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Abstract: This study intends to investigate the effect cbmpany's corporate governance aspects, measutbd bize
of the board of directors, on sustainable growthtae role of innovation efficiency as a moderatingable. The samples
were taken from manufacturing companies listecherindonesia Stock Exchange (IDX) for the 2017-2082r1od using
purposive sampling. There were 44 companies thattmecriteria. The technical analysis used isifldreast Square
(PLS-SEM) with WarpPLS 8.0 software, which is rblafor processing small samples. Stochastic feoranalysis
(SFA) analysis through Frontier 4.1 is used forrtieasurement of innovation efficiency. The resoftthis study show
that corporate governance has positive and sigmifieffects on sustainable growth. Furthermoregvation efficiency
is a moderating factor that can strengthen theénfte of corporate governance on sustainable grdlwthnovel of this
study provides evidence relating to the importasfamanagement in human resources and managemenbwation to
increase the company's productivity through inniovaiefficiency, which has an important role in imasing the
company's sustainable growth.

1 Introduction main components of a company’s corporate goverpance

Nowadays, companies need to have the ability #hich isanimportant aspect of a company’s suatlity
operate their business activities in a challengamgl [14]. The board of directors has a vital role redhto its
competitive business atmosphere, so it is important duties in managing the company to generate prdftiab
consider sustainability aspects in a company'segfia and decide the strategy to maintain the company's
planning to maintain long-term survival, growth,dan continuity [15]. Based on previous research, it ¢en
profitability [1,2]. One of the company’s goalstisgain identified that there are differences in the infice of the
maximum profit, so the aspect of how the company cd0oard of directors on sustainable growth. If tHatrenship
maintain its sustainability to gain profit beconaesrucial between the independent and dependent variables was
concern for the company's management [3]. It besom#iconsistent, then there may be other factors taat
important to know the company's sustainability pemts ~Strengthen or weaken this relationship [16]. .
in the future by considering several aspects. Eutiore, A study by [17] shows that innovation efficiencyas
the topic of sustainable growth as one of the imsémts to Moderating factor between various market distostiand
predict a company’s going concern has become aatrucsustainable growth. Innovation efficiency is defirses the
aspect that management must focus on. Rapid griaveth Ccapability to transform innovation inputs into ivaion
company can exhaust resources, but a slow-growi@tputs [18]. The main principle of efficiency iset
company may show that the resources are not wtiliz&llocation of inputs to produce maximum output katt
effectively [4]. The sustainable growth conceptatites ~Maximum profit with minimum costs can be achievad a
that a company’s growth can maximally increasehé t the company's ability to be sustainable can be taiaied
company’s financial performance can be maintainefl9]. This research was conducted on manufacturing
Sustainable growth reflects the company's asdigatiibn ~ Company objects in Indonesia on a general scaleisand
efficiency and financing strategy, which are allyke €xperiencing problems in maintaining their sustaiiitg
determinants of company performance [5]. Sustagabfiue to the COVID-19 pandemic, as stated in theiposv
growth is a company's financial policy that isimelwith ~ Study [20]. Based on these arguments, this stuesnees
the company's growth, and its concept describes hgw the effects of corporate governance on sustairgroleth
maintaining the existing capital structure withaike and the role of innovation efficiency in moderatitigs
issuance of new legalities, the company can siiiidase relationship. The research questions presentétsiistudy
sales [6]. are: How does corporate governance affect sustainab

Sustainable growth has become a g|0ba| issue and I%OWth’) And how does innovation efficiency modethte
received attention from various researchers araimed relationship between corporate governance andisabte
world, such as [7-13]. Boards of directors are ofighe ~growth?
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2 Literaturereview 2.22  The moderating effect of innovation efficiency

21 Theoretical framework in the relationship between cor porate
Stakeholder theory describes individuals, grougs, o governance and sustainable growth

organizations that have the power to affect théeaement A company’'s sustainable growth is affected by

of an organization’s objectives and/or can be by financial indicators, employees, equity structurasd

the organization [21]. Stakeholders include invessto Other company governance factors that must be deresi
creditors, suppliers, consumers, governments, aMde€n pursuing sustainable growth [30]. The board of
communities that are influenced by the companylirectors, one of the corporate governance facfiays a
Stakeholder theory describes the relationship ketvan central role in internal mechanisms to set stratagpects
entity and the environment in which it operateg f2pthat ©f @ company and monitor its corporate management
the company can operate and become a sustainaBiiectively [31]. Companies must be able to optimize
company. function of corporate governance mechanisms taase

