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FOREWORD

The 1st Unimed International Conference on Economics Education and Social Science (UNICEES) in Con-
junction with The 2nd Unimed International Conference on Economics and Bussiness (UNICEB).

Theme: ”TO STRENGTHEN THE DIGITAL ECONOMY IN THE ERA OF INDUSTRY REVOLUTION
4.0”

Today’s world is facing a phenomenon of disruption , a situation in which the movement of the industrial
world or job competition is no longer linear. The changes are very fast, fundamentally by ruffling the old
order pattern to create a new order. Disruption initiates the birth of a new business model with a more
innovative and disruptive strategy. The scope of change is wide ranging from business, banking, transporta-
tion, community social, to education. This era will require us to change or become extinct. Undoubtedly,
disruption will encourage the digitalization of the education system.

The world of global education is currently facing a big challenge due to the acceleration of technological
development which is increasingly distorted and demands a response from the education community itself.
The biggest impact of the distortion era was very fast responsiveness and integration of all sectors in a
changing condition with increasingly massive technology application. For this reason education must be
able to respond to it by extracting actual and most recent research, especially in the fields of economic
education, business education, office administration, accounting education, Sciences education, and other
social sciences education.

It is expected that the output of this conference provides the opportunity to exchange ideas and propose
working solutions in addressing the issues. For this purpose, the proceedings of this conference is urgently
needed for documentation of all those precious inputs.

Thus, the UNICESS 2018 committee has collaborated with Scitepress publisher which has very good rep-
utation in publishing high quality products including proceedings indexed by Scopus and ISI Thompson
Reuters. We would like to extend our sincere appreciation and deep gratitude to all parties who have given
us their supports for organizing UNICESS 2018.

This conference was planned and organized under the supervision, involvement, and participation of Ad-
visory Board, and Scientific Committee as well as the co-hosts including STIE Sultan Agung, STIE Bina
Karya, Universitas Medan Area, UISU Medan, and Universitas PGRI Semarang. It would never be a suc-
cess without the distinguished invited speakers from Australia, Malaysia, and Indonesia, including all highly
motivated participants from various universities and institutions all over Indonesia and abroad who have par-
ticipated

The objectives of conference are:
1. To Gather various ideas and ideas from research results to provide input for the advancement of

education in Indonesia.
2. To Bring together academics, practitioners and researchers in the fields of economic, business, ac-

counting, office administration, education, and social education research.
3. To Facilitate scientific publications for researchers according to their respective fields.

Janner Simarmata
Universitas Medan, Indonesia

Robbi Rahim
Universiti Malaysia Perlis, Malaysia

Azizul Kholis
Universitas Negeri Medan, Indonesia
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Abstract: The Small Medium Enterprises or SMEs found hard challenge to implement the quality management system 

especially ISO 9001. Although ISO 9001 is general and can be applied in all types of organizations 

including SMEs, many obstacles were still faced by SMEs such as limited resources, low of knowledge, 

inadequate HR competencies until lack of budget. The purpose of study is to synthesize various key success 

factors in implementing the ISO 9001 for SMEs context. The studies on the key success factors of ISO 9001 

implementation in SMEs have been widely carried out but they are still scattered in various articles in 

journal or conference and there has been no agreement regarding the factors considered important in SMEs. 

The method used in this study is qualitative method with the Meta-Synthesis approach. The results show 

125 metaphors and total of 20 Key Success Factors that should be adopted by SMEs in order to support the 

successful implementation of ISO 9001. 

 

1 INTRODUCTION 

At the end of 2015 is a new history for the 

Indonesian economy. This is due to the 

commencement of the era of the ASEAN Economic 

Community (AEC) wherein the MEA products from 

ASEAN countries will be free to enter other ASEAN 

countries. This condition is both an opportunity and 

a challenge for businesses in Indonesia, especially 

small medium enterprises (SMEs) which have been 

the backbone of the Indonesian economy even 

during the monetary crisis of 1998. To be able to 

compete with products from within and outside the 

country, SMEs need to show their superiority. 

Quality improvement of products/services is 

absolutely necessary so that SMEs can have a 

competitive advantage. Good products/services can 

only be produced through good internal 

organizational processes so that ultimately can 

increase stakeholder satisfaction. 

The application of quality management 

principles is needed to ensure the quality of the 

process, which in turn will affect the quality of 

products/services offered by SMEs. Therefore, 

strengthening management in SMEs is absolutely 

necessary. In other words, the principle of quality 

management is an important factor in organizational 

management. One of the most adopted 

organizational strategies is to implement the ISO 

9001 as Quality Management System or QMS 

(Muafi and Nilmawati, 2011). ISO 9001 is a 

framework that can be used to identify and manage 

all business activities or processes that have an 

impact on product/service quality (Poksinska, 

Dahlgaard and Antoni, 2002). In other words, ISO 

9001 aims to provide quality assurance of 

products/services through improved quality 

management practices provided. ISO 9001 is a 

quality management system standard issued by the 

world standardization body The International 

Organization for Standardization (ISO) which is 

generic, can be applied to all government and private 

organizations and even non-profit organizations. 

ISO 9001 is also flexible to be applied at all levels of 

organizational management. ISO has been 

implemented in more than 162 countries because it 

is considered proven to be able to provide significant 

benefits in improving organizational performance. 

The intended performance includes organizational 

productivity, improved work procedures, increased 

trust in organizational quality, improved corporate 

image and customer satisfaction (Brown, Van der 

Wiele and Loughton, 1998; Poksinska, A.E. Eklund 

and Dahlgaard, 2006). Brown (1998) also added that 

the benefits obtained were not only improving the 

quality of products/services but improving internal 

management and awareness of the importance of 

quality. In other words, organizations that are able to 

implement a quality management system in 
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accordance with the organizational context will 

benefit from ISO 9001 QMS including SMEs. 

There are several definitions of SMEs based on 

asset and turnover categories. According to Law No. 

20 of 2008 concerning SMEs, each category has 

limitations, namely small organization is an 

individual business or business entity that has assets 

of less than 500 million and turnover is less than 2.5 

billion while medium-sized businesses have assets 

of less than 2.5 billion and turnover is smaller than 

50 billion. Meanwhile, the definition of SMEs is 

based on the number of workers according to the 

Central Statistics Agency (BPS), namely small 

businesses have 5 to 19 workers while medium-sized 

businesses with 20 to 99 workers. Limitations of 

SMEs in terms of assets and human resources have 

created their own challenges in the effort to 

implement QMS ISO 9001. 

Based on some literature, not a few SMEs face 

difficulties in applying and obtaining ISO 9001 

QMS certification (Mo and Chan, 1997; Brown, Van 

der Wiele and Loughton, 1998; Yuwono, Zakaria 

and Panjaitan, 2012; Anholon et al., 2017). The 

number of obstacles that are owned by SMEs, 

especially internal barriers become problems in the 

application of ISO 9001 such as Not enough 

knowledge about ISO 9000 and quality 

management, lack of resources, lack of strategic 

thinking and also inappropriate motivation (Brown, 

Van der Wiele and Loughton, 1998; Poksinska, 

2007; Xydias-Lobo and Jones T, 2014; Waśniewski, 

2017). Undeniably, many SMEs are encouraged to 

obtain ISO 9001 certification because of marketing 

needs in the form of customer demands that make 

ISO 9001 certification as one of the requirements 

(Brown, Van der Wiele and Loughton, 1998; Barros, 

Sampaio and Saraiva, 2014). SMEs get strong 

pressure from outside the organization, especially 

customers and government agencies. Several studies 

show that many organizations request that suppliers 

have ISO 9001 certification (Poksinska, Dahlgaard 

and Antoni, 2002; Lo, Yeung and Cheng, 2009).But 

with this motivation the organization lacks 

commitment to standards and only focuses on 

obtaining its certification so that it tends to ignore 

the implementation process which in turn does not 

produce any improvement for the organization 

(Barros, Sampaio and Saraiva, 2014). 

Another problem is the assumption that ISO 

9001 is not appropriate for SMEs. This is because in 

achieving its objectives, organizations tend to 

categorize themselves as organic organizations that 

emphasize the important role of individuals. As a big 

role, the owner is involved and there is no clear 

division of labour and procedures for the staff as a 

result of the staff being too busy with their work and 

not doing improvement of the system. Whereas ISO 

9001 generally views organizations as forming 

mechanistic organizations that emphasize the 

important role of procedures. This is rarely found in 

SMEs (Lunenberg, 2012). 

Departing from the above problems, it does not 

mean that SMEs are unable to implement ISO 9001 

QMS at all. In the initial survey, researchers found 

several SMEs took the initiative to implement the 

QMS until they successfully obtained ISO 9001 

QMS certification. This study aims to identify 

important factors (Key Factors) which has an effect 

on the successful implementation of ISO 9001. 

Researchers have conducted a literature review of 

previous research which has proposed various Key 

Factors for succeeding with ISO 9001 standards for 

SMEs (Bounabri et al., 1954; Rahman, 2001; 

Poksinska, A.E. Eklund and Dahlgaard, 2006; 

Psomas, Fotopoulos and Kafetzopoulos, 2010; 

Kaziliunas, 2010; Al-Najjar and Jawad, 2011; Fard, 

Naha and Mansor, 2011; Khanna, Sharma and 

Laroiya, 2011; Matsoso and Benedict, 2015; Psomas 

and Antony, 2015; Ismyrlis, Moschidis and Tsiotras, 

2015; Mardani et al., 2015; Douglas et al., 2017; 

Gopal and Attri, 2017; del Castillo-Peces et al., 

2018) but the literature is spread in various journals 

and proceedings. As a result, there is no agreement 

and a complete picture, especially about key factors 

that affect the successful implementation of ISO 

9001 at the level of SMEs in Indonesia. 

This study aims to identify a variety of Key 

Factors that influence the success in the application 

of ISO 9001 QMS in the context of SMEs through 

synthesis process. Key Factors in this study are 

called Key Success Factors (KSF). The contribution 

of this research indicated that it was successfully 

used a qualitative Meta-Ethnography approach 

where previously it had never been used to obtain 

KSF in the application of ISO 9001 in SMEs. In 

addition, contributions are given by producing KSF 

that are generic so that they can be adopted by 

various types of SMEs.  

2 METHODS 

The method used in this research is Meta-Synthesis 

which is an approach to integrating qualitative 

studies. Meta-Synthesis is part of the Systematic 

Review used to distinguish it from the quantitative 

approach to Meta-Analysis (Urquhart, 2011). Meta-

Synthesis is an interpretive analytical technique that 
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enables researchers to identify specific research 

questions, select and assess relevant sources, 

summarize and combine qualitative findings from 

previous research so that a better understanding of a 

particular phenomenon can be obtained while 

answering research questions. In other words, Meta-

Synthesis is a technique used to accumulate 

knowledge from qualitative research where a series 

of processes is carried out, especially the process of 

synthesis and interpretative meaning. When Meta-

Analysis is aggregating and averaging findings so 

that different results can be considered the same, the 

Meta-Synthesis approach produces comprehensive 

and interpretive findings and a more in-depth 

meaning. In Meta-Analysis, the data used is 

quantitative data in large numbers with statistical 

calculations to then be analyzed to produce general 

conclusions (generalizations). Meta-Analysis is not 

suitable for small data samples (Glass, 2012). While 

Meta-Synthesis emphasizes the unique search of 

each individual study both from significant and non-

results in order to produce refined theory, extended 

even new theories or knowledge (Napitupulu, 2016), 

not for generalization purposes (Britten et al., 2002). 

In this study, the authors are interested in the 

study of the successful implementation of ISO 9001 

at the level of Small Medium Enterprise (SMEs) and 

intend to synthesize key factors that influence 

successful implementation of ISO 9001 in SMEs. As 

stated that studies related to key factors have been 

carried out and spread in various journal or 

conference articles but there has been no mutual 

agreement and complete understanding of these 

factors. In addition, most of these articles are 

qualitative so that the Meta-Synthesis technique is 

very suitable to be applied to research in order to 

produce comprehensive findings. 

Meta-Synthesis can be broadly categorized as an 

integrative and interpretative approach. In this study, 

the Meta-Ethnography approach was adopted 

because the synthesis process was intended to re-

interpret it rather than summarize such an integrative 

approach (Campbell et al., 2011).  

Meta-Ethnography is also the method most 

widely cited by other researchers. Meta-

Ethnography approach is a form of synthesis of 

interpretive and inductive qualitative knowledge. 

Meta-Ethnography is an attempt to overcome 

limitations or weaknesses in aggregative techniques 

because it does not provide an explanation for the 

findings. As a result, the results of the synthesis do 

not give researchers an idea of what is wrong and 

what can be done later (Britten et al., 2002). Meta-

Ethnography is consistently applied in 7 steps as in 

Figure 1 below: 

 

 

Figure 1: Meta-Ethnography Phase (Campbell et al., 2011) 

Based on Figure 1 above, there are 7 phases of 

Meta-ethnography which can be divided into four 

major parts, namely selecting studies, translating, 

synthesizing and reporting. Selecting studies include 

phase 1 (getting started) to phase 3 (reading the 

studies), translating including phase 4 (determining 

how studies are related) and phase 5 (translating the 

studies into one another), synthesizing includes 

phase 6 (synthesizing translations) and reporting is 

the last phase, expressing the synthesis or reporting 

synthesis results. However, the translation and 

synthesis process can actually be carried out in 

parallel (Campbell et al., 2011). Another advantage 

of Meta-Ethnography is that it is possible to take 

concepts that are often implicit to be linked together 

and arranged to complement or become a theory that 

has new meaning (Greenwood and Smith, 2016). 

3 RESULT & DISCUSSIONS 

In this section, 7 steps of Meta-Ethnography  were 

carried out as illustrated in Figure 1 as follows 

(Campbell et al., 2011): 

1.  Getting Started. At this stage, we identify 

qualitative research that might inform. The topic 

of interest in this study has been determined, 

namely the Key Success Factors of ISO 9001 

implementation at the level of SMEs. 

2.  Describing what is relevant to initial interest. 

At this stage, the search process was carried out 

on various cross studies that were relevant to the 

topic of interest in this study. The data source 

that is the basis of the search is an electronic 

database where most of the data (journals or 

proceedings) come from a reputable database of 

scopus and science direct. Articles Journals or 

proceedings selected at this stage also mostly 

come from large publishers such as Emerald, 

Taylor and Francis, elsevier, Wiley, etc. This is 
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to provide a level of confidence in the quality of 

the articles involved in this Meta-Ethnography 

study. The article search process in this study 

uses three combined keywords, namely success 

factor, ISO 9001 and SMEs so as to produce 

initially 48 journal articles and proceedings that 

are relevant to the topic of interest as in Figure 

2. However, after going through the filter 

process, the remaining number of articles is 

only 17 that will be involved in the next stage. 

