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ABSTRACT 

 
The objective of this study is to investgate some factors that influence the Islamic financial performance of 
Islamic bank Indonesia. The population in this research uses all Sharia Commercial Banks published by 
Bank Indonesia in 2011-2016. The purposive sampling technique used as the sampling method. A total of 
48 annual reports have been analyzed using circular causation models The finding of this research shows 
that the Good Corporate Governance influence the Profit Sharing Ratio, Zakat Performance Ratio, while the 
Profit Sharing Ratio, Zakat Performance Ratio affected the Good Corporate Governance. The variable of 
Corporate Social Responsibility affected the Profit Sharing Ratio and Equitable Distribution Ratio, whereas 
Profit Sharing Ratio and Equitable Distribution Ratio affected the Corporate Social Responsibility. The 
variable  of GCG  has influenced on CSR and vice versa. This research finding provides managerial 
implications for Sharia banking. The  Islamic financial performance can be used in tesing the ratios which 
are a reflection of business performance, as well as OJK (Financial Services Authority) the Sharia 
Performance Index can be used in making the policy for measuring the Financial Performance.  

 
Keywords: Corporate Social Responsibility, Circular Causation, Islamic Financial Performance, Good 
Corporate Governance. 

 
INTRODUCTION 
 
Islamic banking in Indonesia is currently experiencing a rapid increase in both quantity as well as quality. Since 
Islamic banks operate based on Sharia principles, their characteristics and financial performance evaluations should 
different from conventional banks.  
 
The financial performance of Sharia commercial banks is an assessment of certain standards that can be used as a 
measurements of success for a predetermined goal. In measuring the financial performance of sharia commercial 
banks that are different from secular banks, therefore need tools in measuring performance in accordance with the 
nature of Islamic banks. Hameed (2004) has developed an index which is called the Islamicity index to measure 
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financial performance of Islamic banks. This index can be used to measure the financial ratios which reflect the 
financial performance of Islamic banks. 
Hameed (2004) has developed two indices to measure the disclosure and performance of the Islamic bank, the 
Syariahicity Disclosure Index and the Syariahicity performance Index. 
 
The Sharia Disclosure Index consists of three indicators, namely Sharia compliance instructions, company 
administration instructions, and social/environmental indicators. This index is expected to be a reference for Islamic 
financial institutions carrying out one of the concepts of Good Corporate Governance which is Corporate Social 
Responsibility based on Sharia values. While Sharia performance index is related to the performance of Islamic banks 
which is based on information in the annual report, namely Profit Sharing Ratio (PSR), Zakat Performance Ratio 
(ZPR), Equitable Distribution Ratio (EDR), Director -Employees Welfare Ratio, Islamic Investment vs. Islamic 
Investment, Islamic Income vs. Non Islamic Income. 

 
The concept of corporate governance is based on the Agency theory which acknowledge that there are two interacting 
parties namely administrator as an agent and the owner as principal. In most cases, the administrator (agent) knows 
more about the actual situation of the company than the owner (principal) which might lead to conflict of interest.  A 
conflict of interest between the owner and agent occurs because of the possibility that the agent does not always act 
in accordance with the interests of the principal, thus triggering the agency costs. Therefore, the presence of good 
corporate governance will resolve the problems between the owner and the manager. (Sayidah, 2007). 
 
The debut of Good Corporate Governance in Islamic banks in Indonesia began with the issuance of a Bank Indonesia 
Regulation (PBI), namely, PBI No. 8/4/PBI/2006 concerning the implementation of GCG for Commercial Banks, 
which emphasized the need to implement GCG in banks. This PBI also applies to Islamic banks, which means that 
Sharia banking is obliged to apply GCG principles in the operation of its activities. However, since 2010, PBI No. 8/4 
/ PBI / 2006 no longer applies to Islamic banks. Instead, PBI No. 11/33 / PBI / 2009 concerning the implementation 
of GCG for Sharia Commercial Banks and Sharia Business Units was enacted due to the fact. GCG applicabled to 
Islamic banking must be in accordance with Sharia principles. The implementation of GCG that complies with Sharia 
principles intended in this PBI is reflected in the implementation of the duties and responsibilities of the Sharia 
supervisory board in managing Sharia banking activities (Prasetyo and Indradie, 2009). 
 
