = 0,14801.
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4.8 Implications for Corporate Values
4.8.1  Two Model Pairing Test
4.8.2 Chow Test (Common Effect vs Fixed Effect)

The chow-test is used to select the model used
whether it should use the common effect or the
fixed effect method. This test is carried out by
statistical test F or chi-square.

Ho: The model follows the common effect

Hi: The model follows the fixed effect method
Based on the results of calculations, conclude that
from the chow-test, it is seen that the probability
values F test and chi-square test is smaller than a =
0.05 (5%), so HO is rejected and H1 is accepted,
which means that the fixed effect model is better
used in estimating data panel regression than the
common effect model.

4.8.2  Test Lagrange Multiplier (Common Effect
vs Random Effect)

The Langrage Multiplier (LM) tests is used to find
out which model is better, is it better to be
estimated by using the common effect model or by
the random effect model. The hypotheses used in
the LM test are as follows:

Ho: The model follows the common effect

H;: The model follows the random effect model
Based on the output from figure 3, it can be seen
that the Breusch-Pagan probability value is 0.0000,
so it can be concluded that random effects are

better than the common effect models in estimating
panel data regression.

4.8.3  Hausman Test (Fixed Effect vs Random
Effect)

The Hausman test is done to choose which model is
better, whether using a fixed effect model or
random effect model. This is done after the
previous test. The hypothesis in Hausman testing is
as follows:

Ho: The model follows the random effect model

Hi: The model follows the fixed effect method

If the p-value is greater than o, then HO is rejected
and the model used is the fixed effect model.
However, if the p-value is smaller a, then HO is
accepted. This means that the model used is a
random effect model. Based on the results of the
Hausman test calculation shown in figure 3 it was
concluded that the probability value of Chi-Square
of 1.0000> alpha 0.05 (5%) HO was accepted then
the panel data regression used in this study was a
random effect model.

4.9 Estimation Analysis of Panel Data
Regression Models

Estimation Analysis of Panel Data Regression
Models as follows:
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Figure 4. Estimation of Factors that Influence Company Values (Random Effect method)

4.9.1  Effect of Debt to equity ratios (DER) on
Company Values

Based on the t-test shows that the DER variable has
a positive effect on firm value of a regression
coefficient B10 = 0.200102 but not significant
where the probability value of t-statistic (0.2873) is
more than a = 0.05.

4.9.2  Effect of Debt to Asset Ratio (DAR) on
Company Values

Based on the t-test shows that the DAR variable
has a positive effect on the value of the company
with the regression coefficient f11 = 0.542816 but
not significant, where the probability value of t-
statistic (0.4959) is more than o = 0.05.

4.9.3  Effect of the Energy Policy Ratio on
Company Values

Based on the t-test shows that the energy policy%
tase variables has a negative effect on firm value of
the regression coefficient $12 = -0.054654 but does
not significantly affect the firm value, where the
probability value of t-statistic (0.9370) is more than
a=0.05.

4.94  Effect of Institutional Ownership on
Company Values

Based on the t-test shows that the institutional
ownership variable negatively affects the value of
the company with the regression coefficient 13 = -
0.422537 but does not significantly affect the value
of the company, where the probability value is t-
statistic (0.5377) more than a = 0.05.

4.9.5  Effect of ROA on Company Values

Based on the t-test shows that the ROA variable
has a positive and significant effect on firm value
with the regression coefficient f14 = 11.74544 with
a confidence level of 95%, where the probability
value of t-statistic (0.0000) is less than a = 0.05.
The interpretation of B14 = 11,74544 is if there is a
1% increase in the amount of ROA, it will cause an
increase in the size of the company value of
11,74544%.

4.9.6  Effect of Rupiah Exchange Rate on US
Dollar Against Company Values

Based on the t-test shows that the rupiah exchange
rate variables has a positive and significant effect
on the value of the company with a regression
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coefficient B8 = 0.000105 with a confidence level
of 95%, where the probability value t-statistic
(0.0498) is less than o = 0.05. The interpretation of
B8 = 0,000105 is that if there is a depreciation of
the Rupiah against the US Dollar of 1%, it will
cause an increase in the value of the company by
0,000105%.

