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Abstract: Financial performance is a crucial indicator of the
development and sustainability of Village credit institutions and plays a
significant role in building stakeholder trust. This study investigates the
impact of Good Corporate Governance and the Tri Hita Karana culture
on financial performance in Badung Regency. The research includes all
115 Village credit institutions in Badung, with Village Credit Institution
heads as respondents selected through purposive sampling. Data were
collected using questionnaires and analyzed using Structural Equation
Modeling (SEM) with the Partial Least Squares (PLS) approach via
SmartPLS. The findings reveal that Good Corporate Governance has a
positive effect on financial performance, while the Tri Hita Karana
culture strengthens this relationship. These results highlight the
importance of implementing strong governance practices while
integrating cultural values to enhance financial performance. Therefore,
Village credit institutions management is encouraged to maintain good
governance and uphold the principles of Tri Hita Karana in daily
operations. This study contributes to understanding the role of
corporate governance and cultural influences in financial performance.
Future research should refine measurement instruments and consider
additional variables, such as internal control and leadership style, to
gain deeper insights into the determinants of financial performance.
Keywords: Good corporate governance; tri hita karana; culture;
financial performance

Introduction

The role of financial institutions is crucial in fostering regional economic
development, particularly in areas with limited access to formal financial services. As
community-based financial institutions, LPD not only facilitate financial intermediation
through savings mobilization and credit distribution but also contribute to financial
sustainability by integrating local cultural values into their operations (Wiagustini et al.,
2024). In Bali, the Village credit institution has emerged as a significant entity in the region's
financial sector. Founded by Desa Pakraman (traditional villages), village credit institution
plays a crucial role in fostering economic empowerment within local communities, striving to
enhance welfare and offer financial services specifically designed to meet the needs of its
members (Apriantini, 2023)

According to Bali Provincial Regulation No. 3 of 2017, village credit institution’s
primary function includes accepting deposits and providing credit to members of the local
community, thereby fulfilling a crucial role in regional financial inclusion. The financial
services provided by Village credit institution support both the economic development of the
community and the financial sustainability of the institution, as the profits generated are
reinvested into the Desa Pakraman (I. G. A. P. Ariani et al., 2020; Widhiastuti et al., 2023).
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However, despite their significant contribution to local economies, Village credit
institution face ongoing challenges related to financial mismanagement and the prevalence of
non-performing loans (NPLs). These issues, coupled with cases of fraud and embezzlement
by management, undermine the operational integrity of Village credit institution and result in
substantial financial losses for both the institutions and their customers. A notorious case
occurred in Badung Regency, where the former head of the village credit institution in Desa
Adat Unggasan embezzled 26 billion rupiahs, manipulating loan data to create fictitious
borrowers and diverting funds for personal gain. Such scandals highlight the pressing need
for stronger governance frameworks within Village credit institution (Detikbali, 2022).

The financial instability within Village credit institution necessitates the
implementation of robust governance practices to safeguard assets and improve
organizational performance (Anwar et al., 2020; Praptika et al., 2024). One such practice is
the adoption of Good Corporate Governance (GCG), a set of principles aimed at ensuring
transparency, accountability, and ethical decision-making. According to the Forum Corporate
Governance of Indonesia (Rokhim et al.,, 2023). GCG principles facilitate the balanced
distribution of power among stakeholders and serve as a framework for guiding corporate
actions (Putra & Sunarwijaya, 2020). While GCG has been shown to improve the performance
of various financial institutions, including Village credit institution (Adnyani et al., 2021;
Jayantari & Gorda, 2020; Lestari & F.Yudiaatmaja, 2022), some studies, such as those by Utari
and Suartana (2024), suggest that the direct impact of GCG on village credit institution
performance may be limited without considering the broader socio-cultural context in which
these institutions operate.