In an effort to improve the quality of GCG implementation, Islamic banks are required to periodically conduct a 
comprehensive self-assessment of the adequacy of GCG implementation. In case of insufficient implementation the 
bank can immediately determine the necessary corrective effort to improve with reference to PBI No. 11/33 / PBI / 
2009 concerning the implementation of GCG. The mechanism of GCG used in this study is different from previous 
studies, because the researchers measured GCG through the composite self-assessment obtained by Islamic banks. 
 
According to Choundary (2000), Islamic banks which aspire to fulfil their ideal conception should be more than just 
a business institution that is permitted to optimize profits  but must also play the role in encouraging the creation of 
an economic system which promote fair business activities, applying rules, morals and values that lead to the good 
and benefit to the people. Murwaningsari (2009) stated that social responsibility (referred as CSR) is closely related 
to Good Corporate Governance. Like two sides of a coin, both have a strong position in the business world but are 
related to each other. There are several basic principles of good corporate governance; namelyfairness, transparency, 
accountability and responsibility. 
 
CSR in a Sharia Commercial Bank is one of the components used in the evaluation of social performance of Sharia 
Banks as measured by Community Contributions (KKM) (Setiawan, 2009). CSR in Sharia banking must be believed 
and understood as an integral part in fulfilling consistency with Sharia operational principles of Sharia banking, so 
that CSR programs do not merely comply the obligations mandated by the law,but more importantly, reflect 
accountability to God, society and universe (Al Farisi, 2015). 
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Recently CSR disclosure standards specifically for Islamic banking which are taken from the values of Islam is being 
developed. These standards are adapted to the provision set by the Accounting and Auditing Organization for Islamic 
Financial Institutions (AAOIFI) which were later developed by Haniffa (2002) and Othman, et. al (2010). This 
standard is often referred to Islamic Social Reporting (ISR), thus ISR is the benchmark for the execution of the social 
responsibility of a Sharia bank containing a compilation of CSR items set by AAOIFI. 
 
The development of the ISR index reporting in Indonesia is still relatively slow since ISR disclosure for Islamic bank 
in Indonesia is still voluntary. In addition, there are no specific regulations governing disclosure items in the ISR 
index, in contrast to developments in Islamic countries such as Malaysia, Sudan, Bahrain, United Arab Emirates, 
Kuwait and Qotar, where the ISR index has become part of the reporting of Islamic organizations in the country.  
 
Sharia social reports is obligations and moral laws.  Shari social reports is a strategic tool to establish the reputation 
and public image of Islamic banks for long term survival (Dusuki, A,W,& Dar H, 2005). However, in reality there are 
many Islamic and conventional banks which simply prioritize on the achievement of maximum profit. They should 
include a component of social responsibility in their operations to serve the community as a whole (Ahmad K, 2000). 
One of the weakness of social reporting is presence of cost related to social reports which will reduce the company's 
profits.  
 
However, there are still many Islamic banks that prioritize maximizing profits  similar to conventional banks, despite 
the fact that they should include social responsibility component in their operational activities as the ultimate goal in 
serving the society at large. This idea is inline with Ahmad(2000). The implementation of CSR tends to be responsive, 
short-term oriented, and less involvement with the community. 
 
In view of the obligation of implementing the Sharia GCG, CSR is not just about fulfilling its obligations to the law 
and morals, but also be used as a strategic tool to establish the reputation and public image of the Islamic bank for 
long term survival(Dusuki, A, W, 2005 ). 
 