Sustainable growth is a concept where companies 4f§i" sustainable growth by optimizing the useffitiency

able to achieve optimal growth as a sustainablepeoy [N their operations, especially innovation effiggnThe
[23]. Sustainable growth is important and has becam €SSence of efficiency is the allocation of inpetptoduce
major interest for stakeholders and analysts [Z4fe Maximum output so that maximum profit with minimum
company's sustainable growth capabilities play &¢PStS can be achieved and improve the companyity abi
important role in supporting sustainable natiocar®mic be sustainable. Optimal innovation efficiency aacréase

development and long-term business development [25] the company's ability to maintain sustainable growt
Based on these arguments, hypothesis 2 (H2) isdated

2.2 Hypothesis development as below:

221  Corporate gover nance and sustainable growth . -
Corporate governance defines the role of the board  H2- Innovation efficiency strengthens corporate
directors as a leader that has a role in setting tgovernance’s influence on sustainable growth.

organization, protecting a firm by directing itseogtional

activity, and supporting its decision-making [26].2.3 Research model

Corporate governance is a control system applied to The model for this research can be described in the
achieve maximum performance without disserving itequation below (1):

stakeholders, and this implementation will deteemihe

company’s management practices within the company SG =p; DIRECTOR +p; IE*DIRECTOR @)
[27]. In this study, corporate governance was meaku

from the perspective of the board of directors ifsr Explanation:

important role in controlling all aspects of managat in SG = Sustainable Growth,

the company. Boards of directors have an importaetin DIRECTOR = Board of Directors,

strategy identification, which is needed in the isien- IE = Innovation Efficiency.

making process. The board of directors typically
determines  general business management aBd Methodology

sustainability strategies that integrate each dtheupport This research is a causal study to examine fattats
the company’'s goals, which in turn guide operafiongre causing a problem and test the effect of catpor
decisions and strategic matters. governance on sustainable growth and the influesice
In general, corporate governance is the most irapbrt jnnovation efficiency as a moderating factor in the
aspect of a company’s sustainability. A study b®][2 relationship between these variables. The analytica
shows that the board of directors has an impor@atin  technique used in this research was Partial Leqsai8s
enhancing sustainability performance. The role f# t (PLS-SEM) using WarpPLS 8.0 software. The sample of
board of directors in the company can determin®ig- this study included 44 samples collected from
term sustainability because of its role in settihg manufacturing companies listed on the IndonesiackSt
company's strategic aspects. A study by [29] shihas  Exchange for the 2017-2021 period. The data insthidy
board size, as a measurement of corporate governaas \vas secondary data collected from financial statestbat
a positive effect on a company’s sustainable groWte \ere published on www.idx.com and categorized as
higher board of directors can increase the companyuantitative data. The sampling selection useHigstudy

sustain_able growth. Based on these arguments, igist \vas purposive sampling, as below (Table 1):
1 (H1) is formulated as below:

H1. Corporate governance positively influences
sustainable growth.
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Table 1 Sampling selection

Number | Purposive Samplir Total
Manufacturing companies listed ¢n
1. the Indonesian Stock Exchangd54

during the 201-2021 perio
Companies that do not provide the

2. indicator data required in this stugy110)
during the201+2021 perio

Number of samples that meet the crit 44

Year of observatic 5

Total sample in this study during the year (520
observatio

efficiency has a standard deviation score of Owtiich is
smaller than the average score of 0.69, which atdicthat
the innovation efficiency data in this researcleiatively
less varied. The sustainable growth standard dewiatf
0.32 was smaller than the average score of 0.5#&hwh
indicates that the sustainable growth data inrdssarch is
relatively less varied. The data description irs thiudy
shows less varied data for variables, which can be
explained by the fact that this object only inclside
manufacturing companies in Indonesia that haveyfair
similar characteristics.

Table 2 Descriptive statistics

The measurement and operational aspects of vasiabl&/ariables Max. | Min. | Mean Standard
in this study can be explained as follows: deviatior
Board of 10 3 5 1.05
3.1 Sustainablegrowth director:
The sustainable growth rate is measured as belpw (2/nnovation 1 004 l069 | 041
3), @ 21 EfflClgncy
o Sustainable 15 33 1001 | 0.54 | 0.32
SG = ROE x Retention Ratio (2) |Growth
_ NetIncome
RO = otat equiy ®) 42 Mode fit

etained Earnings

Retention Ratio = 4)

Net Income

3.2 Corporate governance

The first stage is to analyze whether this reseattel
complies with the criteria of goodness of fit. Bdsm the
model of fit indicators output that is summarizadiable

The board of directors typically determines general it can be seen that the six indicators usedimstudy

business management and sustainability stratefiats t
integrate each other to support the company’s godish

in turn guide operational decisions and strategadtens.
The board of directors is measured as below (5):

Board of Directors =5, Number of members
of the board of directors (5)

3.3 Innovation efficiency
The moderating variable in this study is innovatios

are satisfying, and it can be concluded that thadenhis fit
based on the significant P value at the 0.05 levethe
three indicators APC, ARS, and AARS. This modebals
has no collinearity issues based on the path cosffis of
the two indicators, AVIF and AFVIF. Another indicatis
the criteria for GoF value = 0.520, which meang the
predictive powers of the model are categorizedaagel
because the value is higher than 0.36.