4.9.7  Effect of Interest Rates on Company
Values

Based on the t-test shows that the interest rate
variable has a positive but not significant effect on
firm value of the regression coefficient f9 =
6.168282, where the probability value of t-statistic
(0.4213) is more than o = 0.05.

4.10 Estimation of Simultaneous Data Panel
Regression Models

The F tests results as seen in figure 4 show the
value of the F-Statistic each of the 8.472713 with
their respective probability values of 0.000000,
smaller than o = 0.05, which means that HO is
rejected. This means that the variable DER, DAR,
energy policy ratio, energy policy, ROA, the
exchange rate of Rupiah against the US Dollar, and
interest rates affect the value of companies with
confidence levels of 99%.

For testing for goodness of fit measured by
terminated coefficients (R2) in table 3 shows the
respective numbers of 0.480979. This means that
variations in changes in fluctuations in company
value can be explained by the variable DER, DAR,
energy policy ratio, energy policy, ROA, the
exchange rate of Rupiah against US Dollar, and
interest rates with a percentage of 48.09% while the
remainder is 51, 91% is explained by other
variables outside of this research model. For the
adjusted terminated coefficient (R2 adjusted), it
shows the number of each of them is 0.424211,
which means that after considering the degree of
freedom of the model used, all the independent
variables used in this study can still explain the
company's value of 42.42%.

4.11 Estimation of Panel Data Regression
Models for Each Company

From 12 companies in the random effect panel data

regression equation for each company can be
summarized as follows [36-40]:

1) Companies that have the greatest

sensitivity to changes in value companies

during the 2010-2015 period are PT.

Multistrada with a total constant value of

[C"—l,740437] =0.509372 - 1,740437 = -
1,231065.

2) Companies that have the smallest
sensitivity of changes in the company
during the 2010-2015 period are PT. Astra
International with a total constant value of

[Cf—1,740437] =-0,842814 -1,740437 = -

2,583161.

5 Discussion

5.1 Determinants of Financial Performance
5.1.1 Debt to equity ratio (DER)

Empirical evidence of this study shows that DER
does not significantly affect company financial
performance (ROA) with negative coefficient
signs. This means that the increase in the DER ratio
does not affect the financial performance (ROA) of
mining and energy companies. This is because in
the calculation component of ROA there is no
equity value. Because ROA measures management
effectiveness in outlining in generating profits
through existing assets so that the components that
are calculated is total debt and total assets.

5.1.2  Debt to asset ratio (DAR)

Empirical evidence of this study shows that DAR
significantly affects the company's financial
performance with negative coefficient signs. This
means that the rise and fall of the DAR ratio
negatively affect the financial performance of
mining and energy companies. Increasing assets in
companies by using sources of external capital
without being followed by an increase in income
can cause a decrease in company performance. This
is because companies bear the burden of capital
costs that are higher than the expected return.

5.1.3  Ratio of Independent Board of
Commissioners

The empirical findings of this study indicate that
the percentage of the energy policy ratio has a
negative but not significant effect on the financial
performance of mining and energy companies.

5.1.4  Institutional Ownership
The empirical findings of this study indicate that

institutional ownership has a positive and
significant influence on the financial performance
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of mining and energy companies. This means that
the greater the institutional ownership of a
company will improve the financial performance of
mining and energy companies in Indonesia.

This is in line with agency theory where
institutional ownership can help companies control
the management of the company as a principal,
especially in the utilization of free cash flow owned
by the company so that it can be maximum for
funding projects of companies that have positive
NPV.

5.1.5  Exchange rates of Rupiah against USD

Empirical evidence of this study shows that the
rupiah exchange rate significantly affects the
company's financial performance with negative
coefficient signs. This means that the fluctuations
in the exchange rate of the Rupiah against US. The
dollar will greatly affect the company's
performance.