The screening process from the electronic 

database source includes duplication, title and 

abstract as well as content and conclusions. In 

other words, the articles involved are only those 

that are really significantly related to the topic 

of interest, in addition to paying attention to 

several criteria, namely qualitative studies, data 

collection and analysis methods clearly 

explained, the results obtained with a clear plot 

and evidence adequate. 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Figure 2: Article Searching & Filtering Process  

3.  Reading the studies. At this stage, the articles 

that have been obtained are re-read and 

reviewed as well as marking the key concepts 

that emerged from 17 cross-studies. The 

metaphor in this study is in the form of Key 

Success Factors identified in each article. 

Based on the results of the identification, there 

were 125 key concepts which can be presented 

in Table 1 as follows: 

Table 1: Key Success Factor Cross Studies  

N

o 

Key Success Factors Sources 

1 1.Meeting Customer Needs & Expectation (Psomas, 

. 2.Continuous Improvement of Process & 

Product Quality 

Fotopoulos 

and 
Kafetzopou

los, 2010) 
3.Improvement of Company Image 

4.Equipment & Infrastructure required  

5.Commitmen & Support of Senior 

Management 

6.Employee Involvement & Commitment 

7.Employee Training in requirement of the 

quality standard 

8. Know-how of Employees 

9. Employee Acceptance of required changes 

10. Number of Employees 

11. Volume of paper work 

12. Financial resources required 

13. Pressure from competitor 

14. Customer pressure 

15.Involvement of government authorities 

2

. 

1. Customer Management (del 

Castillo-

Peces et al., 

2018) 

2. Financial 

3. Requirement to compete in the sector 

4. Participation in work teams 

5. Improve overall efficiency 

6.Establishment of responsibilities and rules 

7.Improvement coordination with supplier 

3

. 

1. Leadership (Rahman, 

2001) 2. Strategy & Planning 

3. Employee Empowerment & 

Involvement  

4. Employee Training & Development 

5. Customer Management 

6. Customer Satisfaction 

7. Information & Analysis 

8. Design quality management  

9. Process control  

4

. 

1. Top Management Commitment (Al-Najjar 

and Jawad, 

2011) 
2. Employee Readiness 

3. Financial Resource 

4. Human resource 

5. Employee training programs 

5

. 

1. Top Management Leadership (Khanna, 

Sharma and 

Laroiya, 

2011) 

2. Human resource management 

3. Supplier quality management 

4. Process management 

5. Training 

6. Customer focus 

7. Role of quality department 

8. Use of IT 

6

. 

1. Top management commitment (Poksinska, 

A.E. 

Eklund and 

Dahlgaard, 

2006) 

2. Involvement all organizational members 

3. Employee training  

4. Internal Motivation 

5. Dedicated & Knowledgeable Quality 

Manager 

7

. 

1. Commitment & Involvement of 

management 

(Ismyrlis, 

Moschidis 
and 

Tsiotras, 

2015) 

2. Customer Focus 

3. Appropriate training and education of 

the staff at all levels  

4. Existence and assurance of all the 
adequate resources for implementing the 

system 

8

. 

1. Leadership Fard & 

Mansor 

(2011) 
2. Customer Focus 

3. Employee Focus/HRM 

4. Performance Measurement 

5. Process Management 

6. Supplier relationship 

7. Training & Education 

n=15  

Searching 

Articles 

 

Duplication 

 

Articles included 

in Synthesis 

Filter Title & 

 
n=7 

Filter Body & 

 
n=6  
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8. Employee Involvement 

9

. 

1. Top management commitment  Ismail & 

Ebrahimpo

ur (2003) 
2. Customer focus 

3. Information & Analysis 

4. Training 

5. Supplier management 

6. Strategic planning 

7. Employee involvement 

8. HRM 

9. Process Management 

10. Teamwork 

11. Product & Service design 

12. Process control 

13. Benchmarking 

14. Continous Improvement 

15. Employee empowerment 

16. Quality Assurance 

17. Social Responsibilty 

18. Employee satisfaction 

1

0

. 

1. Internal Motivation (Kaziliunas

, 2010) 2. Reward system 

3. Teamwork 

4. Continuous Improvement 

5. Measurement of Performance 

6. Communication 

7. Audit 

1

1
. 

1. Communication (Gopal and 

Attri, 2017) 2.Top Management Commitment  

3. Training & Education 

4. Employee Support & Involvement 

5. Teamwork 

6. Motivation 

7. Internal Audit 

1

3

. 

1. Communication (Bounabri 

et al., 

2018) 
2. Top Management Commitment 

3. Training 

4. People Acceptance 

1

4

. 

1. Leadership (Matsoso 

and 

Benedict, 

2015) 

2. Process Control 

3. Customer Orientation 

4. Resource  

5. Employee involvement 

6. Employee Training 

7. Use of IT 

8. Supplier Relations 

9. Team Building 

10. Benchmarking 

1

5

. 

Motivation Internal & External (Juanzon 

and Muhi, 

2017) 

1

6

. 

1. Continuous Improvement (Mardani et 

al., 2015) 2. Strategic Planning 

3. Team Working 

4. Process Management 

5. Customer Focus 

6. Employee empowerment 

7. Employee Involvement 

8. Leadership 

1

7

. 

1. Know how & Knowledge (Sahoo and 

Yadav, 

2017) 
2. Commitment of Management 

3. Enough Budget 

4. Employee acceptance 

5. Training 

6. Enough time 

 

4.  Determining how the studies are related. 

Based on Table 1 above, the relationship 

between one study and another will be 

determined. Noblit & Hare (1988) recommends 

coding each key concept (metaphor) so that 

translation is easy to do in the next stage. As an 

example of the key concept in the first reference 

(Psomas, Fotopoulos and Kafetzopoulos, 2010), 

the Customer Needs & Expectation Meeting is 

given code 1.1; Continuous Improvement of 

Process & Product Quality 1.2; and Know-how 

of Employees 1.8. Likewise also the second 

reference (del Castillo-Peces et al., 2018), there 

is a key concept (metaphor) that is Customer 

Management is given code 2.1; Financial has 

code 2.2; Requirements to compete in the sector 

are given code 2.3, and so on for other key 

concepts. Based on Table 1, it can be seen that 

the key concepts between a study and another 

have many similarities that can be translated 

(Britten et al., 2002; Campbell et al., 2011). 

5.  Translating the studies into one another.  

In this stage, the researcher translates and 

synthesizes parallel meaning by looking at the 

relationship between studies where key concepts 

that have similarities will be synthesized and 

those that do not have similarities will be 

integrated. In translating and synthesizing, 

researchers first understand each key concept 

(metaphor). For example, Fard & Mansor 

(2011) identified one of the key concepts is 

"Training & Education" which is defined as a 

company's training and education support the 

improvement of employee knowledge and 

capability. Bounabri et al (2018) stated that one 

of the metaphors is "Training" which is 

explained as a form of improving employee 

competence in completing tasks related to the 

ISO 9001 quality management system. Khanna 

(2011) also mentions one of the key concepts 

that is "Training" which is appropriate training 

and education of employees to improve their 

knowledge and skills. From the three key 

concepts, there are similarities in the essence of 

training and education that enhance the 

capability of employees in carrying out work 

according to the demands of the ISO 9001. 

Therefore, based on the level of similarity of 

meaning of the metaphor, synthesis of the three 

key concepts can be made a new key concept 

that is "Training & Development". This key 

concept is the result of an in-depth interpretation 

of the key concepts of cross-study. This was 

also done in the whole study in the same way.  

6.  Synthesizing the translations & Expressing 

the synthesis. At this stage, the synthesis 
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results that have been carried out in the 

previous stage are expressed where the 

synthesis process is carried out with a deep 

interpretation of each key concept, namely 

Key Success Factors (KSF) of ISO 9001 

Implementation at the level of SMEs. Overall 

expression results of 20 KSF ISO 9001 

implementation at the level of SMEs based on 

Meta-Ethnography approach as presented in 

Table 2.  
 

 

Table 2: New Expression of Key Success Factors 

 

Based on Table 4 above, the KSF Implementation of 

ISO 9001 at the level of SMEs can be seen that the 

overall KSF obtained is relevant to the context of 

ISO success in SMEs. Therefore, KSF generally 

needs to be adopted by SMEs to improve the success 

of implementing ISO 9001 in their environment. 

4 CONCLUSIONS 

Based on the research that has been conducted can 

be drawn that the research has obtained 20 Key 

Success Factors that influence ISO 9001 

implementation in the context of SMEs. The 

contribution of this study is the successful 

demonstration of using Meta-Ethnography 

qualitative approach that never been used before to 

synthesize the Key Success Factors (KSF) especially 

in the study of ISO 9001 for SMEs. In addition, 

another important findings as contribution of this 

paper are generating KSF that are general in nature 

(generic), especially in the implementation of ISO 

9001 for SMEs, thus they could be adopted by any 

type of SMEs.  In the future, the research needs 

empirical research for validating and implementing 

KSF in Indonesian SMEs. 
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Abstract: To be able to survive amid intense organizational competition, Small Medium Entrepreneurs (SMEs) 

require strategies to improve the quality of products/services offered. Quality improvement is clearly needed 
so that companies have high competitiveness. Good product/services can be produced by good internal 
processes. ISO 9001 Quality Management System is a framework that has been used extensively by SMEs 
to ensure the quality of the process. But not a few SMEs have successfully implemented and obtained QMS 
certification. Many factors influence the process of implementing ISO 9001 QMS, especially in the context 
of SMEs that have many limitations. This study aims to test the validity and reliability of scale for 
implementing ISO 9001’s Critical Factors in SMEs level. The method used is a quantitative survey of four 
SMEs that have successfully implemented and obtained ISO 9001 certification. Data from the survey were 
analysed using the Aiken approach to show the level of validity and reliability. The results showed that of 
the 20 items tested, only 19 items were met the criteria. Item of Employee Acceptance was eliminated from 
scale because the implementation of ISO 9001 is mandatory for all stakeholders so the factors could be 
ignored. 

 
 
1 INTRODUCTION 

To be able to survive in the midst of tight 
organizational competition, every organization needs 
a strategy to improve the quality of products / 
services offered. Quality improvement is clearly 
needed so that companies have high 
competitiveness. Good product / services can be 
produced by good internal processes. ISO 9001 
Quality Management System is a framework that has 
been used widely by various organizations to 
improve performance and competitiveness. 

Quality Management System (QMS) as a 
framework certainly requires large resources and a 
number of procedures that must be implemented 
correctly so that the running process in the 
organization is carried out consistently according to 
agreed standards, where the objectives to be 
achieved are the quality and productivity of the 
organization (Maranhao, 2005) Based on the above 
understanding, QMS does not only focus on 
organizational structures that describe the duties and 
responsibilities of personnel, but also explains how 
and what each personnel must do to achieve 

organizational goals. This is closely related to 
process management in organizations (Moura, 
2003). In other words, process management is 
important to optimize all available resources and 
QMS helps organizations to manage business 
processes that run better (Psomas, 2010). The 
process is standardized so that there is harmony 
between process objectives and customer needs 
(Conti, 2004; Miguel, 2001). The success of an 
organization is not related to the choice of certain 
standards but rather to how the standard 
implementation process is carried out properly so 
that it can finally obtain recognition in the form of 
certification. Among the existing standards, QMS 
ISO 9001 has been adopted globally and recognized 
by various organizations in the world. The QMS ISO 
9001 is designed based on a process model that can 
be applied to various business or organizational 
models. The ISO 9001 standard is written in general 
(not technical) language so that it can be understood 
by various parties (Pearch & Kitka, 2010) This can 
be shown by the growth of ISO 9001 QMS 
penetration every year where the system is adopted 
with motivation that is improving efficiency, 
competitiveness, satisfaction customers (Psomas, 
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2010; Magd, 2008). In the early years, ISO 9001 
QMS was widely applied to industrial scale, but 
currently almost all sectors have implemented this 
standard including the SMEs sector (Boiral, 2003). 
Figure 1 below illustrates the growth of ISO 9001 
QMS penetration in recent years as follows: 

 

 
Figure 1: Growth of ISO 9001 Penetration (ISO, 2014) 

The implementation of ISO 9001 QMS correctly can 
provide benefits exceeding the costs incurred 
because QMS can improve performance and build 
sustainable competitive advantage (Lin & Jang, 
2008; Augustyn & Pheby, 2000). The advantage of 
implementing QMS according to some literature is 
increasing awareness of the importance of quality 
and customer satisfaction, reducing costs and 
customer complaints, standardizing work procedures 
and improving communication and increasing 
market share (Cebeci & Beskese, 2002; Dwyer, 
2002; Herasm 2002; Arauz & Suzuki , 2004). 
However, it should be noted that the implementation 
of QMS in an organization will not produce optimal 
results if not done correctly (Psomas, 2010). 
Undeniably, many organizations are implementing 
ISO 9001 QMS just to get certification so that the 
quality of the process is ignored (Claver & Molina, 
2003). Certification is often the demand of 
customers or organizations that must be fulfilled as 
one of the business requirements. As a result, many 
organizations prioritize certification and override 
product / service quality improvements that should 
be the focus of the organization. Although this 
certification is actually much criticized, because this 
is not a riskless job. 

In fact, many SMEs have difficulties in 
implementing QMS 9001 to obtain certification 
(Gustafsson, 2001; Trust, 2006; Yuwono, 2012). 
Many obstacles faced by SMEs range from limited 
resources, expertise and skills to rejection from 
internal stakeholders (Nwankwo, 2000; Hudson, 
2001; Garengo, 2007). In order to ensure the 
deployment of an ISO 9001 effective QMS, it is 
intended to identify and validate some critical 

factors to ensure the successful implementation of 
ISO 9001 QMS. Researchers have already found 
twenty (20) Critical Factors from literature-based 
and in this research, The validity of all factors has 
been certified in QMS ISO 9001. 

2 METHODS 

Validity in research is a very important problem 
because it involves the accuracy of the measuring 
instrument used. It can be interpreted that an 
improper instrument will have implications for the 
validity of the results of the research itself. Validity 
determines the extent to which a measuring 
instrument actually describes what is being 
measured. In practice, psychometrics experts have 
developed various ways, techniques and methods to 
improve the validity of items on instruments, one of 
which is through content validity which is the first 
step in assessing the suitability of the scale items 
used. This evaluated the significance of critical 
factors of ISO 9001 implementation for SMEs 
context is proposed through its content validity. 
Content validity reflects the representation and 
relevance of a set of items used to measure a concept 
that is carried out through a rational analysis of the 
content of the test through an expert panel 
assessment. Content validity refers to the accuracy 
of measurements based on instrument content to 
ensure that the scale items used have fulfilled the 
entire contents of the concept or the suitability of the 
items. 