- Table 3 Model fit

efficiency (IE). Innovation efficiency measuremarges Modelfit Value|Sign Rule ofthumt_|Notet
the stochastic frontier analysis (SFA) method tasoee |A\Verage .
the input-output combination, which is the groseraging |P2th 0.434/P <0.001) P <0.05 Satisfy
revenue of enterprises as the output, then the e |CO€fficient
employees and R&D expenditure as the input. Steichag~\verage R- |5 5-0l6 - 0 001| P <0.05 Satisfy
Frontier Analysis (SFA) is a parametric approach tg2duare
measuring efficiency that considers stochasticenvighe ~|Average _
data. SFA output produces an efficiency scoreéméimge |Adjusted R-10.246/P <0.001| P <0.05 Satisfy
of 0 to 1. The higher the score, the higher thepamy's [Squarec
efficiency based on the input-output fOFmU|atiOI’Cve_rage <5 ideallv<
ariance , ideally< .
processed. Inflation | 944 3.3 7= [satisty
4 Result and discussion Factor
4.1 Descriptive data explanation é‘éﬁ{gg:ri't:m 2120 <5, ideally< Satisfy
Based on the descriptive statistics in Table 2ait be VIE Y& 3.3
seen that the standard deviation score for thedboér Smal> 0.1
directors was 1.95, which was smaller than the ageer |Tenenhaus 0.520 Mediu_m>.0 25 |Large
score of 6, which indicates that the board of doecdata |GoF ' Large > 0 ?;G 9
in this research is relatively less varied. Theoiration ge="o.
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4.3 Explanatory power 5 Conclusions
The next stage is to evaluate the model's explapato5 1  Conclusion
power. Based on the latent variable coefficientt #re Based on the path diagram, the board of direcassah

summarized in Table 4, the coefficient of R-Squaregpsitive and significant effect on sustainable grovt can
determination is 0.270, which shows that 27% of thge seen from the path coefficient of the boardixfotiors
variation of the endogenous variable (sustainatbeth) variable, which is 0.68 positive with P < 0.001atth
can be explained by the exogenous variables cdgporypothesis 1 (H1) is accepted. The board of dirscto
governance (board of directors) and moderatingvation  positively affects sustainable growth. This sigifit
efficiency, while the remaining 73% can be expldiy  effect can be explained by the fact that the baafrd
other variables outside this model. Another expiaya directors has a crucial role in enhancing sustdihaihe
power indicator is the value of Q-Squared, whicls Ba important role of the board of directors in the pamy's
value of 0.250; this value is Iarger than 0. Thisves that Strategy can determine the |Ong_term Sustainahﬂﬁt&he
this model has predictive relevance. Another indicaf  company. The innovation efficiency will determinieet
explanatory power is the effect size. The effere sialue  gystainability of the company, as can be seengnreil,
of the board of directors at 0.375, or 37.5%, mehasthe \here the interaction of innovation efficiency withe
absolute value of the individual contributions lné board poard of directors (IE*DIRECTOR) score is 0.19 and
of directors to the R-Squared value of the sushina significant with P = 0.017 < 0.05. Thus, hypothes{$i2)
growth variable is considered medium from a prattic js accepted. Innovation efficiency strengthenspibsitive
point of view. The effect size value of IE*DIRECTCGR  effect of corporate governance proxied by the bazrd
0.075, or 7.5%, means that the absolute value ef tairectors on sustainable growth.

individual contributions of innovation efficiency

moderation to the R-Squared value of the sustanal’

growth variable is considered weak from a practpzaht
of view. _

Table 4 Explanatory power

R-Squared = 0.21 ;
Q-Squared = 0.2¢ p=0.19
Effect siz (P=0:02)

- Path - IRECTOR . $=0.68 SG
Variables coefficients EpranauoniRuIe of thumf @ (P<.01) > i
DIRECTOFR 0.34¢ Mediumr > 0.02 weak R?z0.27

> O'_15 Figure 1 Path diagram
IE*DIRECTOR]| 0.075 Weak medium
> 0.35 larg Efficiency in the company is needed to ensure the
o implementation of strategic plans [32]. Furthermdre
4.4 Path coefficientsand P-values company should include the aspect of innovatioralat