In Bali, the Tri Hita Karana cultural framework provides a distinctive local perspective
that can support and strengthen the application of Good Corporate Governance (GCG).
Rooted in the principles of harmony between humans and God (Parahyangan), humans and
fellow humans (Pawongan), and humans and the environment (Palemahan), Tri Hita Karana
promotes a comprehensive governance approach that incorporates spiritual, social, and
environmental dimensions. The application of this cultural philosophy may provide deeper
ethical guidance for decision-making within Village credit institution, reinforcing the
principles of GCG and improving overall organizational performance (Wedana, 2023,Setini et
al., 2020).

While several studies have explored the role of Tri Hita Karana in enhancing village
credit institution performance (Adnyani et al., 2021; Jayantari & Gorda, 2020; Lestari &
F.Yudiaatmaja, 2022), there remains a gap in the literature regarding the intersection of Tri
Hita Karana with GCG principles. The current body of research does not adequately address
how these cultural values interact with corporate governance mechanisms to influence
financial performance. This gap in understanding is significant, as it limits the ability of
practitioners to leverage local wisdom in improving the governance and performance of
financial institutions in Bali.

This study seeks to bridge this gap by exploring the combined impact of Tri Hita
Karana and Good Corporate Governance on the financial performance of Village credit
institution in Badung Regency. Specifically, it examines how integrating local cultural values
can strengthen the effectiveness of GCG practices, fostering financial sustainability and
ethical behavior within these institutions. By analyzing this relationship, the research aims to
provide valuable insights into the role of local wisdom in shaping governance frameworks
and enhancing the financial performance of community-based financial institutions.

The results of this study are anticipated to provide valuable contributions to both
academic research and practical governance within the context of Village credit institution.
This research will enhance the understanding of how cultural elements shape corporate
governance in the financial sector while also offering practical recommendations for
improving governance structures in Village credit institution. Furthermore, it will enrich the
broader discussion on the influence of local culture in corporate governance and financial
performance, particularly in emerging economies where cultural values significantly impact
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business practices.

Hypothesis Development

The Impact of Good Corporate Governance on Financial Performance

The success of any organization, including financial institutions like Village credit
institution, depends on the effective implementation of Good Corporate Governance (GCG).
Proper application of GCG principles minimizes decision-making errors and prevents actions
that prioritize individual interests over the organization’s well-being. Consequently, this
strengthens the institution’s financial performance and enhances overall operational
efficiency, influencing both financial and non-financial outcomes. Research conducted by
Jayantari & Gorda (2020), Diatmika (2023), Suparsa (2024), Lestari (2023), and Adnyani &
Julianto (2021) indicates that effective corporate governance positively influences the
performance of Village credit institution. Therefore, it is proposed that good corporate
governance has a favorable impact on the financial performance of Village credit institution
in Badung Regency. Thus, the proposed hypothesis is as follows:

H1: Good Corporate Governance has a positive effect on Financial Performance.

The Impact of Tri Hita Karana Culture on Financial Performance

The impact of Tri Hita Karana on financial performance can be substantial, as this
Balinese philosophy highlights the importance of balanced relationships between humans,
nature, and the divine. In a business context, adopting Tri Hita Karana promotes ethical
decision-making, environmental sustainability, and social responsibility, all of which can
contribute to the long-term success of an organization. By integrating these principles,
businesses can build trust and credibility with stakeholders, enhancing customer loyalty,
employee satisfaction, and market reputation. Research evidence also supports this
perspective, studies have shown that organizations incorporating local cultural values such
as Tri Hita Karana tend to achieve better performance, both financial and non-financial,
through stronger community engagement, ethical practices, and sustainable operations
(Lestari & Yudiaatmaja, 2022; Purnama & Wirawati, 2024; Artini, 2023). Similarly, studies by
Jayantari & Gorda (2020) and Diatmika (2023) suggest that businesses that consider both
social and environmental factors in their operations tend to perform better financially. For
Lembaga Perkreditan Desa (village credit institution) in Bali, embracing Tri Hita Karana can
strengthen ties with the local community, fostering trust and loyalty, ultimately driving better
financial performance and ensuring sustainability. Thus, businesses that align with Tri Hita
Karana principles are more likely to achieve sustainable growth, attracting investors and
maintaining a positive impact on both the environment and society. Thus, the proposed
hypothesis is as follows:

H2: Tri Hita Karana’s Culture has a positive effect on Financial Performance.