Content validity is the validity estimated through 
testing of the feasibility or relevance of the test 
content through rational analysis by a competent 
panel or through expert judgment. Content validity 
ensures that measurements include a sufficient and 
representative set of items that reveal the concept. 
The more the item scale reflects all the concepts 
measured, the greater the validity of the contents. In 
other words, content validity is a function of how 
well the dimensions and elements of a concept have 
been described (Sekaran, 2006). Content validity is 
done to ascertain whether the contents of the 
questionnaire are appropriate and relevant to the 
purpose of the study. The validity of the content 
shows the contents reflecting the complete range of 
attributes under study (Devon et al, 2007). Estimates 
of the validity of the content of the tests are obtained 
thoroughly and systematically in examining test 
items to determine the extent to which they reflect 
and do not reflect the content domain (Kowsalya, 
2012). Thus, content validity shows the high and 
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low agreement among experts who assess the 
feasibility of a measurement scale (Azwar, 2012). 

As said, content validity is the representation of 
content that should be to evaluate (Napitupulu, 
2005). Content validity should be conducted in the 
instrument development stage and also judgmental 
one (Burns, N., & Grove, 1993). Developing 
instrument had the purpose of understanding the 
construct that is being measured. The constructs 
could be obtained from qualitative ways such as 
literature reviews, interviews, and focus groups. 
Selecting the domain of constructs will bring 
undoubtedly research variables, scope and elements 
of the subject could be obtained. 

In the other hand, the instrument judgment stage 
is based on expert opinion that surveyed with a 
questionnaire in quantitative ways (Yaghmaie, 
2003). In this case, during testing, the validity of an 
item, an expert gave opinion or agreement according 
to the measurement item that is being assessed. 
Content validity is determined by professional or 
expert and assessed through an expert agreement, 
not by the researcher (Yang, 2011). In another word, 
content validity shows the extent of expert 
agreement toward item or construct in the instrument 
being assessed. Involvement of at least five to ten 
experts in the same domain was valuable to evaluate 
each item or construct of the instrument (Yaghmaie, 
2003). Conducting the content validity become the 
main activity in testing instrument had been 
designed. Therefore, this study used quantitative 
survey to explore expert agreement or opinion about 
critical factors of ISO 9001 implementation as items 
proposed in the instrument. Based on expert 
comment or rating quantitatively, the statistical 
approach used to measure the extent of instrument 
validity. In this research, we tested the validity using 
Aiken approach (1980, 1985) that widely used to 
validate a scale (Yu, 1993; Lai & Chang, 2007; 
Aiken, 1980; Aiken, 1985). The extent of agreement 
between experts indicated the significance of items, 
and it was calculated symbolized by V coefficient.  

Content validity coefficient (V) has a value 
between 0 to 1 where the higher the value of the 
coefficient V, the higher the validity of the contents. 
In other words, if the content validity coefficient (V) 
is large and reaches the standard of significance 
specified for a number of experts (expert) it can be 
said that the item tested has good content validity. 
The value of the coefficient V depends on the rating 
category or scale (c) which has a range from 2 to 7 
and the number of items (m) or experts as an 
appraiser (n) that has a range of 2 to 25 (Aiken, 

1985). V coefficient based on Aiken was formulated 
(Aiken, 1980; Aiken, 1985): 

 
V = ∑ S / [ n (c-1) ]     (1) 

 
S = r – lo      (2) 

With n is the number of experts. The coefficient of 
V had a value from lowest 0 to maximum of 1. 
According to Aiken Table (Aiken, 1980; Aiken, 
1985), content validity index (V) required of the 
item is significant if above the cut off value 0.75 
(V>0.75). It means if the validity index of the item 
below 0.78 (V>0.75). It means if the validity index 
of the item below 0.70 (V<0.75), an item doesn't 
have a good content validity or not significant (Yu, 
1993, Lai & Chang, 2007; Aiken, 1985; Cohen, 
1960).  
 
In the other hand, V Coefficient was confirmed by 
the extent of consistency of items namely 
homogeneity reliability.  Homogeneity reliability is 
used to test how much consistency among experts in 
giving the same inter-rater agreement to a 
measurement item. Homogeneity reliability was 
calculated symboliezed by H coefficient. H 
coefficient based on Aiken was formulated (Yu, 
1993, Lai & Chang, 2007; Aiken, 1985; Azwar, 
2012): 
 

H = 1 -  S / (c-1) (n2-k)    (3) 
 

With n is some experts.  
 

The reliability coefficient of homogeneity (H) also 
has a range of values between 0 to 1 where the 
higher the value of the H coefficient, the higher the 
reliability of the homogeneity. In other words, if the 
reliability coefficient of homogeneity (H) is large 
and reaches a standard of significance determined 
for a number of experts, it can be said that the tested 
item has good internal reliability or consistency. The 
value of the H coefficient also depends on the rating 
category or scale (c) which has a range from 2 to 7 
and the number of items (m) or experts as an 
appraiser (n) that has a range of 2 to 25.  

Another approach to testing content validity is 
the CVR (content validity ratio) proposed by 
Lawshe (1975). The weakness of the CVR approach 
proposed by Lawshe (1975) is that the coefficient 
value generated by this approach can be negative 
because it ranges from -1 to +1. In addition to the 
Lawshe approach, there is no assessment standard 
that shows the coefficient can be considered 
significant or not. In other words the standard of 
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significance is not explicitly defined so that the 
justification of the importance of an item in 
measurement becomes unclear (Yu, 1993). In 
another side, some researchers proposed Cohen’s 
kappa introduced by Jacob Cohen (1960), as a robust 
method for nominal scale collecting data comparing 
to Aiken (Cohen, 1960). However, we use Aiken 
approach since we collect and analyze data based on 
five points scale yaitu 1 (strongly disagree), 2 
(disagree), 3 (netral), 4 (agree) and 5 (strongly 
agree) for each item asked.  

Instruments containing 20 items using a Likert 
scale were distributed to five SMEs who had 
implemented and managed to get international 
recognition in the form of ISO 9001 certification. Of 
the four SMEs there were 8 people surveyed and 
asked for their level of approval of the list of critical 
factors submitted. All 8 people are owners and 
managers who understand the application of ISO 
9001 in their organizations. 

3 RESULT & DISCUSSIONS 

At this stage, each item is validated in the form of 
critical factors in the instrument that has been 
obtained with the help of expert judgment. A total of 
8 experts were involved in the instrument validation 
activities using the Delphi technique. The Delphi 
technique has been widely used and accepted to 
achieve convergence of opinions about real-world 
knowledge requested from experts in certain topics. 
Delphi technique is designed as a group 
communication process that conducts detailed 
examinations and discussion of specific issues aimed 
at setting goals, research policies or predictions of 
future events (Hsu & Sanford, 2007). Unlike the 
Focus Group Discussion (FGD), the experts were 
not met face-to-face, and the identities of each 
expert were hidden so that each expert did not know 
the identity of the other expert. This aims to avoid 
the domination of other experts and can minimize 
biased opinions (Boar, 2001) as often happens in 
FGDs (Afiyanti, 2008). 

To reach an agreement regarding critical factors 
that are considered important by experts, the Delphi 
process is carried out up to 2 rounds. The results of 
the instrument validity test with Aiken approach in 
round 1 can be shown as follows: 

Table 1: Instrument Validity Test (Round 1st) 

No Critical Factors  of  
ISO 9001 in SMEs 

Validity (V) 
Aiken 

1. Customer Focus 0.81 

2. Top Management Support 0.84 
3. Information & Analysis 0.90 
4. Strategy & Planning 0.87 
5. Training & Development 0.87 
6. Design Quality 0.84 
7. Process Control 0.81 
8. Continuous Improvement 0.84 
9. Motivation 0.87 
10. Enough Funding 0.87 
11. Supplier Quality 

Management 0.87 
12. Infrastructure & 

Technology 0.87 
13. Team Involvement 0.72 
14. Clear Job Responsibility 0.81 
15. Awareness of ISO 9001 0.78 
16. Quality Oriented Culture 0.78 
17. Employee Acceptance 0.66 
18. Cooperation & 

Teamwork 0.69 
19. Communication 0.72 
20. Audit 0.72 

 
In Table 1, the validity of the instrument has been 
tested, especially each item in the form of critical 
factors ISO 9001 for SMEs. The test results with the 
Aiken approach show the validity coefficient (V) has 
a range from 0.66 to 0.90. Based on Aiken's 
minimum significance requirement, for 8 experts 
with 5 rating scales, each item must have a greater 
coefficient value of 0.75 (V> 0.75). Of the 20 items, 
five invalid items were found based on expert 
opinions, namely the Involvement Team (0.72), 
Employee Acceptance (0.66), Cooperation & 
Teamwork (0.69), Communication (0.72) and Audit 
(0.72). This indicates that the coefficient V does not 
exceed 0.75 (V <0.75) according to the minimum 
requirements. In other words, the five items are not 
considered significant by expert opinion so the 
consequences can be eliminated from Table 1 above. 
However, after seeing that not all experts have the 
same opinion or reach agreement on these five 
factors, considering this matter should be carried out 
by Dephi round 2 to obtain consensus. Validity test 
results of round 2 instruments can be shown in Table 
2 especially for the five items that have not reached 
an expert agreement. 

Table 2: Instrument Validity Test (Round 2nd) 

No Critical Factors of  
ISO 9001 in SMEs 

Validity (V) 
Aiken 

1. Team Involvement 0.82 
2. Employee Acceptance 0.50 
3. Cooperation & Teamwork 0.81 
4. Communication 0.78 
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5. Audit 0.78 
 

Based on Table 2 the instrument validity testing 
process was carried out on some invalid items in the 
first round. After being re-confirmed to the expert 
with an explanation, finally an agreement or 
consensus can be found where only the Employee 
Acceptance item is invalid with a coefficient of V 
0.50 (V <0.50). This is in the opinion of experts that 
the application of ISO 9001 is an obligation that 
must be carried out by all stakeholders. Because it is 
mandatory or mandatory, the Employee Acceptance 
factor is no longer important. Even more important 
is preparing employees through training and 
socialization so that they are capable of carrying out 
tasks related to ISO 9001. Furthermore, the next 
stage will also be tested the level of reliability or 
consistency of experts. Instrument reliability test 
results can be shown in Table 3 as follows: 

Table 3: Instrument Reliability Test 

No Critical Factors  of  
ISO 9001 in SMEs 

Reliability 
(H) Aiken 

1. Customer Focus 0.89 
2. Top Management Support 0.89 
3. Information & Analysis 0.88 
4. Strategy & Planning 0.88 
5. Training & Development 0.88 
6. Design Quality 0.89 
7. Process Control 0.89 
8. Continuous Improvement 0.89 
9. Motivation 0.88 

10. Enough Funding 0.88 
11. Supplier Quality Management 0.88 
12. Infrastructure & Technology 0.88 
13. Team Involvement 0.90 
14. Clear Job Responsibility 0.89 
15. Awareness of ISO 9001 0.90 
16. Quality Oriented Culture 0.90 
17. Employee Acceptance 0.93 
18. Cooperation & Teamwork 0.91 
19. Communication 0.90 
20. Audit 0.90 

 
The reliability coefficient value in Aiken is called 
the homogeneity-reliabilty coefficient (H). Based on 
Table 3 above, it can be shown that the reliability 
coefficient has a range between 0.88 to 0.90. Based 
on Aiken's minimum significance requirement, for 8 
experts with 5 rating scales, each item must have a 
greater coefficient value of 0.67 (H> 0.67). In Table 
3 it can be seen that the entire item has met the 
threshold value of the coefficient that is considered 
significant, namely H> 0.67. But for Employee 
Acceptance items with a high coefficient value of 

0.93. This shows that all experts consistently agree 
to issue the item on the proposed scale. Thus it can 
be said that the instrument has been tested for 
reliability and shows good internal consistency. The 
total of 19 items obtained in this study have met the 
required validity and reliability criteria so that this 
paper contributes. The importance of this research 
can provide information regarding what key factors 
should be considered by SMEs in order to support 
the successful implementation of ISO 9001 in their 
organizations. 

4 CONCLUSIONS 

This study contributes to critical factors in 
implementing ISO 9001 in SMEs. The results of the 
validity and reliability test show that there are 19 
critical factors that meet the minimum criteria or 
requirements. Other contributions are the use of 
Delphi techniques and Aiken's approach in testing 
the validity and reliability that had not previously 
been used especially in critical factors studies on the 
application of ISO 9001 in SMEs. Further research 
is in the form of elaborating operational definitions 
and measurement indicators because critical factors 
are generally still latent so that instruments can be 
used to evaluate the success rate of SMEs in 
implementing ISO 9001. 
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Abstract: To be able to survive amid intense organizational competition, Small Medium Entrepreneurs (SMEs) 

require strategies to improve the quality of products/services offered. Quality improvement is clearly needed 
so that companies have high competitiveness. Good product/services can be produced by good internal 
processes. ISO 9001 Quality Management System is a framework that has been used extensively by SMEs 
to ensure the quality of the process. But not a few SMEs have successfully implemented and obtained QMS 
certification. Many factors influence the process of implementing ISO 9001 QMS, especially in the context 
of SMEs that have many limitations. This study aims to test the validity and reliability of scale for 
implementing ISO 9001’s Critical Factors in SMEs level. The method used is a quantitative survey of four 
SMEs that have successfully implemented and obtained ISO 9001 certification. Data from the survey were 
analysed using the Aiken approach to show the level of validity and reliability. The results showed that of 
the 20 items tested, only 19 items were met the criteria. Item of Employee Acceptance was eliminated from 
scale because the implementation of ISO 9001 is mandatory for all stakeholders so the factors could be 
ignored. 