This study aimed to investigate the relationship of GCG, CSR and Islamic Financial Performance of Islamic banking 
in Indonesia using the Circular Causation Model. Hence, the problem  stated in this research is to examine the 
reciprocal influence of GCG, CSR and Islamic financial Performance in Islamic bank in Indonesia using the Circular 
Causation model. 
 
LITERATURE REVIEW 

FINANCIAL PERFORMANCE 

Hameed (2005) explains that Shariah banks should not only cater to the needs of various sides, but more importantly 
to ensure that their activities are in accordance with Shariah provisions. Thus, it is proper for Syariah banks to issue 
the annual reports to assist stakeholders in assessing their activities. In his study, Hameed (2005) has developed two 
indices to measure the disclosure and performance of the Shariah bank, the Syariahicity Disclosure Index and the 
Syariahicity performance Index. 
 
The Sharia Disclosure Index consists of three indicators, namely Sharia compliance instructions, company 
administration instructions, and social / environmental indicators. This index is expected to be a reference for Islamic 
financial institutions. Islamic banks can use concepts of Good Corporate Governance and Corporate Social 
Responsibility. This concepts are based on Sharia values. While Sharia performance index is related to the 
performance of Islamic banks. .The measurement of achievements is based on the information in the annual report; 
Profit Sharing Ratio (PSR), Zakat Performance Ratio (ZPR), Equitable Distribution Ratio (EDR). 
 



International Journal of Islamic Business | December 2019 |  
VOL 4 ISSUE 2 | Page 1-14  

eISSN: 0127-662X | 

4 

 

MUAMALAH THEORY AND TAWHIDY STRING RELATIONS (TSR) 

Muamalah is a relationship that regulates human and human interactions. Muamalah and business develop along with 
technological developments to fill needs of mankind. The development of business model and muamalah must be 
properly and carefully addressed. In business transaction is not only related to the aspects of benefits and harm, but 
also syara 'law related to the business model or aqad. The reason is that the Muslims have a distinctive and different 
outlook on life from other people. (Abdurrahman and Abdurrahman, 2014). 
 
Muamalah theory has developed rapidly from behavior to civilization, especially after the development of the method 
of Interaction, Integratiom and Evolution (IIE). IIE in the theory of Tawhidy String Relations (TSR) through the 
approach of philosophical thought as a unity of knowledge that philosophically restores science to one whole unit and 
not dichotomic. Unity of knowlegde epistemologically refers to the unity of divine law where the source of knowledge 
is from God the Creator (Chowdhury, M.A., 2000). 
 
GOOD CORPORATE GOVERNANCE (GCG) 

The National Committee on Governance Policy (KNKG, 2006)) defines the concept of corporate governance as a 
series of mechanisms to direct and control a company so that the company's operations run in accordance with the 
expectations of stakeholders. 
 
According to the General Guidelines for Good Corporate Governance in Indonesia. The principles of good corporate 
governance are stated as follows: 

 
1. Transparency  
2. Accountability 
3. Responsibility 
4. Independency 
5. Fairness and equality 

 
CORPORATE GOVERNANCE AND ISLAMIC ACCOUNTING 

Islam has a complete and more comprehensive concept that emphasizes the karmah and taqwa of Allah SWT which 
the strength not to be mired in illegal and dishonest practices in the trust receive (Fatah, 2013). Good Corporate 
Governance terminology is in relation to the hadith of Rasullah SAW narrated by Aisyah r.a "Indeed Allah loves when 
someone does a good work". 
 
Murqorobin (2011: 4) states that good corporate governance in Islam must refer to the following principles: 
1. Tawhid 
2. Taqwa and Rida 
3. Equilibrium (balance and justice) 
4. Benefit 
 
CORPORATE SOCIAL RESPONSIBILITY (CSR) 

A broad definition by the World Business Council for Sustainable Development (Idowu So,2013), a global association 
of around 200 companies specifically engaged in "sustainable development" states that CSR is a continuing 
commitment by the business world to act ethically and contribute to the economic development of the local community 
or the wider community, along with the improvement in the standard of living of the workers and their entire families". 
 