The Influence of Tri Hita Karana Culture on the Relationship Between Good
Corporate Governance and Financial Performance.

Tri Hita Karana, a cultural principle rooted in Balinese philosophy, highlights the
significance of harmony in three essential relationships: between humans and God
(Parahyangan), between individuals (Pawongan), and between humans and the environment
(Palemahan). This culture promotes ethical conduct by encouraging individuals to consider
the social, environmental, and spiritual consequences of their actions. In the context of
Village credit institution, Tri Hita Karana can support the implementation of Good Corporate
Governance by promoting ethical decision-making (Sugita et al., 2021), which, in turn,
enhances the financial performance of the institution. By incorporating these values, Village
credit institution is more likely to adopt governance practices that ensure long-term success.

Universitas Warmadewa
Jurnal Ekonomi dan Bisnis Jagaditha (2025), 12(2), 239-250



Corporate Governance and Financial Performance of Village Credit Institution.... I 242

Research by Adnyani & Julianto (2021), Lestari & Yudiaatmaja (2022), and Pramesti et al.
(2023) supports the notion that Tri Hita Karana culture has a positive impact on the
connection between Good Corporate Governance and the performance of Village credit
institution. It implies that Tri Hita Karana not only reinforces the implementation of GCG but
also contributes to improved financial results for Village credit institution.

H3: Tri Hita Karana Culture in Enhancing the Link Between Good Corporate
Governance and Financial Performance

Tri Hita Karana
Culture

Financial

Corporate
Performance

Governance

Figure 1. Framework of Research

Method

This study focuses on the 115 active Village credit institution in Badung Regency,
selecting the heads of these institutions as respondents, resulting in a sample size of 115
individuals. The sample was chosen using purposive sampling, targeting only Village credit
institution that are currently operational in the region. For each village credit institution, one
respondent—the head of the institution—was selected to participate, leading to a total of 115
respondents. The sample includes all active Village credit institution in Badung Regency, with
the village credit institution Chairman chosen from each institution based on their
involvement in management.

Badung Regency, Bali, was chosen as the research site due to its notable economic
growth and the essential role that Village credit institution play in meeting the financial needs
of traditional villages (desa adat). As one of the most developed regencies in Bali, Badung
boasts a robust financial ecosystem, with Village credit institution being integral to the
region's economic sustainability. Moreover, Badung holds the highest total assets among
Village credit institution in Bali, making it an ideal location for studying governance practices
and financial performance within these institutions.

This study examines three variables: financial performance, Good Corporate
Governance (GCG), and Tri Hita Karana's Culture. Financial performance refers to the
assessment of an organization's ability to manage its financial resources effectively over a
designated period. It measures how efficiently a company uses its financial assets to reach its
objectives, increase profitability, and ensure long-term growth (Brigham & Ehrhardt, 2013,
pp.97-98). This performance can be observed through various measures, such as cost
efficiency, the timeliness of financial reporting, and social responsibility initiatives (Garrison
et al.,, 2018). The ability to align financial strategies with long-term goals and uphold
transparency in financial reporting is essential for preserving trust and ensuring sustained
organizational success (Mulyadi, 2015, p. 5).

Good Corporate Governance (GCG) in micro financial institution is assessed based on
five core principles: transparency, accountability, responsibility, independence, and fairness.
Transparency refers to the clear, accurate, and accessible sharing of information with
stakeholders, with indicators such as the adoption of widely accepted accounting standards
and the use of information technology (Srivastava et al., 2022). Accountability requires village
credit institution management to be responsible for its performance in a transparent and fair
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manner, measured through internal supervision and key performance indicators.
Responsibility relates to compliance with regulations and obligations towards the krama desa
pakraman, with indicators such as village credit institution budgeting and the
implementation of professional ethical standards. Independence ensures that village credit
institution management can make decisions without interference from other parties,
measured through the presence of experts and independent operational execution.
Meanwhile, fairness emphasizes justice in fulfilling the rights and interests of stakeholders,
measured through an understanding of village credit institution vision and mission as well as
conflict resolution.