 
 

1 INTRODUCTION 

The use of Information and Communication 
Technology (ICT) today is an inevitable necessity. 
Even the use of ICT is one of the opportunities that 
can be used by organizations in increasing 
competitive advantage. Ray (2007) states that ICT 
users can support organizational business processes 
and even increase business value. This has also 
penetrated into the world of education, including 
vocational high schools (SMK). At the vocational 
level, there are several activities to support the 
learning process, vocational school management or 
vocational administration. These activities include: 
learning process, student data processing, new 
student admission, student data management, 
delivery of information to the community, teachers 
and students, library management, payment of 
school fees, etc. ICT can be used to support these 
activities so that the effectiveness and efficiency of 
the use of existing resources can be optimized. One 
of the uses of ICT is to automate existing business 
processes (Wardani, 2017). Based on some 
literature, it turns out there are still many SMKs that 

have not used ICT optimally. Business processes 
that are running are not yet automated, causing 
problems such as slow processing, inaccurate 
recording, difficulty tracing data, etc. Portraits that 
are often found in schools in general are still manual 
systems, printed media that is still attached, data 
storage is still conventional, that is written on a book 
and stored in a large closet that requires a special 
room or place (Hartono, 2014; Hasbi, 2015; 
Wardani, 2017). This study emphasizes the business 
processes of new student admissions, especially in 
the Information Technology Vocational High 
School. The new student admission system in 
vocational schools is still mostly manual where 
prospective new students register by writing their 
own data on the paper on the registration form 
provided. After the form is filled in and then 
recapitulated by the school into the computer. The 
data collection process for new students also uses 
paper and then processed in software such as 
Microsoft Excel (Nugroho, 2007; Herdianto, 2014). 
Processing of test scores and selection results is 
announced through an information board so that 
prospective students must be obliged to come to 
school. Bina Informatika Vocational Schools, such 
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as schools, generally select new student admissions 
based on students' talents, interests and abilities. 
This vocational school offers several departments 
that are of interest to prospective students so that it 
is expected that prospective students can choose an 
appropriate department and are able to take part in 
the productive learning process of the chosen 
department. Therefore, the process of selecting new 
prospective students must be done well, otherwise 
losses will occur on both sides of the school and 
students themselves. In addition, the limited capacity 
of each department, the school is expected to be able 
to select prospective students based on the highest 
score in each entrance examination. To produce 
information quickly, precisely and accurately from 
the results of the overall value obtained by 
prospective students, of course the school needs an 
information technology developed. Decision support 
systems have been developed to assist management 
in selecting prospective students based on 
established criteria. This study aims to evaluate the 
extent to which the system can be accepted by users 
so that it can eventually be used optimally. This is 
because an application of the right information 
technology in an organization is not an easy thing, it 
often fails because of technical and non-technical 
constraints (Saktiyanto, 2016). Therefore, evaluation 
of user acceptance is very important to predict the 
use of these technologies in the future. According to 
Delon & McLean (2003), user acceptance of a 
technology is directly proportional to its adoption 
rate. 

According to Jogiyanto (2007), technology users 
will have behavioral interests using technology if 
they feel the technology is useful and easy to use. 
The technology acceptance model that has been 
widely used is the Technology Acceptance Model 
(TAM) which identifies two key factors of 
individual acceptance of technology namely 
perceived usefulness and perceived ease of use. This 
study uses the TAM model to determine the level of 
user acceptance of the decision support system in the 
new student admissions process that has been 
developed. 

2 METHODS 

This research is quantitative descriptive which aims 
to describe the extent of acceptance of the decision 
support system of new students in Bintaro 
Informatics Development Vocational School from 
the user's perception. Decision support system 
(DSS) was developed to assist schools in selecting 

prospective new students who take the entrance 
screening test, making it easier for management to 
obtain data quickly and accurately in making 
decisions. 

A total of 24 people were involved in the 
research survey including the Principal, Deputy 
Principal, Deputy Head of Education, Deputy Head 
of Student Schools, Deputy Principal of Facilities 
and Infrastructure, Head of Information and 
Communication Technology, Head of Arts and 
Creative Industries and members of the New Student 
Admissions Team which was formed to manage the 
running PSB process. This is due to the many 
criteria tested which include academic tests, aptitude 
tests, psychological test, interview tests and physical 
tests. All respondents filled out a questionnaire that 
had been tested for validity and reliability. 

The distribution process and filling out the 
questionnaire takes a long time, namely for 1 month 
(July 2018). This is because filling out the 
questionnaire must simultaneously use the decision 
support system directly so that there is an element of 
practice. Previously using DSS, respondents were 
given an explanation of how the system works and 
what features are included in it. After the respondent 
uses the system, a questionnaire can be done. The 
questionnaire distributed in this study consisted of a 
total of 15 statement items (indicators), including 2 
independent variables and 1 dependent variable. The 
independent variable used to predict the level of user 
acceptance is the perception of benefits consisting of 
4 statement items and perceived ease of use as many 
as 6 statement items. While the dependent variable 
measured is the level of user acceptance which 
consists of 5 items (indicators). The assessment 
dimension uses a Likert scale, starting from a scale 
of 1 = "strongly disagree (SDA) to score 5 =" 
strongly agree (SA)". The level of approval of the 
benefits and ease of use aspects can predict the level 
of user acceptance of the developed DSS. In 
addition, it can be evaluated what aspects are still 
lacking in the performance of the system so that it 
becomes a recommendation for future 
improvements. 

This study uses the technology acceptance model 
(TAM) which aims to predict the level of user 
acceptance of technology. The original TAM model 
actually consists of five variables: perception of ease 
of use, perception of usefulness, attitude towards 
use, interest in the use of actual systems and use of 
behavior. However, in the literature study 
conducted, several studies show that attitude 
attitudes variables have not proven to be significant 
and are dropped from the TAM model (Venkatesh & 
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Davies, 1996; Venkatesh & Davies, 2000; 
Venkatesh et. Al, 2003; Chuttur, 2009). They are 
arguing that the role of attitude in explaining 
behavioral intention or actual adoption is the 
behavior is very limited and is a partial mediator in 
the relationship between beliefs and the adoption 
behavior or intention. Several other studies (Gahtani, 
2001; Sanjaya 2002) simplify the TAM model by 
combining the use behavior variable with actual 
system use into a variable, user acceptance. The 
operational model in this study can be presented in 
Figure 1 as follows: 

 

Figure 1: Growth of ISO 9001 Penetration (ISO, 2014) 

The operational table of the research can be seen in 
Table 1 where each variable both independent and 
bound variables are latent (abstract) so it needs to be 
operationalized by adding several items/ 
measurement indicators. The measurement 
instrument in this study consist of perceived 
usefulness (6 items/indicators), perceived ease of use 
has 6 items/indicators and user acceptance has 3 
items/indicators (Davies, 1989) as presented in 
Table 1 below: 

Table 1: Measurement Instrument 

 
 

Testing of user acceptance of DSS is analyzed 
descriptively with the first two levels based on the 
number of frequencies of the respondent's answer 
distribution and the second, with a statistical 
indicator in the form of the average value of the total 
respondents' answers to each variable and item. In 
this study it is assumed that the mean value of a 
variable exceeds 4 then it can be concluded that the 
level of agreement of respondents is assumed to be 
high. For example, if the ease of use perception 
variable has an average value equal to or greater 
than 4 (4), it can be said that the system proved easy 
to use by the user. Conversely, if the mean value is 
below 4 (<4), the system is assumed to be difficult to 
use. Statistical calculations are also carried out not 
only for variable levels, but also for each item in the 
questionnaire. 

3 RESULT & DISCUSSIONS 

Based on the results of the questionnaire that has 
been processed obtained descriptive statistics that 
can be presented in Table 2 as follows: 
Table 2: Response Frequency : Perceived Usefulness 

 
SA= Strongly Agree, A=Agree, N=Netral, DA=Disagree, 
SDA=Strongly Disagree 
 
Based on Table 2 of the perceived usefulness aspect 
that is assessed, the majority of respondents' answers 
are neutral and agree. The indicator "accelerating 
completion of work" gets the highest percentage of 
59% of respondents agree and 33% of respondents 
said strongly agree. In addition, if the average value 
of each indicator calculated for indicators obtained 
for PU1 items, the average score of 4.25, PU2 4.00, 
PU3 and PU4 has the same score of 3.92. From the 
average scores obtained, almost all get a mean score 
of 4.00 so that it can be said that the decision 

No Variab
le 

Item/Indicator 

1. Perceived 
Usefulness  

Accelerate completion of tasks (PU1) 
Improve performance (PU2) 
Simplify work (PU3) 
Increasing Effectiveness (PU4) 

2. Perceived 
Ease of Use 

Easy to learn (PE1) 
Easily calculate participant value (PE2) 
Easily get ranking information (PE3) 
Easy to understand (PE4) 

Skill using (PE5) 
Easy to use (PE6) 

3. User 
Acceptance 

Increase frequency (UA1) 
Interest in using (UA2) 
Real use (UA3) 
User satisfaction (UA4) 
Motivate others (UA5) 

Item/Indicat
or 

Response Frequency 
SA A N DA SDA 

Accelerate 
completion 
of tasks 
(PU1) 

33% 59% 8% - - 

Improve 
performance 
(PU2) 

17% 43% 50
% 

- - 

Simplify 
work (PU3) 

17% 34% 58
% 

- - 

Increasing 
Effectivenes
s (PU4) 

18% 33% 58
% 

- - 
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support system developed is considered useful for 
users, especially in accelerating task execution, 
improving work performance and effectiveness in 
helping new student admission activities in school. 
The results in terms of perceived ease of use can be 
shown in Table 3 below: 
Table 3: Response Frequency : Perceived Ease of Use 

 
In Table 3 it can be seen that the majority of 
frequency answers are at the agreed level where the 
highest agreed frequency is on the indicator "easy to 
calculate the value of participants (PE2)" and "easy 
to get information (PE3)". When viewed in PE2 and 
PE3 items, users find that the decision support 
system can provide information quickly and easily 
regarding the rank of prospective students who have 
taken the exam based on the calculation of the value 
criteria tested. Based on the average value 
calculated, the PE1 items obtained got a score of 
4.17, PE2 & PE3 4.25, PE4 3.92, PE5 & PE6 
reaching 3.83. In general, the average score obtained 
is 4.00 although there are several indicators that 
must be improved. Thus it can be said that the 
decision support system can provide ease of use for 
users to select prospective new students in the 
school environment. 

Furthermore, in this section also analysed aspects 
of user acceptance which can be presented in Table 
4. Based on Table 4 below, it can be shown from the 
overall indicators that are assessed, the frequency of 
respondents' answers at the level strongly agrees and 
agrees is higher than the other alternative answers. 
For example, the item "interest in using (UA2)", the 
number of respondents who chose a very agreeable 
answer reached 50% (12 of 24 respondents) and 
agreed also 50%.  

There are no other answers besides the two 
answers. This means that the interest of respondents 
to use the system is very high. The average value 
obtained for each item is as follows: UA1 4.42, UA2 

4.50, UA3 4.33, UA4 4.33 and UA5 get an average 
score of 4.08. From the average score it can be 
shown that all items measured have a mean value 
above 4 (> 4) so that it can be said that each 
indicator shows that user acceptance is also high for 
the decision support system that has been developed. 
The mean score summarized for each variable that 
also shows the same results as the analysis carried 
out is for perceived usefulness (4.02), perceived ease 
of use (4.04) and user acceptance (4.39). All varaibel 
have an average score above the number 4 (<4) 
where the variable perceived ease of use has a higher 
value than perceived usefulness.  

Table 4: Response Frequency : User Acceptance 

 
This shows that the factor of ease of use is 

preferred by the user in this case which encourages 
high user acceptance. This will certainly greatly 
support its adoption in the future. 

4 CONCLUSIONS 

Based on the research that has been carried out, it 
can be concluded the survey results of user 
acceptance evaluation that the user considers the 
decision support system developed is very useful in 
supporting the completion of work more effectively 
and efficiently and improving performance, 
especially management and the new student 
admission team. In terms of ease of use, users are 
also perceived to be very good, especially easy to 
calculate the value of participants and easily get 
information on the rankings of the participants 
resulting from the selection. Both of these 
independent variables proved to be in line with the 
level of user acceptance which was also perceived as 
high especially for the interest in using the system. 
The evaluation results provide input and 

Item/Indicator Response Frequency 
SA A N DA SDA 

Easy to learn 
(PE1) 

33% 50% 17% - - 

Easily calculate 
participant value 
(PE2) 

34% 58% 8% - - 

Easily get 
ranking 
information 
(PE3) 

34% 58% 8% - - 

Easy to 
understand 
(PE4) 

25% 42% 33% - - 

Skill using (PE5) 17% 50% 33% - - 

Easy to use 
(PE6) 

17% 50% 33% - - 

Item Response Frequency 
SA A N DA SDA 

Increase 
frequency 
(UA1) 

50% 42% 8% - - 

Interest in 
using (UA2) 

50% 50% - - - 

Real use 
(UA3) 

42% 50% 8% - - 

User 
satisfaction 
(UA4) 

42% 50% 8% - - 

Motivate 
others (UA5) 

3% 42% 25% - - 

UNICEES 2018 - 1st Unimed International Conference on Economics Education and Social Science

22



 

recommendations for the school management in 
increasing the use of the system in the future. 
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Abstract: To be able to survive Quality management systems especially ISO 9001 have been widely adopted as strategy 

for organizations to ensure the quality of process, which in turn will increase the quality of product/services. 
In fact, many organizations in SMEs level could not implemente the QMS because of their constraints. Even 
worse, they do now know about the advantage of QMS and feel they no not need it. This research purpose is 
to discuss how far the gap between SMEs that already have implemented QMS ISO 9001 and those that have 
not, especially in term of quality management principle. The method of deep interview and survey used in 
this research. The result show that there is a huge gap between two kinds organization especially SMEs with 
ISO 9001 and those who do not, in some variables such as customer focus, leadership, process approach and 
evidence based-decision. This research also explored what the benefits obtained by organization with 
successfull ISO 9001 sertification, including better management, available data & information to trace until 
customer satisfaction.    

 
 
 

1 INTRODUCTION 

The concept of small and medium enterprises (SMEs) 
in Indonesia is very diverse. The criteria of SMEs are 
also different depending on the perspective of the 
institution. There are three institutions that define 
SMEs differently, namely the Central Bureau of 
Statistics (BPS), the Ministry of Trade, and Bank 
Indonesia. In general, SMEs usually cover at least 
two aspects, namely aspects of the initial investment 
value (total assets) and aspects of the amount of labor. 
According to BPS, for example, if the workforce is 5 
to 19 people then it is a small business, whereas if the 
workforce consists of 20 to 99 people, it is a medium-
sized business. According to Law No. 9 of 1995, the 
criteria for a small business is to have a net worth of 
a maximum of Rp 200 million (not including land and 
building for business) or to have a sale of at most Rp 
1 billion per year. For medium-sized businesses 
divided into two, namely the industrial sector that has 
assets of at most Rp. 5 billion and for the non-
industrial sector, has a net wealth of at most Rp. 600 
million (not including land and building business 
premises) or having a maximum sales of Rp. 3 billion 
per year. In addition, Presidential Instruction No. 10 

of 1999 defines medium-sized businesses as activity 
units that have net assets between Rp. 200 million to 
Rp. 10 billion, excluding land and business buildings. 
These various points of view are complementary to 
the concept or criteria of an SME (Setiawan, 2004) 

UKM is one of the driving forces for economic 
development in various countries including 
Indonesia. Based on experience in developed 
countries shows that SMEs are a source of production 
and technology innovation, the growth of the number 
of creative and innovative entrepreneurs and the 
creation of skilled and flexible workforce in the 
production process to deal with rapid changes in 
market demand (Tambunan, 2002). 