THE CONCEPT OF CORPORATE SOCIAL RESPONSIBILITY IN THE ISLAMIC ACCOUNTING 
PERSPECTIVE. 
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In the perspective of Islamic accounting, corporate social responsibility reporting is in accordance with Islamic 
principles. In the Al-Qur'an, Al-Baqaroh verse 282 Allah SWT instructs humans to be fair and truthful in carrying out 
all trade transactions or business activities. This command emphasizes the importance of accountibility so that all 
contracting parties involved in commerce are not impaired, do not lead to conflict, thus realizing justice. To achieve 
this goal, a witness is needed in a transaction. It can be understood that humans created by God on earth have multiple 
roles and functions; as caliph and as a representative and servant. In carrying out these functions and roles, God will 
hold the accountability for the implementation of the function. In the accountability of human life both as caliphs and 
as servants of Allah undoubtedly cannot be separated from the process of accountability. In other words, humans will 
always be held responsible for all their deeds in the presence of Allah SWT, the Giver of trust, (Harahap, 1997). 
 
MODEL OF RESEARCH AND HYPOTHESIS 

Based on the analysis of the literature review  that examined the influence of Good Corporate Governance, Corporate 
Social Responsibility  to Islamic Financial Performance). The research model and hypothesis are made as follows: 

 
 
DEVELOPMENT OF HYPOTHESES 
 

1. The effect of Good Corporate Governance on Financial Performance. 
Previous research by Klapper and Love (2004); Kaihatu (2006); Acmad (2009); Nuswandari (2009); Pranata 
(2007) Found that the influence of good corporate governance can improve the company's performance as 
measured by: ROE, ROA and NPM, thus the hypothesesis formulated as follows: 

H1: GCG has a significant effect on Islamic financial performance 
 

2. The effect of Islamic Financial Performance on Good Corporate Governance. 
This study used a model where the observed variables are influencing each other Choudhury (1995), Leading 
to the (IIE) interaction, integration and evolution of the variables examined by Choudhury (1989) where IIE 
is a process obtained from specific combinations of science of the models presented by uniting realistic 
conditions, thus the hypothesis can be formulated as follows: 

H2: Islamic Financial Performance has a significant effect on GCG 
 

3. Effect of Corporate Social Responsibility on Financial Performance. 
Previous research by Balabanis, Phillips and Lyall (1998) and Dahlia, Lely and Siregar (2008) found that 
CSR disclosure had a positive and significant effect on financial performance, showed a level of 

 

GOOD  CORPORATE 

GOVERNANCE 

 

CORPORATE SOCIAL 

RESPONSIBILITY 

 

ISLAMIC FINANCIAL 

PERFORMANCE 
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Description Unit 

Sharia Bank registered at Bank Indonesia in 2016 12 

Bank Syariah that have Annual Reports & GCG Reports  8 

Sharia Banks that have not Annual Reports & GCG Reports 4 

Number of years of research 6 

accountability, minimized risk, protected the company's image and served as analytical tool for investors 
and creditors. The relationship between CSR and profitability also become examined, Davey (1982), 
Belkaoui and Karpik (1989), Cowen et al. (1987) found that there is relationship between this variable and 
the research of Bowman and Haire (1976), Preston (1976), so that the hypothesis can be formulated as 
follows: 

H3: CSR has a significant effect on Islamic financial performance 
 

4. The effect of Islamic Financial Performance on Corporate Social Responsibility. 
Every company will try to improve its financial performance, because high financial performance will create 
high trust in expressing its social responsibility leading to a positive response by the investors through 
increasing stock prices, and vice versa. (I Made Dwi Sastrawan, 2016). Ehsan and Kaleem's research (2012) 
found that financial performance has an effect on CSR disclosure. so the hypothesis can be formulated as 
follows: 

H4: Islamic financial performance has a significant effect on CSR 
 

5. The effect of Good Corporate Governance on Corporate Social Responsibility. 
Research by Ratnasari and Pratiwi (2010), Galuh (2011), Distha (2011) found that GCG practices has 
influence on CSR disclosure, thus the hypothesis can be formulated as follows: 