In addition to GCG, the Tri Hita Karana culture plays a crucial role in village credit
institution management, emphasizing the balance of relationships between humans and God
(Parahyangan), humans and other humans (Pawongan), and humans and the environment
(Palemahan). This cultural principle fosters harmony in village credit institution operations.
Moreover, financial performance in Village credit institution is evaluated based on how
effectively financial resources are managed over a specific period.

Key indicators of financial performance include cost efficiency, meeting profit targets,
timely financial reporting, and the allocation of budgets for community social activities (Arfila
& Dewi, 2023). Good Corporate Governance (GCG) was measured based on five principles:
transparency, accountability, responsibility, independence, and fairness (Utari & Suartana,
2024). Tri Hita Karana culture was assessed through three dimensions: Parahyangan,
Pawongan, and Palemahan (Lestari & Yudiaatmaja, 2022). All variables in this study were
measured using a five-point Likert scale, adapted from previous research. All variables in this
study are measured using a five-point Likert scale, as adapted from previous research. For
data analysis, Structural Equation Modeling (SEM) with the Partial Least Squares (PLS) method
was applied. This approach, supported by SmartPLS software, was used to examine the
relationships between the variables and test the hypotheses proposed in the study.

Result and Discussion

Validity test is the similarity of data reported by researchers with data obtained
directly that occurs in research subjects (Sugiyono, 2020:175). Validity test is used to
measure the validity of a questionnaire and research instrument. An instrument is said to be
valid if the correlation between the factor score and the total is positive and the value is more
than 0.30 (r> 0.3). So based on the results of the validity test, the data in this study passed
the validity test.

Table 1. Validity’s Test Result

Variable Indicator Significant %Zg::f?:iit;': Result

GCG.1 0.001 0.668 Valid

GCG.2 0.002 0.532 Valid

GCG.3 0.002 0.541 Valid

GCG.4 0.002 0.532 Valid

Good Corporate Governance GCG.5 0.001 0.743 Valid
(GCO) GCG.6 0.002 0.308 Valid
GCG.7 0.002 0.541 Valid

GCG.8 0.001 0.614 Valid

GCG.9 0.001 0.900 Valid

GCG.10 0.001 0.937 Valid
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village credit institution.1 0.001 0.770 Valid

village credit institution.2 0.001 0.841 Valid

Financial Performance village credit institution.3 0.001 0.883 Valid
village credit institution.4 0.002 0.541 Valid

village credit institution.5 0.001 0.799 Valid

THK.1 0.002 0.543 Valid

THK.2 0.001 0.562 Valid

THK.3 0.001 0.882 Valid

THK.4 0.002 0.543 Valid

THK.5 0.001 0.608 Valid

Budaya Tri Hita Karana (THK) THK.6 0.001 0.599 Valid
THK.7 0.002 0.481 Valid

THK.8 0.001 0.690 Valid

THK.9 0.001 0.690 Valid

THK.10 0.001 0.815 Valid

THK.11 0.001 0.882 Valid

This study was carried out on Lembaga Perkreditan Desa (village credit institution) in
Badung Regency. Data for the research was collected through questionnaires distributed by
the researcher to respondents, ensuring accuracy and simplifying data analysis. The
questionnaires were distributed to a population of 115 Village credit institution in Badung
Regency, with 115 respondents from these institutions. A total of 90 questionnaires were
returned, while 25 were not.