In Indonesia, it cannot be denied how important 
the role of SMEs is in the creation of employment 
opportunities and community income sources. Data 
from the State Ministry of Cooperatives and SMEs 
(2014) shows that SMEs in Indonesia amount to 
56.54 million units spread throughout Indonesia, 
where the number represents 99.99% of the number 
of business units in Indonesia, with more and more 
annual growth. SMEs have been able to prove their 
existence in the economy in Indonesia. When the 
storm of the monetary crisis hit Indonesia in 1998 
small and medium-sized businesses that were 
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relatively able to survive compared to large 
companies. Because the majority of small-scale 
businesses are not too dependent on large capital or 
loans from outside in foreign currency. Thus, when 
there is fluctuation in exchange rates, large-scale 
companies that generally always deal with foreign 
currencies are the most potential to experience crisis 
impacts (Bank Indonesia, 2015). The MSME 
business contributes around 60% of GDP (Gross 
Domestic Product) and opens jobs for the community. 
Figure 1 below illustrates the growth of SMEs 
compared to large businesses, as follows: 

 

 

Figure 1: Growth of SMEs 2011-2012 
 (Bank Indonesia, 2015) 

Based on Figure 1, during 2011 to 2012 there was a 
growth in MSMEs and a decline in large businesses. 
If in 2011, large businesses reached 41.95% the 
following year only 40.92%, down around 1.03%. In 
MSMEs the opposite occurs. If the medium-sized 
business in 2011 was only 13.46%, in 2012 it reached 
13.59%. There was an increase of 0.13%. Unlike 
small businesses, there was a slight decline from 
2011. In that year it reached 9.94% but in 2012 it only 
reached 9.68%, meaning that it decreased by around 
0.26%. A significant increase occurred in micro-
enterprises, if in 2011 it only reached 34.64%, in 2012 
succeeded in reaching 38.81% an increase of 4.17% 
(Bank Indonesia, 2015).  

In addition, the role of SMEs in employment is 
also very large, namely accommodating 99.44 
percent of the entire workforce. In addition to the 
formation of Gross Domestic Product (GDP), the 
contribution of SMEs to National GDP reached 59.08 
percent (Bank Indonesia, 2015). The development of 
SMEs in Indonesia cannot be separated from various 
problems. There are some common problems faced 
by small and medium entrepreneurs such as limited 
working capital and/or investment capital, difficulties 
in obtaining raw materials with good quality and 
affordable prices, limited technology, good quality 
human resources (management and production 

techniques), market information, and difficulties in 
marketing. The level of intensity and nature of these 
problems can differ not only according to the type of 
product or market that is served, but also different 
between regions, between countries, between sectors 
or types of activities, and between business units in 
the same sector (Tambunan, 2002). 

Amidst these limitations, SMEs must have a 
strategy to be able to compete with other products 
both from within and outside the country. Improving 
the quality of products / services is the main key so 
that SMEs can meet customers' increasingly high 
needs. One strategy that is widely used by SMEs is to 
implement a quality management system, especially 
ISO 9001, with the aim of ensuring the quality of 
internal processes. A good process will in turn 
produce good quality products/services 
(Purwaningsih & Kusuma, 2015). But there are still 
many UKM who have not been able to implement a 
quality management system due to the limitations 
mentioned above. This study aims to find out the 
comparison between existing SMEs and SMEs that 
have not implemented ISO 9001 from their quality 
management aspects. Besides that, it was also 
explored, the benefits that have been obtained 
significantly by SMEs that have implemented and 
obtained ISO 9001 certification. 

2 METHODS 

The research method used is a combination of 
quantitative and qualitative approaches (mix-
method). The survey and interview techniques are 
used to analyze gaps between SMEs that have 
implemented an ISO 9001 quality management 
system and SMEs that have not implemented 
especially in terms of the quality management 
principles adopted. There are 3 SMEs that have 
successfully implemented ISO 9001, used as samples 
in this study, with the consideration that the three 
SMEs have obtained international recognition in the 
form of ISO 9001 (best practice) certification. All of 
these SMEs are guided by one of the government 
work units that managed to improve its performance 
because it has implemented ISO 9001. In total there 
are 6 respondents from these 3 SMEs who are 
themselves from the owners and managers who 
understand the application of ISO 9001 in their 
organizations. The survey results of the 3 SMEs 
above will be compared with the results of the 
previous survey to several SMEs that have not 
implemented a quality management system 
especially ISO 9001 (Napitupulu, 2018). In the 
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previous survey activity, there were 5 SMEs in the 
food sector. The total respondents in the survey were 
5 people as business owners. Although the business 
sectors of SMEs that are compared in this study are 
not homogeneous, but in the application of ISO 9001 
are general in nature so they do not depend on the type 
of business of the UKM (Hafsah, 2004; Kurniawan, 
2009). Gap analysis between SMEs with one another 
is done from the aspect of quality management 
principles. Based on ISO / TC 176, there are 7 
principles of quality management at ISO 9001: 2015 
which include the factors of customer focus, 
leadership, people involvement, process approach, 
continuous improvement, evidence-based decision 
making and supplier-relationship management 
(Sugian, 2015). This study adapts some literature 
(Goetsch & Davis, 2010; Karimi & Kadir, 2012; Esa 
& Syukri, 2011) to obtain measurement indicators 
from these 7 principles, which can be presented in 
Table 1 below: 

Table 1: Measurement Instrument 

Customer 
Focus 

I know and do not stop looking for 
information about customer needs and 
expectations (CF1) 
I am always open and friendly in 
accepting customer complaint (CF2) 
Management performs monitoring and 
measuring customer satisfaction 
periodically (CF3) 

Leadership I am able to adjust my personal goals 
with business goals (LD1) 
I always make the values in the vision 
and mission of the business as a guide 
in doing the work (LD2) 
I am always obedient to the prevailing 
laws and regulations (LD3) 

People 
Involvement 

I always share information with 
employees about what is being done 
(PI1) 
I always involve employees in making 
business strategies (PI2) 
I always encourage and facilitate 
employees to improve their 
competence (PI3) 

Process 
Approach 

I can always control the entire work 
process well (PA1) 
Every mistake I make is always an 
input for better process improvement 
(PA2) 
In carrying out the principal activities, 
I always refer to the standard criteria 
that are always evaluated periodically 
(PA3) 

Continues 
Improveme
nt 

I show high concern for teamwork 
training and ongoing improvement 
processes (CI1) 

I always create innovations related to 
product quality improvement (CI2) 

Evidence 
Based-
Decision 

I use information technology to access 
the data to improve business 
performance (ED1) 
I use data and information in making 
decisions (ED2) 
Business performance is always 
regularly evaluated (ED3) 

Supplier 
Relationship 

I do not stop looking for information 
on qualified suppliers that can meet 
business needs (SR1) 
I believe that the supplier is a very 
important partner in improving 
product quality (SR2) 

 
Based on table 1, the measurement instrument have 
19 indicators/item of total 7 factors (variables). They 
are customer focus (3 items), leadership (3 items), 
persons involvement (3 items), processing approach 
(3 items), continuous improvement (2 items), factual 
approach (2 items) and supplier relationship 
management (2 items). Four likert scale was used in 
this instrument to measure the agreement of 
respondents from 1=strongly disagree untl 4=strongly 
agree. 

3 RESULT & DISCUSSIONS 

Based on the results of the survey, it was obtained an 
overview of the quality management principles that 
have been applied by SMEs that have not 
implemented ISO 9001 and SMEs that have applied 
to obtain ISO 9001 certification. 

Table 2: Non ISO 9001 SMEs Result (Napitupulu, 2018) 

Items Mean Mean of 
Factors 

CF1 2.20  
2.20 CF2 2.40 

CF3 2.00 

LD1 2.20  
2.67 LD2 2.40 

LD3 3.40 
PI1 1.60  

1.73 PI2 1.40 

PI3 2.20 
PA1 1.60  

1.80 PA2 1.60 
PA3 2.20 
CI1 2.40 2.10 
CI2 1.80 
ED1 1.40  

1.93 ED2 2.20 
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ED3 2.20 
SR1 2.40 2.60 
SR2 2.80 

Total Mean 2.15 

 
Based on Table 2, the average value obtained by each 
item / indicator is below 3 (<3.00). This means that 
the principles of quality management have not been 
applied to the five SMEs, except for LD 3 items that 
have a score of 3.40. LD 3 is related to the fulfillment 
of legal aspects or government regulations including 
business licenses. In general, SME owners are aware 
of the obligations that exist so that all SMEs have 
business licenses (PIRT) and some have adopted halal 
certificates (MUI). However, from the principles of 
quality management others are still relatively low, 
especially for PI2 and ED1 items that get the lowest 
score. PI2 items related to employee involvement in 
planning business strategies can also be said to be still 
low. Likewise, ED1 is related to the use of data and 
information to improve performance not yet done by 
the majority of SMEs. Most SMEs do not record in 
the workflow process that runs in the organization. 
The average total score of the adoption of quality 
management principles in SMEs that have not 
implemented ISO 9001 is also low, namely 2.15. In 
other words, it can be said that SMEs do not have a 
culture of quality in organizations. The focus on sales 
is still a priority for SMEs so that their products can 
generate transactions and profits, without heeding the 
improvement of the quality of their products. In 
addition, SMEs do not have a good management 
system that can plan, implement, monitor and 
evaluate the existing workflow processes so that 
continuous improvement is not carried out. The 
following table 3 shows the results of a survey of 
SMEs that have implemented an ISO 9001 quality 
management system specifically from the quality 
management portrait. 

Table 3: ISO 9001 SMEs Result 

Items Mean Mean of 
Factors 

CF1 3.90  
3.83 CF2 3.80 

CF3 3.80 

LD1 3.80  
3.76 LD2 3.70 

LD3 3.80 
PI1 3.70  

3.73 PI2 3.80 

PI3 3.70 
PA1 3.80  

PA2 3.90 3.86 
PA3 3.90 
CI1 3.50 3.65 
CI2 3.80 
ED1 3.70  

3.73 ED2 3.70 
ED3 3.80 
SR1 3.70 3.70 
SR2 3.70 

Total Mean 3.75 

 
Based on Table 3 it can be seen that the average value 
of each item / indicator exceeds number 3 (> 3.00). 
This means that all SMEs have implemented the 
principles of quality management well. The average 
value obtained for each factor (> 3.00) also shows that 
each quality management principle has been applied 
in the organizational workflow process. For the 
quality management principle factor that gets the 
highest score (3.86) is the process approach principle. 
This means that SMEs conduct their business 
activities always referring to the process approach. 
The process is monitored, measured and improved in 
quality continuously so as to optimize business 
performance. The average total score also obtained a 
value of 3.75 which indicates that all three SMEs 
have successfully applied the principle of quality 
management. This is in line with the ISO 9001 
certification they have obtained. In other words, with 
the implementation of ISO 9001 encourages SMEs to 
develop the principles of quality management and in 
turn quality culture can be built. Improving the 
quality of Products / services into a culture and values 
instilled in the organization. There is one 
measurement item that gets the lowest score is CI1 
related to teamwork in implementing ISO 9001 is a 
challenge for SMEs. At first there was a high 
resistance from internal, especially employees. But 
over time and coupled with training support, 
employees can gradually receive ISO 9001 as one 
part of the organization's strategy. 

In addition, from the results of interviews with 
SMEs that have implemented ISO 9001 mentioned 
various benefits and changes that are felt by the 
organization. As an example of conditions prior to the 
adoption of ISO 9001, one of the SMEs often suffered 
losses but did not know the causes because SMEs did 
not have traceable data. SMEs also do not have clear 
business planning and standard operating procedures. 
After implementing ISO 9001, several perceived 
changes are the availability of data and information, 
clear work procedures so that employees can do a 
good job. Other SMEs also benefit from 
implementing ISO 9001, which is better management 
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because it uses a process approach so that it is easy to 
manage the process. Besides that the level of 
defective products decreased from 15% to 0.6% so 
that losses can be reduced. One of the SMEs also 
mentioned that the perceived benefits of ISO 9001 
were a decrease in customer complaints. Previously 
there were 10-20 customer complaints every day but 
decreased to 1-2 customers each month. The level of 
trust from customers and partners also increases. This 
was marked by the existence of several new 
collaborative projects with other parties which 
required ISO 9001 certification. 

4 CONCLUSIONS 

Based on the research that has been done, it can be 
concluded that there is a gap between SMEs that have 
implemented ISO 9001 and that have not been based 
on quality management principles where SMEs with 
ISO 9001 have a quality culture in the organization 
while SMEs without ISO 9001 still do not have 
awareness of the importance of product 
quality/services offered. Product sales are still a 
priority of SMEs without ISO 9001 without being 
accompanied by continuous improvement in product 
quality. The advantage gained after implementing 
ISO 9001 is better management, data is available for 
analysis, defective product levels and customer 
complaints are reduced, thus customer satisfaction 
could be improved. 
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Abstract: Al Bahjah TV's establishment of various diversifications and various policies that have been carried out 

through new media so that the TV continues to run and can be enjoyed by society. The packaging displayed 

by Al Bahjah's live streaming media is packaged so that it highlights the Islamic element which only contains 

learning material originating from the Qur'an and Sunnah, but whether the packaging displayed with visuals 

that are so simple and seemingly rigid can easily channel and delivered da'wah material or only made the 

audience saturated and left the Al Bahjah TV media. The purpose of this research is to analyse how the 

paradigm changes and diversification of the da'wah media industry in the digital era with the Al Bahjah TV 

live streaming TV case study. Research findings are expected to be an alternative understanding of da'wah in 

the digital era, especially using TV steaming.  

 

 

 

1 INTRODUCTION 

Da'wah is a call, an invitation, and an exclamation. 

Da'wah should be carried out consciously with the 

aim of forming happy individuals and families (khayr 

al-usrah) and the best community or people (khay ul-

ummah) by obeying the teachings of Islam which can 

be done through spoken, written or deeds / 

exemplary. Da'wah must continue to be carried out 

according to technological developments that 

continue to develop in this era, encouraging the 

electronic media industry to develop and also turn 

into live streaming media so that it can be enjoyed by 

various audiences whenever and wherever. People 

can access this Live TV streaming just by connecting 

a personal computer or mobile phone with an internet 

connection that can be accessed anywhere for 24 

hours. In this context there has been media 

diversification which has resulted in a paradigm shift 

where initially the preaching media previously had an 

analogous broadcast schedule only can only be 

enjoyed via analog or digital radio and television with 

frequency, signals and channels limited by regions 

and regions, but now can be enjoyed with internet 

connection via computer or mobile media anywhere 

and anytime. Diversification is "The process of 

overcoming the constraints of space and time in social 

life". Meanwhile, a French sociologist, Henri 

Levebfre argues that diversification is the 

"institutional extension of corporate power in the 

communication industry". That is, diversification is a 

process of institutional media extension through the 

form of corporations and the size of media business 

entities. Technological advances must be utilized by 

Muslims to spread the teachings of Islam in order to 

be at the forefront, one of the live streaming TV 

dakwah that has only been running for a year, Al 

Bahjah TV. 