5.1.6  Interest rates

The empirical findings of this study show that BI
interest rates positively and significantly influence
the financial performance of mining and energy
companies. This means that the greater the BI
interest rate will improve the financial performance
of mining and energy companies in Indonesia.

This study discussed financial performance
supported by previous research, namely, [41-47].

6 Conclusion and Recommendations

The aim is to contribute significantly to the first

wave of empirical investigations related to the

impact of GSCM practices on performance. The

paper also aims to theorize and empirically assess a

comprehensive GSCM practices and performance

mod. This research estimates and analyzes the
factors that influence financial performance and
their implications for the value of the company in
the mining and energy sectors listed on the

Indonesia Stock Exchange during the period 2010-

2015. More specifically, according to the

formulation of the problem, research objectives and

research hypotheses, the research conclusions are
as follows:

1) Debt to Equity Ratio (DER) affects
negatively but not significantly on financial
performance (ROA)).

2) Debt to Asset Ratio (DAR) negatively
and significantly affects financial performance
(ROA)).

3) The energy policy ratio affects negatively
but not significantly on financial performance
(ROA).

4) Institutional ownership affects positively
and significantly on financial performance
(ROA).

5) The rupiah exchange rate against the US
Dollar negatively and significantly affects
financial performance (ROA)).

6) Interest rates affect positively and
significantly on financial performance (ROA).
7) Factors that influence the financial

performance (ROA) of mining and energy
companies, namely: DER, DAR, energy policy
ratio, energy policy, the exchange rate of
Rupiah against US Dollar, and interest rates
jointly to affect the financial performance of
mining and energy companies in Indonesia the
2010-2015 period with a coefficient of
determination or R ~ 2 of 0.532846. That
means that variations in changes in
fluctuations in financial performance (ROA)
can be explained by the DER, DAR, energy
policy ratio, energy policy, the exchange rate
of Rupiah against US Dollars and interest rates
with a percentage of 53.28%, while the rest,
which is equal to 46.72% explained by other
variables outside of this research model.

8) Debt to Equity Ratio (DER) affects
positively but not significantly on firm value.

9) Debt to Asset Ratio (DAR) affects
positively but not significantly to firm to value.

10) The energy policy ratio affects negatively
but not significantly on firm value.

11) Institutional ownership negatively affects
but is not significant to the value of the
company.

12) Return on assets (ROA) affects positively

and significantly on company value.

13) The exchange rate of the Rupiah against
the US Dollar has a positive and significant
influence on value.

14) Interest rates affect positively but not
significantly on company value.
15) Factors that influence the value of mining

and energy companies, namely: DER, DAR,
energy policy ratio, structure of energy policy,
ROA, the exchange rate of Rupiah against US
Dollar, and interest rates jointly influence the
value of mining and energy companies in
Indonesia in the 2010 period -2015 with a
coefficient of determination or R ~ 2 of
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0.480979. That is to say that variations in
changes in fluctuations in firm value can be
explained by the variables DER, DAR, energy
policy ratios, energy policies, ROA, the
exchange rate of Rupiah against US Dollar,
and the rates interest in a percentage of 48.09%
while the rest, which is equal to 51.91% is
explained by other variables outside the
research model.

6.1 Recommendations

1) This research can be developed using more
sample companies by estimating the
determinants of corporate financial
performance and their implication for firm
value based on the grouping of other company
sectors listed on the Indonesia stock exchange.
The results of the study are expected later, we
can find out whether the determinants of
GSCM and their implication for the value of
the company are the same or different between
sectors.

2) This research can also be developed by adding
other internal and external factors, so that we
get more complete information about the
determinants of financial performance and
their implication for firm value.

This research can also be developed by comparing
the financial performance of the implications for
the value of the mining and energy sector
companies for several countries. The aim is to find
out whether the determinants of financial
performance characteristics and their implication
for the value of the mining sector and energy
companies between one country and another are the
same or different.
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