H5: GCG has a significant effect on CSR 
 

6. The Influence of Corporate Social Responsibility on Good Corporate Governance  
 
This research use a model where the observed variables that are related to each other. Choudhury model 
(2005), the IIE will come up,they are; the existence of interaction, integration and evolution. This study uses 
simultaneous equations defined as a model that has a causal relationship between the dependent variable and 
its independent variables, so that a variable can be expressed as a dependent variable and independent in 
another equation. Thus the hypothesis can be formulated as follows: 

H6: CSR has a significant effect on GCG 
 
RESEARCH METHODOLOGY 

This research used a quantitative paradigm with explanatory research design. This research use method of quantitative. 
According to Kerlinger, in Creswell (2003) quantitative method is in the form of a series of variables, definitions or 
propositions that are interconnected and produce a systematic view of a phenomenon by determining relationships 
between variables with the aim of explaining natural phenomena. 

 
POPULATION 

The population in this study are all Islamic Commercial Banks  that  registered in the Indonesian Banking Directory. 
The research sample was taken using the purposive sampling method, which is ype of sample selection that is not 
randomly assign  because of a specific purpose or target (Indriantoro and Supomo, 2009).  
 
The research sample is selected from Sharia Commercial Banks that have been registered in the Indonesian Banking 
Directory and have published reports on Good Corporate Governance and annual reports during 2011-2016. 
 
 

Table 1: Sample Determination 
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                  Source: Data processed from the annual report, 2017 
 
After selecting a sample of the population consisting of 12 BUS, there are 8 BUSs that fulfilled the criteria, while 4 
BUS do not. Therefore only 8 Islamic banks can be used as the samples. The unit of analysis in this study are 48 units; 
8 banks with a span of 6 years namely 2011 to 2016. The research samples are as follows: 
 

Tabel 2:  List of Sample 

 

No Name of Bank 
1 Bank Syariah Mandiri 

2 Panin Bank Syariah 

3 Bank BNI Syariah 

4 BRI Syariah Bank 

5 Bank Syariah Bukopin 

6 Bank Syariah Mega Indonesia 

7 Bank Muamalat Indonesia 
 

8 BCA Syariah 

 
 
DATA ANALYSIS TECHNIQUE 

The simultaneous equation method is used to analyze the data. Simultaneous equations are a set of equations where 
the dependent variable in one or more equations is also an independent variable in several other equations 
(Sumodiningrat, 2007). According to Gujarati (2003) the method of interpretation in simultaneous equations includes 
Indirect Least Square (ILS) and Two Stage Least Squares (2SLS). This study used the two-stage least squares (2SLS), 
is a single equation method with the correlation between independent variables. That’s why it can be theoretically that 
the 2SLS Method is the development of the ILS method.  
 

HYPOTHESIS TESTING 

The technique of data analysis used in this study is the simultaneous equation method. Simultaneous equations are a 
set of equations where the dependent variable in one or more equations is also an independent variable in several other 
equations. This is in accordance with the Circular Causation model, which explains dynamically where each variable  
influences other variables in the study or is called IIE process (Choudury and Mostaque Hasan, 2005). 
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To prove that the hypothesis is true or not, it has to be tested  through the F test statistic and the statistical t test or the 
significance produced from the test. Thus, the result must be determined by the significance level between 90% to 
95%, or the error level between 5% to 10%, and paying attention to the number of observations (n).  