Al-Bahjah TV is an online television which is 

presented as one of the da'wah programs that are 

under the auspices of the Cirebon Al-Bahwah Da'wah 

Development Institute since Sunday 3 Rabiul Early 

1435/4 January 2014. Al-Bahjah TV focuses on 

Islamic programs or shows in the shade noble teacher 

Buya Yahya whose broadcast programs are intended 

for all ages. Al-Bahjah TV is part of the efforts of the 

Al-Bahjah Da'wah Development Institute in realizing 

its vision to "Create a noble society based on the 

Quran and Sunnah of the Prophet Muhammad." 

Looking at the various journey of Al Bahjah TV's 

establishment of various diversifications and various 

policies that have been carried out through new media 

so that the TV continues to run and can be enjoyed by 

society. Diversification is done because of the 

available space and time as an opportunity to expand 
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the business. The development of Al Bahjah TV can 

be seen from various segmentations, frequencies and 

services and programs available on this TV station. 

With so many developments from Al Bahjah TV, 

there are various developments in the media industry 

that are seen and need to be scrutinized with new 

paradigm changes based on various theories that exist 

in the science of communication to analyse broadcast 

media in overcoming problems regarding other 

production and operational costs. 

The packaging displayed by Al Bahjah's live 

streaming media is packaged so that it highlights the 

Islamic element which only contains learning 

material originating from the Qur'an and Sunnah, but 

whether the packaging displayed with visuals that are 

so simple and seemingly rigid can easily channel and 

delivered da'wah material or only made the audience 

saturated and left the Al Bahjah TV media. Based on 

this background, the focus of the research problem 

formulation is: "What is the paradigm change and 

diversification of the da'wah media industry in the 

digital era with the Al Live TV TV streaming TV case 

study?". The purpose of this research is to analyse 

how the paradigm changes and diversification of the 

da'wah media industry in the digital era with the Al 

Bahjah TV live streaming TV case study. Research 

findings are expected to be an alternative 

understanding of da'wah in the digital era, especially 

using TV steaming. 

2 METHODS 

This study uses a qualitative approach. The 

qualitative approach aims to explain phenomena in 

depth through in-depth data collection. This study 

uses a qualitative approach because it views 

everything constructed with social reality so that it is 

very concerned about processes, events and 

authenticity. The process of developing da'wah media 

in the management of new media has involved 

interaction with existing realities and changing the 

paradigm that has existed so far. 

This study uses a case study research method in 

which the researcher attempts to find out and analyze 

how the research development process. The case 

study is an inquiry empirical who investigated this 

phenomenon in the context of real life, where 

boundaries and context idak aantara phenomenon 

appears expressly or clearly and use a variety of 

sources or multisumber evidence. The subject of 

research in the study titled Paradigm Shift And 

Diversified Industries Media Dakwah In the Digital 

Era TV Case Study Live streaming Al Bahjah TV is 

a team from the editorial section of Al Bahjah TV 

namely CEO & Founder, Kyai Yahya Zainul Ma'Arif, 

Head of Da'wah and Media: Muhammad Ramli 

Jamali and Banin Division namely Poppy. While the 

object of research in research Changes in Paradigm 

and Diversification of the Da'wah Media TV Industry 

in the Digital Age Case Study Live streaming of Al 

Bahjah TV is Al Bahjah TV's Change in Media 

Paradigm and Diversification. 

Data analysis techniques in this study are using 

the analytical procedures proposed by Strauss and 

Corbin with three main types of coding, namely: 1) 

Open coding (Open Coding), (2) Spanning coding 

(Axial Coding), and (3) Selected coding ( Selective 

Coding). The research was conducted at the Al 

Bahjah TV steaming television office on Jl. Prince 

Cakrabuana No. 179 Blocks. Water Warehouse Ex. 

Sendang Kec. Sumber - Cirebon 45611 West Java - 

Indonesia. This research was conducted in a period of 

three months starting from October 2017 until June 

2018. And to produce valid conclusions, the concept 

is very important and useful in all forms of research 

methodology. Whether or not the data valid is very 

important to determine the quality or not of the data. 

The study uses data validity, which is source 

triangulation and theory. Triangulation theory: used 

to test the credibility of the object and the subject of 

research on existing theories. Whereas source 

triangulation: is used to test the credibility of the data 

in the case study determined by the author, namely 

information and data obtained from one source are 

reviewed again through several other sources. 

3 RESULT & DISCUSSIONS 

3.1 Change of Paradigm in Da'wah 

Understanding of the changing paradigm of da'wah in 

the digital era through new media with the Al Bahjah 

TV case study as an understanding that is 

significantly related to the condition of the 

community so that it needs to be considered and 

considered by the propagator of Al Bahjah TV. In this 

condition different methods of da'wah are needed in 

the current information era so that da'wah activities 

can be carried out continuously at all times and in all 

places. Research on the changing paradigm of da'wah 

with the concept of Thomas Kuhn has four stages 

using New Media theory, two views are examined, 

namely social interaction and social integration in Al 

Bahjah TV live streaming media can be concluded 

that: 
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1.  In terms of social interaction, changes in the 

paradigm of the concept of Thomas Kuhn. 

Thomas Kuhn through: The first stage is the 

Old Paradigm Stage. In this case Al Bahjah TV 

Media utilizes the existence of the internet as a 

medium of da'wah, because the internet has 

become a necessity and is a strategic way to 

protect and educate young people to be ready 

and mature in facing negative attacks from 

internet media. This media is presented to 

create a noble society based on the Qur'an and 

the sunnah of the Prophet Muhammad. The 

second stage is Phase Anomaly. In this stage 

Al Bahjah TV Media has a paradigm that the 

teachings of Islamic da'wah are teachings 

originating from the Qur'an and Sunnah, must 

be believed and accepted as absolute truth that 

cannot be contested because of this 

understanding. comes from the text that is 

written in the scriptures so that it emphasizes 

the inner aspects and morality contained in the 

teachings of religion, where every program 

material that is broadcast has certain 

limitations. Thus at this stage a spiritual 

doctrine approach is developed in every 

audience. The third stage is the Crisis Stage, 

at this stage some audiences who have been 

following the da'wah study feel imprisoned in 

the religious doctrine and beliefs that are held 

so that the public is locked in a static religious 

life and thinks that Islamic da'wah has the old 

tradition of doctrine and ties that must be done 

deconstruction of understanding of the doctrine 

that has existed so far. And the fourth stage is 

the new Paradigm Phase, at this stage Al 

Bahjah TV media is based on live streaming, 

will present a paradigm shift in terms of 

audiences, audiences who previously felt 

confined to static doctrine and beliefs, with the 

progress of the da'wah Al-Bahjah Live 

streaming media, audiences or the community 

is free to choose the material of da'wah that 

they like, thus the coercion of the will can be 

avoided. Technological advances and free 

rights argue that every mission delivered when 

the settlement 

2.  In terms of social integration, the first stage 

is the old Paradigm Phase, where the media of 

da'wah is interpreted as a tool that connects the 

message of da'wah delivered by the preacher to 

the ummah. Al Bahjah TV media is presented 

as a media for propagating Islamic references, 

besides using streaming media through the 

official website of Al Bahjah TV and the 

Playstore application, Al Bahjah TV also uses 

social media to distribute the material delivered 

in streaming media. The second stage is Stage 

Anomaly, at this stage live streaming media has 

the advantage of penetrating space and time, 

this advantage is expected to be able to make 

Al Bahjah TV rssmi media a reference source 

but it is social media that has so far surpassed 

audiences as the most users, then Al Bahjah TV 

also broadcasts da'wah studies that are 

displayed on the official website and the Al 

Bahjah TV application to be broadcast 

simultaneously on various social media or Al 

Bahjah fanpages. The third stage is Critical 

Stage, at this stage the audience is more likely 

to like social media in surfing cyberspace 

because of the ease of access in finding various 

information including da'wah, Al Bahjah 

streaming live media is considered as a da'wah 

media with limited space, because it has 

shortcomings in media applications The live 

streaming, like the absence of a comment for 

question and answer column, the public is more 

likely to enjoy da'wah studies through social 

media or Fanpage rather than streaming media 

while the internet-active community will never 

be satisfied with the development of 

technology. The fourth stage is the New 

Paradigm Stage, at this stage, the use of official 

Al-Bahjah TV live streaming media has little 

contribution in propagating da'wah because the 

audience prefers to watch da'wah through 

social media, so the impression is that there is 

no more use value or not a reference source 

main but only as an ordinary application 

because it makes no difference with Al Bahjah 

TV's fanpage social media. 

 

3.2 Diversification of the Da'wah Media 

Industry in the Digital Era Consequences 

of the Technological Revolution: The 

Creation of Audience Persuasion 

Strategies 

 
The programs at Al Bahjah TV and RadioQu are 

dominated by the study program of rutinan da'wah by 

the owner of LDP Al Bahjah. the contents in the 

program are also the same only differ in media usage. 

There are several programs developed from RadioQu 

media into Al Bahjah TV, such as the "Dua Sisi" 

program where in the Al Bahjah TV program it 

becomes "Buya Yahya Answering" and "Tausiyah 

Pagi", the content of the program content between the 
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two media is the same, namely tausiyah joint study 

Buya Yahya discusses the topics from two sharia 

perspectives and professional disciplines. And the 

program "Lembayung Sore" on RadioQu is 

developed in Al Bahjah TV to be an "Islamic 

Cartoon" program whose content is about inspiration, 

insight including Islamic studies, stories of friends 

and child world.  

Both of these media must have creative personnel 

in order to create Islamic program programs with 

quality content. the higher the ability to create 

programs to satisfy the needs of the audience, but 

creative ideas should not violate the rules of sharia 

because not all creative ideas can become a media 

program. like the theory expressed by Shoemaker and 

Reese (2000) that there are five major factors that 

influence media content, namely individual levels, 

media routines, media organizations, institutions 

outside the media and ideology.  

As an organization, there are divisions that are 

interrelated with each other, each division has a 

specific target. therefore good communication is 

needed between divisions so that the target can also 

be supported by other divisions. this form of 

communication is manifested in the form of 

deliberations both for the head of the media division, 

the editing department and the library division. as 

well as the final production results such as how to 

pack a display program must support each other. the 

continuity of a media is not only determined by the 

solid internal relationships that are intertwined in 

achieving the target. The media brings together the 

interests of several groups, including parties that are 

outside the scope of the media itself.  

There are also external factors that can influence 

the program strategy taken by a media organization, 

namely: 

• Advertiser (Sponsor) 

Media is a bridge that brings together the interests 

of advertisers and audiences, audiences need 

programs from the media to meet entertainment and 

information needs. and the media also needs funds 

to continue producing. The media provides 

programs for audiences and some time for 

advertisers to attract audiences. In this case Al 

Bahjah TV has no ad spots to date but RadioQu 

media has several ad spots, and from the ad spots on 

RadioQu, the funds are allocated for production on 

Al Bahjah TV media. The advantage of streaming 

TV based media is the cost requirement that is not 

as large as commercial TV media. 

• Government 
In Indonesia, the government organization tasked 

with monitoring broadcasting program programs is 

the Indonesian Broadcasting Commission (KPI). 

KPI has the authority to freeze a program that if the 

program violates the rules and makes people 

uneasy. In this case, both RadioQu and Al Bahjah 

TV have never received reprimands for programs 

that aired because the programs and content made 

were aimed at propagating the media to make the 

community have a noble character. At the 

ideological level, RadioQu and AL Bahjah TV have 

a mission to become da'wah media as a reference 

media for the people to benefit the world and the 

hereafter. then both of these media always provide 

da'wah programs to educate to be a reference for 

every life problem in sharia based on the Qur'an and 

As Sunnah. 

 

3.3 Consequences of Owner Interest: Al 

Bahjah TV Media Structure in Critical 

Prespective of Media Political Economy 

 
The research findings of Al Bahjah TV Media 

Structure in this media media perspective both from 

the data obtained by researchers and from interviews 

and observations, the power of Al Bahjah TV's capital 

owners saw the gaps and spaces in each broadcast for 

da'wah material. Where every material delivered is 

not only about religious issues that have existed for a 

long time but also phenomenal problems that are 

actually happening. The material content in 

delivering actual da'wah encourages audiences to 

witness the material preached from Buya Yahya's 

point of view because the society is currently so 

selective in choosing da'wah speakers, this 

encourages Al Bahjah media to spread da'wah 

globally through streaming media, for RadioQu, 

broadcasting the establishment of a radio media that 

originated in the Cirebon region where the 

headquarters of RadioQu was established is now 

developing into several regions in Indonesia due to 

the needs of the Muslim community for religious 

knowledge. 

The politics of the propaganda media of Al Bahjah 

TV is also seen in how a media organizes and 

arranges the management of a da'wah program 

including in selecting and inviting preachers in 

collaborating to provide material, one of the tangible 

evidences seen in the collaboration between Buya 

Yahya and the habaib invites the audience to increase 

because the habaib have their own santri and 

followers, this added value is what makes the Al 

Bahjah TV program have additional spectators and 

other examples of cases is when Buya Yahya side by 

side with Ustad Abdul Shomad who is known is a 
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preacher who has high flying hours with public 

enthusiasm tall one. the selection of the collaboration 

of the da'wah speaker which was carried out and 

arranged in such a way by the Al Bahjah TV media 

had an impact on the increase in the audience in 

watching Al Bahjah TV program. 

The structure of Al Bahjah's media in terms of the 

selection of da'wah speakers is very encouraging on 

the impact of determining the rating increase that is 

currently felt by live streaming media is by choosing 

how much the audience on the media and how 

enthusiastic the public is in watching the da'wah. The 

naming of Al Bahjah TV was taken from the name of 

Al Bahjah LDP established by Buya Yahya himself 

to remind that Al Bahjah TV is always under the 

auspices of Al Bahjah LDP. With the scale of the 

Cirebon region which is not so wide, RadioQu 

Cirebon and Al Bahjah TV can be easily recognized 

by the surrounding community. 

The process of establishing Al Bahjah LDP which 

has many students interested in learning religious 

knowledge is used by capital owners to penetrate the 

market to accelerate public acceptance. in the early 

days of the emergence of RadioQU broadcasting only 

reached the Al Bahjah LDP area. then due to the large 

number of alumni from Al Bahjah LDP scattered in 

all regions in Indonesia and also the owner of Al 

Bahjah LDP namely Kyai Yahya Zainul Ma arif is a 

preacher who has a big name in Indonesia, so 

RadioQu da'wah media is spread slowly in several 

regions in Indonesia but with the limitations of radio 

da'wah media that is limited by the frequency and cost 

range as well as the ease and advancement of 

technology at a more affordable cost, it becomes an 

extension and media development into streaming TV 

with the aim that people both in Indonesia and abroad 

can watch and get additional insights regarding 

religious science and can answer all problems in 

religious matters. 