Tabel 2. Respondent’s Characteristics

Criteria Information Respondent’s Total Percentage (%)

Position Chairman of village credit institution 90 100%
Male 80 89%
Gender Female 10 11%

Age <50 Years 40 44,44%

> 50 Years 50 55,55%

< 10 Years 22 24,44%

Length of Work > 10 Years 68 75,55%
Elementary School 1 1,10%

High School/Vocational School 42 46,60%

Last Education Diploma 6 6,66%

Bachelor 38 42,20%

Magister 3 3,33%

The respondent profile in this study reflects the leadership and demographic
characteristics of village credit institution management in Badung Regency. With 78.26% of
respondents holding positions as village credit institution Chairpersons, the study captures
the perspectives of key decision-makers within these institutions. The predominance of male
respondents (89%) suggests that leadership roles in Village credit institution are primarily
occupied by men, pointing to possible gender imbalances in financial institution
management. The age distribution indicates that 55.55% of respondents are over 50 years
old, suggesting that village credit institution leadership is largely composed of experienced
individuals, which may contribute to stable decision-making, but could also signal limited
generational turnover. The work experience data supports this, with 75.55% of respondents
having over 10 years of experience, implying a workforce with deep institutional knowledge,
though potentially less adaptable to change. Regarding education, most respondents hold at
least a high school diploma (46.6% SMA/SMK graduates) or higher (42.2% hold a bachelor's
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degree, and 3.33% have a master's degree). The relatively small proportion of respondents
with higher education may raise concerns about access to advanced financial management
knowledge, which could influence the effectiveness of governance and financial decision-
making in Village credit institution.

Table 3. Results of Hypothesis-Testing

Original

T statistics P values Conclusion
sample (O)

Hypothesis Relationship

Good Corporate
Governance ->
1 Financial
Performance
Tri Hita Karana ->
H Financial 0,190 2,158 0,031 Supported
Performance
Tri Hita Karana x
Good Corporate
H Governance -> 0,165 2,129 0,033 Supported
Financial
Performance

0,707 10,097 0,000 Supported

Based on the results of the first hypothesis test (H,), it is found that Good Corporate
Governance (GCG) has a positive effect on financial performance. This indicates that the more
effectively GCG is implemented within a company or institution, the better its financial
performance tends to be. GCG serves as a crucial framework for ensuring that organizational
management operates transparently, accountably, and responsibly, thus enhancing the
company’s ability to achieve its goals and meet stakeholders' expectations. For Lembaga
Perkreditan Desa (village credit institution), which plays a vital role in the economic welfare of
local communities in Bali, GCG is particularly important. It acts as the bedrock for ensuring
the sustainability and credibility of these financial institutions. A strong implementation of
GCG not only improves operational efficiency but also strengthens the trust of the indigenous
community, who are both the owners and users of village credit institution services.

The findings in this study align with the conclusions of several other scholars.
Research by Lestari & Yudiaatmaja (2022) underscores that GCG positively influences the
performance of Village credit institution, further supporting the assertion that good
governance is a driving force behind organizational success. Studies by Jayantari & Gorda
(2020), Diatmika (2023), Suparsa & Sri Wrastuti (2024), Lestari (2023), and Adnyani & Julianto
(2021) also found similar results, reinforcing the view that GCG contributes significantly to
the improvement of village credit institution performance in both financial and non-financial
aspects. These studies emphasize the importance of adopting GCG principles to foster
organizational growth, transparency, and accountability within the village credit institution
sector. However, it is worth noting that this finding contradicts the research by Ariani et al.
(2020), who concluded that GCG principles do not have a significant impact on village credit
institution performance. This discrepancy could be attributed to differences in the sample
studied, the context of the research, or the methodology employed. Despite this, the majority
of studies support the notion that GCG plays a pivotal role in enhancing the performance of
Village credit institution, making it an essential element for the growth and success of these
institutions in Bali. Therefore, further research is needed to explore the underlying factors
that might explain these differing outcomes and to refine our understanding of the
relationship between GCG and village credit institution performance.

Based on the results of the second hypothesis test (H), it can be concluded that Tri
Hita Karana has a positive effect on financial performance. This indicates that the better the
implementation of Tri Hita Karana principles within a company or institution, the higher its
financial performance is likely to be. The concept of Tri Hita Karana, which emphasizes the
harmonious relationship between humans, nature, and the divine, has proven to be a strong
foundation in guiding organizations toward sustainability, social responsibility, and long-
term success. By implementing these principles, organizations not only improve operational
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efficiency but also build better relationships with stakeholders, which in turn enhances
financial performance.