 
RESULTS AND DISCUSSION 

 
Table 3: Research Result Recapitulation 

  

Hypothesis Independence Variable Performance Variable Ho Ha 
Information 

Coeficient 
Sig. +/- 

H1 

Good Corporate 
Governance Profit Sharing Ratio   √ 

Yes 
- -2.013487 

Good Corporate 
Governance Equitable Distribution Ratio √   

No 
- -0.063834 

Good Corporate 
Governance Zakat Performance Ratio   √ 

Yes 
+ 0,00064 

H2 

Profit Sharing Ratio 
Good Corporate 
Governance   √ 

Yes 
- -0.035513 

Equitable Distribution 
Ratio 

Good Corporate 
Governance √   

No 
- -0.067716 

Zakat Performance Ratio 
Good Corporate 
Governance   √ 

Yes 
+ 348.7767 

H3 

Corporate Social 
Responsibility Profit Sharing Ratio   √ 

Yes 
- -0.010611 

Corporate Social 
Responsibility Equitable Distribution Ratio   √ 

Yes 
- -0.061399 

Corporate Social 
Responsibility Zakat Performance Ratio √   

No 
+ 16.28900 

H4 

Profit Sharing Ratio 
Corporate Social 
Responsibility   √ 

Yes 
- -11.14907 

Equitable Distribution 
Ratio 

Corporate Social 
Responsibility   √ 

Yes 
- -1.01649 

Zakat Performance Ratio 
Corporate Social 
Responsibility √   

No 
+ 5.87E-05 

H5 
Good Corporate 
Governance 

Corporate Social 
Responsibility √   

No 
- -0.012114 

H6 
Corporate Social 
Responsibility 

Good Corporate 
Governance √   

No 
- -0.012114 

 
 

Based on the Table 3 above, it can be concluded that H1 the variable good corporate governance on indicators of 
Islamic financial performance variables namely  profit sharing ratio and zakat performance ratio has an effect with 
the highest value of each coefficient of -2.013487 and 0.000669 with significance <0.05 - 0.10, while equitable 
distribution ratio has not an effect with the highest coefficient of -0.063834 with significance> 0.05 - 0.10. The results 
of the study illustrate the implementation of GCG will provide good performance that PSR due to the financing 
provided or distributed does not run the risk of financing. Thus, it can provide advantages or profitability. Increasing 
profitability will improve in terms of paying zakat. 
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Based on the Table 3 above for H2 it can be concluded that the indicators of Islamic financial performance variables 
namely profit sharing ratio and zakat performance ratio affect the  good corporate governance with the highest 
coeficient values of -0.035513 and 348.7767 with significance <0.05 - 0 , 10, while the equitable distribution ratio 
variable does not have a significant effect on good corporate governance with the highest coefficient of -0.067716 
with significance> 0.05 - 0.10. 
 
As a result, for H3 that the variable of corporate social responsibility to the indicators of Islamic financial performance 
variables namely the profit sharing ratio, and the equitable distribution ratio has a significant effect with the respective 
highest coeficient values of -0.010611, -0.061399 with significance <0.05 - 0.10, while the variable corporate social 
responsibility does not affect the zakat performance ratio with the highest coefficient of 16.2890 with significance> 
0.05 - 0.10.  
 
The implementation of CSR is a form of company concern for its external environment for the company's operations. 
CSR is expected to create a sustainable and going concern company. This disclosure of CSR will be able to make 
more value and improve the company's image. A good corporate image will further improve performance through the 
distribution of funding to the community where the Islamic banks implements CSR. However, there is still a 
presumption that the implementation of CSR is a cost center that it will reduce the company's profits. ZPR have not a 
relationship with the implementation of CSR because zakah is an obligation for Muslims.  
 
Based on table 3, can be concluded for H4 that the indicators of Islamic financial performance variables namely profit 
sharing ratio and equitable distribution ratio have a significant effect on corporate social responsibility with the highest 
value of each coefficient of -11.14907 and -1.021649 with significance <0,05 - 0.10. While the variable of zakat 
performance ratio does not affect corporate social responsibility with the highest coefficient value of 0.0000587 with 
significance> 0.05 - 0.10. This result indicate that lower PSR and EDR, will induce user of financial report read "good 
news" company performance. For example in the social sphere, when investors read CSR disclosure reports they are 
expected to continue investing in the company. 
 