In terms of Al Bahjah TV's political economy 

media perspective, changes and dialectics that occur 

are related to the position and role of the 

communication media. Al Bahjah TV is doing media 

development from Radio media called RadioQu so 

that it penetrates Streaming TV media, Al Bahjah TV. 

This development is based on several things, namely 

(1) Following the times and technology with easy 

access to da'wah media, (2) Cost aspects, Streaming 

TV is more affordable than radio media, and (3) TV 

media is easier to digest by various parties due to 

visual and audio. 

Media Al Bahjah in the Media Structure invites 

the public to the reality in the field recruiting 

employees who work in running this media from the 

scope of the santri by spreading a community called 

friends community Al Bahjah, in the media political 

economy, there are several points that can be used by 

Al media Bahjah TV is based on live streaming by 

recruiting media employees from a community of 

friends who are students and Al Bahjah LDP students 

who are pushing for efficient value in terms of 

production costs and in paying employees. Because 

the cost emphasis in a media is felt to be very 

necessary to support the sustainability of a media. 

4 CONCLUSIONS 

Based on the results of research and analysis, the 

research at Al Bahjah TV and RadioQu there are 

several issues found in the research on the paradigm 

change and the diversification of the da'wah media 

industry on the live TV Al Bahjah TV. Diversification 

industry Media Da'wah Live Streaming TV, in terms 

of diversification of the da'wah media industry using 

political economy media theory, many factors that 

surround the public persuasion strategy, the power of 

capital owners, the existence of new spaces of da'wah 

as new markets. In the Persuasive Strategy factor of 

the Audience, by having a target audience. both 

media will be able to maximize the program 

impressions presented. Al Bahjah TV and RadioQu 

complement each other to develop. The program 

aired by these two media is not head to head, because 

each of these media does not have an audience over 

each other. In the Strength of the capital owner's 

factor, the media owner and the capital owner of Al 

Bahjah TV's da'wah media with the power possessed 

creates a media structure on how a media organizes 

and arranges the management of a missionary event 

including in selecting and inviting preachers in 

collaborating to provide material, such as preachers 

those who have a lot of santri or followers also 

preachers who are being attracted by many audiences 

will increase the number of viewers of an Al Bahjah 

TV media. and in terms of media employees, the 

structure of this media organization chose from Al 

Bahjah LDP students as one of the strategies in 

reducing efficient value. On the New Space Factor as 

a New Market, the use of this new media has become 

a new market in increasing the material purse of 

media owners, because this media is used not only to 

preach but also to promote the book by Buya Yahya 

and the promotion of LDP Al Bahjah. 
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Abstract: As the new TV, NET comes with a variety of formats and content that is different from the existing 

television, this makes the strategy that must be done to build a brand image must be different from other 
televisions. This study aims to find out the public relations strategy to build a brand image in technological 
innovation and the production of a case study television program on a citizen journalist program on NET 
TV. The focus of the problem is on how the strategies used to build brand image in technological innovation 
and the production of case study television programs in citizen journalist programs on NET TV. The theory 
used is the theory of diffusion of innovation and SWOT analysis. The research paradigm is post positivism, 
the qualitative approach and the method used are case studies. Data collection is done by interviews and 
observation. The results of the study show that the public relations strategy carried out has been going well, 
but it is not yet in line with the good share and television ratings.    

 
 

1 INTRODUCTION 

The television industry in Indonesia is currently 
developing. This development was marked by the 
emergence of stations both local and national scale. 
But the pace of development of the homeland 
television industry is currently not balanced with 
good broadcast quality. This is evidenced by the 
number of public complaints about television 
programs that have entered the Indonesian 
broadcasting commission, which has increased from 
year to year. 

Television is essentially a cultural phenomenon 
and medium for cultural activity (Burton, 2000: 1). 
McQuail (2005: 4) explains that television is the 
main channel and embodiment of a culture, as an 
illustration of social reality of social identity, ideas, 
beliefs, and values. As one of the most popular types 
of mass media, television forms a way of thinking, 
disseminates messages that reflect culture in society, 
and provides information for diverse communities. 

Amid the rapid progress and tight competition in 
the homeland television industry, NET TV with 
today's television slogans is one of the alternative 
entertainment shows. NET TV is transformed into a 
format and program content that is different from 

other television stations. In accordance with the 
development of information technology, NET TV 
was established with the spirit that entertainment and 
information content in the future will be increasingly 
connected, more popular, more profound, more 
personal and easier to access. Because of that, since 
the beginning, NET TV came up with the 
multiplatform concept so that viewers can access 
shows indefinitely, anytime and anywhere. 

But as a new television station, NET TV does not 
escape various problems and obstacles in realizing 
its idealism. This makes the NET TV brand image in 
the community not well developed. This can be seen 
from the acquisition of a small number of viewers 
and low ratings and shares. 

Public relations is one division in an organization 
that has a very vital role. PR is a management 
function that helps create and maintain reciprocal 
lines of communication, understanding, acceptance 
and cooperation between an organization and its 
people. PR is very necessary in building and 
maintaining the image and reputation of a company 
that in a crisis situation, PR is the spearhead of the 
problems faced by the company. Therefore building 
an image or image of a company is not an easy 
matter because through a long process, many steps 
must be done starting from the introduction of the 
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program and maintaining the consistency of the 
quality of the television program. 

Regarding image development, especially for 
new companies and using kabaharuan ideas, many 
companies have to do things in building brand image 
in the eyes of the public, both directly and indirectly. 
Based on the research focus, the problem of this 
research is: How does the Public Relations strategy 
build a brand image in technological innovation and 
the production of television programs (case studies 
in the citizen journalist program on NET TV)? The 
purpose of this study was to find out and explain 
"How does the Public Relations strategy build a 
brand image in technological innovation and the 
production of television programs (case studies in 
the citizen journalist program on NET TV)". 

Diffusion Theory Innovation is a process of 
spreading the absorption of ideas or new things in an 
effort to change a society that occurs continuously 
from one place to another, from a period of time to 
the following period of time, from a particular field 
to other fields to a group of members of the social 
system. (Rogers, 1983; 227). 

SWOT is an acronym for strengths (weaknesses), 
weaknesses (weaknesses), opportunities 
(opportunities), and threats (threats) from the 
external environment of the company. According 
Jogiyanto (2005: 46), SWOT is used to assess the 
strengths and weaknesses of resources owned by the 
company and external opportunities and challenges 
faced. 

According to David (Fred R. David, 2008.8), all 
organizations have strengths and weaknesses in the 
functional area of business. No company is as strong 
or weak in all business areas. Internal strengths / 
weaknesses, combined with opportunities / threats 
from external and clear mission statements, form the 
basis for setting goals and strategies. Objectives and 
strategies are set with the intention of utilizing 
internal strengths and overcoming weaknesses. 

2 METHODS 

This study uses the Post-Positivism paradigm. 
Postpositivism is a flow that wants to improve 
weaknesses in positivism by using qualitative 
research methods with a case study approach. 

According Sugiyono (2009; 225) in his book 
entitled Quantitative Research Methods, Qualitative 
and R & D, states that in qualitative research, data is 
obtained from various sources, using various data 
collection techniques (triangulation) and carried out 
continuously until the data is saturated .While other 

opinions are still according to Sugiyono (2009; 225) 
data collection techniques can be done by 
observation (observation), interview (interview), 
questionnaire (questionnaire), documentation and 
the fourth combination (triangulation). 

Primary data is the source of data obtained 
directly from the original source (not through 
intermediary media). Primary data can be in the 
form of subject opinion (people) individually or in 
groups, the results of observations of an object 
(physical), events or activities, and the results of 
testing. Secondary data is a source of research data 
obtained by researchers indirectly through 
intermediary media (obtained and recorded by other 
parties). Secondary data is generally in the form of 
historical evidence, records or reports that have been 
arranged in archives (documentary data) published 
and unpublished. 

According to Sugiyono in his book Quantitative 
Research Methods, Qualitative & RD (2011: 267) 
states that the validity of the data in a qualitative 
study refers more to the extent to which the data 
obtained is accurate and in accordance with the 
reality in the field. 

In this study researchers used source 
triangulation. According to Moeleong (2005: 330) 
triangulation of sources is comparing and checking 
both the degree of information obtained through 
different time and tools in qualitative research, 
checking data obtained from employees, then 
checking the data by asking other employees 
continuously until it occurs data saturation which 
means no new data is found. 

3 RESULT AND DISCUSSIONS 

Since officially airing in early 2013, NET TV has 
been broadcast with a multiplatform concept so that 
the strategy used in building a brand image or its 
corporate brand image not only conducts 
conventional public relations activities but also puts 
forward an integrated process. An integrated strategy 
means combining several strategies that are 
interrelated with each other with the aim of 
achieving all targets that have been set. Like the 
special concept of an event held by NET TV, it was 
given different content and packaging that had never 
existed before. 

The innovations made by NET TV are not only 
limited to the use of technology tools that have used 
high definition broadcast formats from upstream to 
downstream, but innovation is also carried out on 
every content or show on NET TV. A new, unique 
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and different program from other television is 3 
important points that must be included in each NET 
TV program. 

NET citizen journalist or NET CJ is a television 
program as well as a digital program that allows 
citizens from various regions and abroad to share 
information around them. In addition to airing on 
television, NET CJ also airs on various 
multiplatforms such as on the netcj.co.id website, 
NET Z programs and social media application 
platforms such as Facebook, Twitter, Instagram, 
Line, YouTube, Zulu and others. 

As a television today that targets AB market, the 
content or issues discussed in the NET citizen 
journalist are also diverse and prioritize content that 
is preferred by young people. Starting from 
moments or events, traveling, culinary, hobbies, 
unique, inspiring, culture, environment, public 
affairs, and so on. In addition to the content of the 
show that prioritizes young people, innovation is 
also carried out in the packaging package program 
using a contemporary approach or treatment 
coverage as made into a blog/vlog video, drones, 
unique videos and video tutorials. 

The acquisition of awareness or the level of 
public awareness of NET TV is quite high at 90 
percent. the share of television stations and ratings 
also influences the success of a brand image because 
this television rating and share is often the main 
reference for advertisers or advertisers to advertise 
on the television. But the level of awareness that is 
quite good has not been in line with the acquisition 
of shares and ratings.Based on the SWOT Matrix, 4 
steps of the strategy are obtained as follows: 

1.  SO (Strenghts-Opportunities) Strategy: There 
are 2 strategies used, namely a.) As the only 
TV that focuses on working on the market and 
the majority of young people's human 
resources and the growing community of 
spectators in the area, it can be used to achieve 
two opportunities at a time like progress 
technology and social media that can provide 
convenience in accessing TV programs and 
there are still few television programs 
targeting young people. b.) With good brand 
image capital on social media, it can be used 
to seize opportunities to get 2 opportunities at 
once, such as technological advances and 
social media that can provide convenience in 
accessing TV programs and there are still few 
television programs targeting young people. 

2. ST (Strenghts - Threaths) Strategy There is 
one strategy that is used as the only TV that 
focuses on working on the market and the 

majority of young people's HR and the 
beginning of the growing community of 
spectators in the area can be used to overcome 
the same TV programs on other televisions. 

3.  WO (Weakness-Opportunities) strategy there 
is one strategy that is used, namely 
technological advancement and social media 
that provides convenience in accessing TV 
programs and there are still few TV programs 
targeting young people, can be used to cover 2 
weaknesses at the same time rating and share 
still low and television programs that have not 
been much liked. 

4.  WT (Weakness-Threaths) Strategy There is 
one strategy that is used that is by increasing 
rating and sharing and creating more creative 
TV programs so that it is preferred to reduce 2 
threats as well as the development of the 
digital world that makes young viewers lazy to 
watch TV and similar programs many appear 
on other TVs. 

4 CONCLUSIONS 

Based on the result and analysis conducted in this 
research, there are some conclusions could be 
drawn:  

1. NET TV's public relations strategy in building 
a brand image as a television today, by 
targeting the AB class as its main target is to 
carry out an integrated special event and 
maximize the use of social media in each 
event it holds. Besides holding special events, 
NET TV also still relies on conventional 
public relations activities such as press 
conferences, media gatherings and so on. 

2. The NET TV in the theory of innovation 
diffusion has carried out various innovations 
ranging from technology tools that have used 
digital formats with high definition image 
quality (HD) from upstream to downstream to 
television program production innovations. 

3. Technological innovations and television 
program production occur in all NET TV 
television programs in both entertainment and 
news programs. Specifically in the NET 
Citizen Journalist program, innovation is 
carried out from the production process to the 
post-production program. 

4. The production innovation of the NET Citizen 
Journalist program is done by promoting 
content that is liked by young people such as 
traveling, culinary, hobby, unique, inspiring, 
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culture, environment, public affairs. and 
package it with the style and usage of words 
typical of young people such as made video 
blogs or vlogs, drones, unique videos and 
video tutorials and promote their shows in 
various social media applications such as 
Facebook, Twitter, Instagram, Line, YouTube 
and Zulu. 

5. Evaluation of programs for NET Citizen 
Journalist programs is always done 
periodically both on chat on whats app, daily 
and weekly evaluations followed by the entire 
editorial board. This evaluation is to discuss 
overall about content, technical, pre to post-
production processes, share and rating 
acquisition, the obstacles and souls carried out 
and everything related to the NET Citizen 
Journalist program so that in the future it can 
continue to make improvements in a better 
direction. 

 
In this study there are still many deficiencies in the 
presentation of valid and accurate data. Therefore 
for those who want to do research using the same 
research object, it is expected to be able to present 
more valid and accurate data. The NET Citizen 
Journalist program is expected to remain due to the 
huge enthusiasm of the citizens, this can be seen 
from the increasing number of members or citizen 
journalist members from year to year who come 
from various regions starting from within and 
outside the country. Then, NET must also keep 
abreast of the times, especially the latest 
content/trends that are in demand among young 
people and adopt it on all media platforms. 
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Abstract: The problem of education is relatively complex because many variables influence it. One of these factors is 

the characteristics (logical intelligence mathematics) and student Soft Skills. The phenomena that occur in 

the field, especially in the learning process of the lecturer/teacher, that they do not pay attention to the 

problems of logical intelligence of mathematics and student soft skills, so that the learning outcomes are not 

optimal. This study aims to determine the effect of logical intelligence of mathematics and soft skills on 

learning outcomes in students of introductory economics. This research method is the descriptive ex-post 

facto method. The population in this study were all students of the economic education department in 

Economics Faculty Unimed who were attending the introductory economics as many as 90 people. The data 

collected was analyzed using linear regression statistics with SPSS for windows. The results of this study 

indicate that logical intelligence of mathematics and soft skills have a positive and significant effect on 

student outcomes in the introductory economics course. 