The next stage is to evaluate the path coefficiants decision-making levels. It can be highlighted thptimal
P-value values from the OUtpUt summarized in Tablhe innovation efficiency can improve the Company‘si@nb
path coefficient of the corporate governance védgiabmaintain sustainable growth. The input and output
(DIRECTOR) is 0.676 and significant with P < 0.0@bd  formulation in this study assesses the efficierfclyunan
the path coefficient of the moderating variableiohiis the  resources, which is covered by the number of engglsy
interaction of innovation efficiency with corporateand the Company‘s allocation to research and det_
governance (IE*DIRECTOR), is 0.192 and significaniyhen these factors are efficiently managed, which

with P = 0.017. contributes to the company's revenue, the company
o maintains its sustainability. The more efficiegbanpany's
Table 5 Path coefficients and p-values management of its resources, including its numter o
Variables Path |5 oiuelRU® OF |\ otes employees and research and development allocatien,
coefficient: thumt greater its ability to maintain its sustainabilifihis aspect
DIRECTOF _ |0.67¢ <0.00 |P <0.0'|Accepte( can be part of the management of the flow of the
IE*DIRECTOR]|0.19:2 0.01: |P <0.0!|Acceptet company’s business activities.

This study demonstrates the importance of the able
the board of directors and innovation efficiencygrms of
sustainable growth and implies theories and prestic
From the point of view of theory implication, thissearch
contributes to a stakeholder theory study that $eswn

~ 296 ~

Copyright © Acta Logistica, www.actalogistica.eu



Acta logistica

- International Scientific Journal about Logistics
Volume: 11 2024

Issue: 2 Pages: 293-298 ISSN 1339-5629

Andi Kushermanto, Abdul Rohman

Strategic company sustainability: optimize firm resource management through innovation efficiency

how the company continues to maintain its business ResearchVol. 33, No. 4, pp. 519-538, 2010.

activities.
optimize the role of the board of directors in tHahction

awareness about the importance of innovation effiy in
their business operations to increase their suhdity.
Innovations that can be implemented
improvements in the manufacturing process. The eomp

should also produce more varied products. The boérd

directors, which has an important role in strat@iganing,
determines the company's sustainability. It is irtgput to

In practice, company management should https://doi.org/10.1111/j.1475-6803.2010.01281.x
[6] PLATT, H.D., PLATT, M.B., CHEN, G.: Sustainable
of business strategy. Companies should also maintai

growth rate of firms in financial distres3purnal of
Economics and Finan¢é&/ol. 19, No. 2, pp. 147-151,
1995. https://doi.org/10.1007/BF02920515

includ¢7] PRIYANTO, A., ROBIYANTO, R.: Faktor-Faktor

yang Mempengaruhi Sustainable Growth Rate terhadap
Perusahaan Manufaktur di Bursa Efek Indonesia
Periode 2015-2018urnal Manajemen, Ekonomi dan
Akuntansi Vol. 4, No. 2, pp. 1-21, 2020.

consider the efficiency of human resource managemen https://dx.doi.org/10.31955/mea.vol4.iss2.ppl-21

and aspects of research and development to sugport [8] INDARTI, I,

APRILIYANI, 1.B., ONASIS, D.:

company in achieving optimal revenue. This study Pengaruh Likuiditas, Leverage, Dan Asset Turn Over

indicates that if the board size is larger, it carease the
company's ability to maintain sustainability. Thader of

innovation efficiency strengthens this relationshinis

means that the larger the board, supported by atimv
efficiency, the greater the company's ability tanten its

sustainability.

Terhadap Sustainable Growth Rate Terhadap
Perusahaan manufaktur di Bursa Efek Indonesia
Periode 2017-2019urnal Akuntansi Kompeti¥ol. 4,

No. 3, pp. 296-304, 2021.
https://doi.org/10.35446/akuntansikompetif.v4i3.710
(Original in Indonesian)

The limitation of this study is that the year of[9] AHSAN, T., MIRZA, S.S., AL-GAMRH, B., BIN-

observation only consisted of 5 years from the 20071
period, so further research can expand the nunilyeraos

of observations. This research topic is particylarl

interesting and opens a direction for future redeavith
regard to the ongoing debate of sustainable growlie.
efficiency approach in this study only uses SFAurfe
research can consider the use of data envelopmalyisés
(DEA) and explore the input-output formulation tsm
firm characteristics in various industries.

[10] FLORENSIA,  E.,

FENG, C., RAO, Z.U.R.: How to deal with policy
uncertainty to attain sustainable growth: the rofe
corporate governanc€prporate Governangé/ol. 21,

No. 1, pp. 78-91, 2021.
https://doi.org/10.1108/CG-04-2020-0121
KOHARDINATA, C,
LATURETTE, K.: Pengaruh Intellectual Capital
terhadap Sustainable Growth Rate di Masa Pandemi
COVID-19 pada Sektor Perbankan dan Jasa
Keuangan Lainnyajurnal Akuntansi Akunes&/ol.
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