Based on table 3,, it can be concluded that H5 that the variables of good corporate governance on corporate social 
responsibility variables have no significant effect with the highest coefficient of -0.164556 with significance> 0.05 - 
0.10. The results indicate that the implementation of GCG in Sharia banks are regulated by PBI no 11/33 / PBI / 2009. 
Thus, Sharia banks must implement GCG periodically. Sharia bank must conduct comprehensive assessment of the 
adequacy of GCG implementation. Otherwise, disclosure of items CSR is still voluntary information, so there is no 
relation between GCG and CSR. Based on table 3, it can be concluded that for H6, the variables of corporate social 
responsibility on the variables of good corporate governance have no significant effect with the highest coefficient of 
-0.012114 with significance> 0.05 - 0.10. 
 
CONCLUSIONS, IMPLICATIONS AND RECOMMENDATIONS 
 
CONCLUSION 
 
The findings of this research indicate that, GCG has a significant effect on the performance of Islamic banks based on 
PSR and ZPR assessment, whereas GCG does not affect the Islamic financial performance as indicate by EDR 
assessment indicators. The results of this study concur with the findings. Klapper and Love (2002), Pranata (2007), 
Nuswandari (2009) which states that GCG affects the financial performance. 
 
It can be clearly seen that CSR influences the performance of Islamic banks based on PSR and EDR assessment 
indicators whereas CSR does not affect Islamic financial performance according to the ZPR assessment indicator. The 
results of this study are in accordance with the finding of Balabanis, Phillips and Lyall (1998), Dahlia, Lely and 
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Siregar (2008), which state that CSR influences financial performance. The company's financial performance is 
usually seen through the company's financial statements and these reports will be used by stakeholders to assess the 
company's performance. Companies with good financial performance is more willing to reveal its social responsibility 
acitivities. Investors prefer companies that disclose information more than companies that do not disclose their social 
responsibilities. 
 
The findings of this study indicate that GCG has no effect on CSR and vice versa. The implementation of GCG in 
Sharia commercial banks is regulated by PBI no 11/33 / PBI / 2009, so that Islamic banking must implement GCG 
and Sharia banking periodically conducts a comprehensive self-assessment of the adequacy of GCG. 
 
IMPLICATIONS 
 
The theoretical implications of this study revealed that previous research as we know not done a study by using the 
Circular Causation approach yet, TSR (Tawhidi String Relations). This research not only answer the research 
questions of the study, but also prove the new finding. In the Islamic perspective, referring to the Al-Quran and Hadith, 
this study is also supported by various theoretical foundations proposed by Hameed et. al, (2005), PBI No.11 / 33 / 
PBI / 2009 on the implementation of GCG for Syariah Public Banks and Sharia business units, Islamic Social 
Responsibility framework set by AAOIFI and Haniffah (2002), thman L (2009). Based on the finding of this study, 
suggestions can be made to stakeholders in the field of Islamic bank in form of managerial implications as follows: 
 

1. For Sharia banking, Islamic financial performance can be used to measure value of company which is a 
reflection of the Business Performance of Sharia banking where they must ensure that their activities are in 
accordance with Sharia provisions. Based this result, the factors that influence or influenced by the Islamic 
finance Performance can be used as consideration in conducting Sharia bank. 

2. For OJK, the findings of this study can be used as input in making policies in measuring financial 
performance using the Sharia performance index where Islamic banks should not only serve the purposes of 
various parties, but more importantly must ensure that their activity is in compliance with the provisions of 
Sharia 

 
RECOMMENDATION 
 

1. The future researcher should be able to improve the results of this research by adding more variables and 
using different testing such as ROA, and ROE. 

2. The future researcher should use broader secondary data and expand the object of research by adding Sharia 
business units and BPRS units 

3. This research is still limited to examining the factors that influence the performance of Islamic banks using 
the Circular Causation TSRwith simultaneous models. It suggested for the next researcher try to use other 
methods, with the scope of primary data as well as adding more variables not included in this model. 
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