Research by Lestari & Yudiaatmaja (2022) also supports this finding, stating that
companies applying local cultural values such as Tri Hita Karana tend to experience improved
performance, both financially and non-financially. Similarly, studies by Jayantari & Gorda
(2020) and Diatmika (2023) found that organizations that consider social and environmental
factors in their operations show better overall performance. However, other studies, such as
Sujana, et al., (2022), reported contrasting results, suggesting that Tri Hita Karana may have
a negative effect on the relationship between GCG and LPD performance.

The practical interpretation of this finding is that organizations and institutions
seeking to improve their financial performance should consider implementing Tri Hita
Karana principles in all aspects of their operations. This not only strengthens relationships
with stakeholders but also creates greater value for the company in the long term. For Village
credit institution in Bali, adopting the values of Tri Hita Karana can strengthen ties with the
indigenous communities they serve, thereby increasing customer loyalty and enhancing the
institution’s sustainability. Thus, the implementation of these principles not only provides
social and environmental benefits but can also directly improve the institution’s financial
performance, providing a stronger foundation for its growth and sustainability in the future.

Based on the results of the third hypothesis test (H;), it was found that the Tri Hita
Karana culture strengthens the relationship between Good Corporate Governance (GCG) and
financial performance. This means that the better the implementation of GCG principles,
supported by Tri Hita Karana culture as a moderator, the higher the performance achieved by
village credit institution. The Tri Hita Karana culture, which emphasizes harmonious
relationships between humans, nature, and God, aligns with the principles of GCG that are
based on transparency, accountability, and social responsibility. Implementing this culture
within the organization not only enriches the application of GCG but also strengthens
integrity and good governance, creating a stronger connection between effective
management and improved organizational performance. The Tri Hita Karana culture provides
a solid foundation for organizations to create a balance between economic and social goals,
which is essential for community-based financial institutions such as village credit institution.
By integrating the values of Tri Hita Karana, village credit institution can improve operational
efficiency, strengthen relationships with stakeholders, and enhance public trust. This
increased trust, in turn, has the potential to attract more customers and strengthen their
loyalty, positively impacting financial performance. Furthermore, with the principle of
harmony in Tri Hita Karana, village credit institution can create a more stable and sustainable
environment for conducting its business, contributing to the growth and long-term
sustainability of the institution.

This research is supported by previous studies, which show consistency with these
findings. Jayantari & Gorda (2020), Lestari & Yudiaatmaja (2022), and Adnyani & Julianto
(2021) found that the Tri Hita Karana culture strengthens the relationship between GCG and
village credit institution performance. These findings reinforce the idea that local cultures
that support principles of harmony and balance can enrich the application of GCG and
improve organizational performance. On the other hand, research by Sujana et al. (2022)
found different results, stating that the Tri Hita Karana culture has a negative effect on the
relationship between GCG and village credit institution performance. This discrepancy may be
due to other variables not considered in that study, differences in methodology, or even the
characteristics of the institutions being studied. Therefore, further analysis is needed to
better understand the factors that contribute to these conflicting results. The practical
interpretation of these findings is that Village credit institution seeking to improve their
financial performance and operational sustainability should combine the implementation of
GCG principles with relevant local cultural values, such as Tri Hita Karana. The application of
this culture not only helps Village credit institution manage their resources more effectively
but also strengthens their relationship with the community, which is a key stakeholder. By
adopting and integrating the values of Tri Hita Karana, village credit institution can create
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more effective governance, increase competitiveness, and ensure the institution's long-term
sustainability. Therefore, for Village credit institution in Bali and similar institutions, it is
important to leverage this local culture as part of their governance strategy to achieve
optimal and sustainable performance.

Table 4. R-Square Test’s Result

R-square R-square adjusted

Financial Performance 0,737 0,728

The R-Square value of 0.737 in this study indicates that the combined influence of
Good Corporate Governance (GCG) and Tri Hita Karana Culture explains 73.7% of the
variation in Financial Performance. This suggests that the two variables in question
significantly shape the financial outcomes of Lembaga Perkreditan Desa (village credit
institution). The relatively high R-Square value underscores the robustness of the model in
capturing the relationship between GCG, Tri Hita Karana, and financial performance. It shows
that these factors contribute meaningfully to the performance metrics being assessed.

However, the remaining 26.3% of variation in financial performance, which cannot be
explained by the model, signals that other factors—potentially both internal and external—
may also influence village credit institution financial outcomes. These could include variables
such as market conditions, competition, economic factors, leadership styles, or even socio-
political elements that were not included or measured in this study. The unexplained variance
reflects the complexity of financial performance, where multiple interrelated factors
contribute to the overall result.

This does not imply that the model is flawed; rather, it highlights the inherent
limitations of any research framework. While GCG and Tri Hita Karana are important
variables, the presence of unexplained variance calls for further exploration of additional
variables that could influence financial performance. This might involve looking at factors like
internal control systems, technological adoption, or organizational culture, which could
provide a more comprehensive understanding of the dynamics affecting Village credit
institution. In essence, the study provides valuable insights but also opens avenues for future
research that could incorporate more variables or adopt different methodologies, such as
longitudinal studies, to better capture the multifaceted nature of financial performance in
these institutions.
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Figure 2. Output PLS Algorithm’s Result

Universitas Warmadewa
Jurnal Ekonomi dan Bisnis Jagaditha (2025), 12(2), 239-250



Corporate Governance and Financial Performance of Village Credit Institution.... I 248

The PLS analysis results indicate that Good Corporate Governance has a positive and
significant effect on village credit institution’s performance, with a coefficient of 0.695 (p-
value 0.000), meaning that better corporate governance leads to higher financial
performance of Village credit institution. Tri Hita Karana acts as a moderating variable with a
coefficient of 0.118 (p-value 0.048), strengthening this relationship, although with a relatively
small effect. The highest contributing indicators for each variable are GCG.3 (0.840), THK.4
(0.746), and K. village credit institution.3 (0.824), demonstrating good construct validity. In
conclusion, implementing good governance, supported by the Tri Hita Karana culture, can
enhance village credit institution financial performance more optimally.

Conclusion

This study demonstrates that the effective implementation of Good Corporate
Governance (GCG) can significantly enhance the financial performance of Village Credit
Institutions (LPDs) in Bali. Principles such as transparency, accountability, and responsibility
have been shown to improve operational efficiency, build stakeholder trust, and ensure long-
term sustainability. In addition, the integration of Tri Hita Karana, a local cultural philosophy
that emphasizes harmony between humans, nature, and the divine, strengthens
organizational performance and fosters stronger relationships with the community. The
synergy between GCG and Tri Hita Karana not only enhances financial outcomes but also
reinforces institutional resilience in an increasingly competitive financial environment.
Although this research was focused on active LPDs in Badung Regency, the findings provide
valuable insights for the development of LPDs in other regions as well as for other
community-based financial institutions more broadly. Thus, the results remain relevant as a
reference for both practical applications and future academic studies.

From a practical perspective, LPDs are encouraged to continuously strengthen the
implementation of GCG principles transparency, accountability, responsibility, independence,
and fairness to enhance financial performance and build greater stakeholder trust. At the
same time, a deeper integration of Tri Hita Karana values is necessary to align governance
practices with community expectations, thereby improving organizational performance and
contributing to broader social value. For future research, it is recommended to expand the
scope by involving LPDs from other regencies in Bali or even from different regions of
Indonesia to examine the generalizability of the findings. A longitudinal research design
would also be valuable to capture the long-term effects of GCG practices and Tri Hita Karana
culture on institutional performance. Furthermore, involving multiple respondents from each
LPD, including managers, employees, and community representatives, would provide a more
comprehensive understanding of the relationship between governance practices and financial
performance.
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