1 INTRODUCTION 

Introduction of economics is one of the primary 
subjects in economics that should be taken by the 
students in the economic education graduate 
program. The introduction of economics course is 
the essential subject of study with the aim of 
learning that students are competent in identifying 
and analyzing the behavior of individual economic 
actors, explaining the process of equilibrium prices, 
applying them in daily life both as consumers and 
producers and analyzing markets. 

This introductory economics course is essential 
for students because these alumni from the study 
program of economic education will later become 
professional teachers in economics at the high 
school/vocational level and teach the knowledge 
related to introducing this economy to their students. 
Based on this, the introductory economics course 
must be truly mastered by students. But the reality 
shows that student learning outcomes are not 
satisfactory. Data on the acquisition of student 
economic learning outcomes shows that only 5.70% 
of students get the maximum score (A), 11.42% get 
a B score, while those who get a C score there are 

48.57% and those who do not pass with an E value 
of 34, 28% (Source of data for the Final Value of 
2014 economic education study program).   

From the educational technology point of view, 
according to the framework of learning theory, the 
problem of the low quality of learning is the problem 
of originating from the characteristics of students in 
the form of intelligence in the form of mathematical 
logics (Reigeluth, 2003; Miarso, 2004). 
Furthermore,   Sobur (2013) explained that children 
whose intelligence level is classified as less or lower 
than the level of the general ability of their age 
children would experience difficulties in following 
lessons that are normal for other children. For other 
children, just reading and understanding what is 
learned is enough, he must read many times to 
understand. 

Another factor that can affect learning outcomes 
is that soft skills are part of a person's skills that are 
more about the subtlety or sensitivity of one's 
feelings towards the environment around them. Soft 
skills are a person's skills in dealing with others. 

Universitas Negeri Medan (Unimed) has 
determined that there are eleven elements of soft 
skills integrated with lectures, among others: 
honesty, respect, responsibility, fairness, caring, 
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citizenship, tolerance, toughness, dignity, 
intelligence, religion. Logical intelligence of 
mathematics and soft skills are thought to influence 
the learning outcomes of introducing economic 
students in economic education graduate programs. 

2 THEORICAL FRAMEWORK 

Becker and Watts (1996) and Fry, Ketteridge and 
Marshall (2008) explain that learning economics is 
increasingly based on analytical models that require 
a high level of mathematical understanding, where 
the past is more discursive and text-based. Like 
other disciplines that need good mathematical skills. 

The introductory economics course requires 
mathematics logical intelligence in students because 
introductory economics courses are not only related 
to the concept of mathematically calculating but the 
ability to analyze phenomena occurring in the 
economy which of course requires logic to an alyze 
the phenomenon and then try to solve problems 
according to phenomenon. The intelligence of 
mathematical logic is needed as a basis for studying 
introductory economics courses. 

According to Lwin et al., (2008), mathematics 
logical intelligence is the ability to handle numbers, 
calculations, patterns, logical and scientific thinking. 
Further explained that the relationship between 
mathematics and logic is that both strictly adhere to 
the fundamental law. The lack of mathematical logic 
results in a large number of individual and cultural 
problems. 

Furthermore, Armstrong (2013) explains that 
mathematics logical intelligence is the ability to use 
numbers. This intelligence includes sensitivity to 
logical patterns and relationships, statements and 
arguments (if-then, causation), functions, and other 
related abstractions. 

The types of processes used in logical-
mathematical intelligence services include 
categorization, classification, inference, 
generalization, calculation, and hypothesis testing. 
Based on the explanation above, it can be seen that 
mathematics logical intelligence gives a person the 
capacity to use numbers effectively, sensitive to 
logical patterns, statement relations, and causal 
conditions. In this study students who have 
mathematics logical intelligence will be able to use 
numbers effectively, be sensitive to logical patterns, 
statement relationships, and causal conditions that 
are useful for problem-solving in learning 
Introduction to economics. 

Another factor that is no less important 
influences the learning outcomes of introducing 
economics is the Soft skills of the students 

concerned. Ngang, Hashim and Yunus (2015) 
explained that soft skills combine aspects of general 
skills which include non-academic skills such as 
communicative, critical thinking and problem 
solving, teamwork, learning, and information 
throughout life, entrepreneurship, professional ethics 
and morals, and leadership. Cimatti (2016) further 
explained that Softskills predict success in life. 
Cimatti (2016) identifies causal correlations between 
Soft skills and personal and professional 
achievements of a person. 

The results of the Mujiani's study (2016) explain 
that there is an influence of high and low logical 
intelligence of mathematics on learning outcomes. 
From the whole opinion above, it becomes a strong 
theoretical foundation to build the hypothesis of this 
research that there is the influence of mathematics 
logical intelligence and soft skills on the 
introductory learning outcomes of the economy. 

In this study, the elements of soft skills refer to 
the book on the development of Unimed academic 
culture where there are eleven soft skill elements 
which integrated into the learning process. 

3 RESEARCH METHOD 

This research using ex-post facto research method. 

The study was conducted on students who had 

participated in introductory economic lectures. The 

population in this study were all economic education 

students who had just joined the introductory 

economics lectures as many as 90 students. The 

sampling technique used is total sampling. Data was 

collected through a questionnaire about soft skills 

and tests to measure students' intelligence of 

mathematical logics. 

The data were analyzed using multiple linear 

regression statistics with the help of SPSS version 

20 application. 

4 RESULTS AND DISCUSSION 

Based on the data that has been analyzed, the results 

of research on mathematics logical intelligence, soft 

skills and learning outcomes introducing economic 

students as shown in Table 1. 
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Table 1: Logical Intelligence of Mathematics, Soft 

Skills and Learning Outcomes Introduction to 

Economics 

 
Mean Std. 

Deviation 

N 

Learning outcome 73.92 9.51 90 

Mathematics Logical 

Intelegence 
72.93 11.26 90 

Softskills 3.39 .26128 90 

Refers to Table.1, it can be seen that logical 

intelligence of mathematics and soft skills are in the 

good category (average score of 73.92). The soft 

skills category is as shown in Table.2. 

 

Table 2: Category of Mathematics Logical 

Intelegence 

No Interval Category 

1 80 -92 Very Good 

2 68-80 Good 

3 56-68 Sufficient 

4 44-56 Poor 

Furthermore, the categories of soft skills for 

economic education students can observed in Table 

3. 

 

Table 3: Category of Soft Skills 

No Interval  Category 

1 3,56 - 3,76 Very Good 

2 3,36 - 3,55 Good 

3 3,16 - 3,35 Sufficient 

4 2,96 - 3,15 Poor 

Based on the soft skills category in Table.3, the Soft 

skills of students in economic education graduate 

programs are in a good grade (average score of 

3.39). Furthermore, the primary learning outcomes 

of student economics categorized following to Table 

4 below. 

 

Table 4: Category of Learning Result 

No Interval Category 

1  86 - 94,09 Very Good 

2 77,91 - 85,99 Good 

3 69,82-77,90 Sufficient 

4 61,73-69,81 Poor 

According to the data in Table 4, it can be seen 

that the learning outcomes of students' in the 

introduction of economics subject are in a sufficient 

category (average score of 73.92). 

Data collected was analyzed by linear regression 

statistics. Before examining the data, normality and 

linearity have been tested, and the data has met the 

requirements for normality and linearity test. 

Furthermore, the results of data processing to see the 

effect of mathematics logical intelligence and soft 

skills on learning outcomes can be seen in Table 5 as 

follow. 

 

Table 5: The Result of Regression Analysis 
Model Unstandardized 

Coefficients 

Standardized 

Coefficients 

     t Sig. 

B Std. 

Error 

Beta 

 

(Constant) 13.38 13.261  1.009 .316 

KLM .309 .080 .366 3.865 .000 

Softskills 11.18 3.447 .307 3.244 .002 

a. Dependent Variable: learning outcome. 

The result shows there is a positive and 

significant influence of mathematics logical 

intelligence on student learning outcomes in the 

introduction of economics subject (sig 0.00 5 0.05). 

Likewise, the soft skills have a positive and 

significant effect on economic learning outcomes 

with (sig 0.002 ≤ 0.05) which means that student's 

soft skills positively and significantly influence the 

learning outcomes of the students. Therefore, 

mathematics logical intelligence and soft skills 

affect the learning outcomes as can be seen in the 

results of data processing in Table 6. 

Based on the table, it can be found that the linear 

regression equation is: 

 

Y = 13.38 + 0.31 X1 + 11.18 X2.  

 

Which means that the constant 13.38 shows that 

if mathematics logical intelligence and soft skills are 

0, then the learning outcomes of the student are 

13.38. The regression coefficient of mathematics 

logical intelligence (X1) of 0.31 explains that if 

students' mathematics logical intelligence increases 

one unit, then the learning outcomes increase by 

0.31 units assuming other independent variables 

remain. The soft skills regression coefficient 11.18 

shows that if a student's soft skills increase by one 

unit, then the learning outcomes of the student will 

increase by 11.18 units assuming other independent 

variables remain. The result of the effect of 

mathematics logical intelegence and softs kills on 

learning outcomes can observed in table 6 below. 

 

Tabel 6: Table of ANOVA 

Model Sum of 

Squares 

df Mean 

Square 

F Sig. 

 

Regression 1788.355 2 894.17 12.39 .000b 

Residual 6277.180 87 72.15   

Total 8065.535 89    

a. Dependent Variable: learning outcomes 
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b. Predictors: (Constant), Softs kills, Mathematics 

Logical Intelegence 

Based on Table 6, it can be seen that together 

mathematics logical intelligence and soft skills 

variables have a positive and significant effect on 

learning outcomes (sig 0.000<0,05). 

The results of this study prove that mathematics 

logical intelligence and soft skills have a positive 

and significant impact on the learning outcomes of 

the introduction of economics subject. The 

introductory learning outcomes of the economy are 

the culmination of learning activities carried out by 

students and lecturers. 

5 CONCLUSIONS 

In recent years, a large number of studies have 

established the importance of soft skills in fostering 

student academic achievement and long-term 

success. Some educators consider soft skills as a 

critical instrument for the application of lessons 

learned in core academic subjects. Educators often 

frame soft skills development as a complementary 

instruction in the core academic and school fields 

praising the "balanced approach" to produce 

graduates with "rigorous content knowledge and the 

ability to apply that knowledge successfully. Other 

researchers and educators highlight the direct impact 

of soft skill development on achievement in core 

academic subjects. Students who participate in 

cooperative learning, for example, not only improve 

teamwork skills but also learn faster and more 

efficiently, are more likely to stay in their education, 

and feel more positive about learning than students 

taught in traditional classroom settings. The findings 

of this study are in line with Pereira's (2013) and 

Souza's et al. (2018) research, which explains that 

students in all programs should emphasize the 

importance of soft skills in their education 

experience. 
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Abstract: Student entrepreneurial intentions in Indonesia are still low and need to be improved. One of the many way 
to do this is to organize entrepreneurship education. However, what kind of entrepreneurship education 
model that is considered useful still needs to be developed.This study tries to teach entrepreneurship by 
implementing Business Model Canvas (BMC) because it is believed to be able to increase knowledgethat 
will have an impact on increasing student entrepreneurial intention. The method used in this study is a 
quasi-experiment involving two classes of entrepreneurship courses at the Universitas Negeri Medan 
Economics Faculty.One class as an experimental class (BMC) and the other one as a control class. 
Hypothesis testing is done by the "t" test. The results of the study showed that BMC could be implemented 
well and received a very good response from students. The learning outcomes of the BMC application class 
proved to be significantly different from the learning outcomes in the control class. The learning outcomes 
of the BMC class are higher than the control class. 

1 INTRODUCTION 

The number of civil servants applicants for 2018 is 
4,081,203 while the available formations are only 
238,015 (Kompas.com, 11 November 2018). This 
condition illustrates how high the public interest is 
to become civil servants. This situation illustrates 
that entrepreneurial intentions are still low. The 
orientation of the community is still more likely to 
find work than to create their own jobs. Students as 
one component in it should more rational and critical 
to get civil servants formation that limited. 
Knowledge, insight and critical power possessed by 
students should be more oriented towards 
developing their own business rather than fighting 
for very limited job vacancies. This phenomenon is 
the impact of the low intention of student 
entrepreneurship as explained by Indarti & Rostiani 
(2008). Student entrepreneurial intentions in 
Indonesia are still weak.Then when viewed in 
August 2015, 11.97% of unemployed people in 
Indonesia were college alumni. Furthermore, 
research by Hutasuhut (2016) also supports that only 
25.53% of students are ready for entrepreneurship 
even after receiving additional education..  

Entrepreneurship education is increasingly 
calculated to improve the economy of a country. 
According to Sirelkhatim & Gangi (2015) 
entrepreneurship education is one of the fastest 
growing education fields globally. In Indonesia, 
entrepreneurship education has been taught at the 
education level from high school to college. 
Entrepreneurship education is expected to contribute 
to improving the culture of an entrepreneurial 
society. The extent to which entrepreneurial 
education affects students is still a matter of debate 
in various circles (Fiet, 2000). The debate is related 
to the accuracy and effectiveness of 
entrepreneurship teaching methods (Westhead, 
Storey, & Martin, 2010); (Westhead et al., 2010). 

According to (Jack & Anderson, 1999) teaching 
entrepreneurship education aims to integrate science 
(business and management competencies) and art 
(eg, creative and innovative thinking).  
Entrepreneurship learning, in an academic context 
especially at universities, is based on theoretical 
aspects and practical knowledge (Heinonen & 
Poikkijoki, 2003). Research results by Allan A. 
Gobb (2015) show that in developing 
entrepreneurial behavior we need a process that 
includes the identification of traits related to 
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entrepreneurship, both in the form of skills and 
attributes inherent in entrepreneurship.  

According to P. Kyrp, (2003) entrepreneurship 
education must be directed at learning activities that 
can improve understanding, knowledge about 
business and entrepreneurship for people who want 
to become entrepreneurs. The level of knowledge 
that students have on entrepreneurship readiness 
influences their desire for entrepreneurship. For this 
reason, entrepreneurship education on campus must 
be designed for learning activities that can 
internalize entrepreneurial character values. 
However, entrepreneurial learning has so far been 
minimal in variety and not many use models that 
lead to the formation of values (affection). 
Entrepreneurship learning models at the vocational 
school level are generally lectures, product selling 
assignments, and observations (Winarno, 2009). As 
a result, the effectiveness of learning still needs to be 
questioned in developing entrepreneurial attitudes 
and character. Research results by Rahayu Wening 
Patmi (2008) strengthen the condition that 
entrepreneurial learning has no significant effect on 
entrepreneurial attitudes. Furthermore, Priyanto, 
(2010) states that entrepreneurship learning has not 
significantly produced entrepreneurs, and the 
products that are generated from entrepreneurship 
education are "craftsmen" and thinkers only ". 

In this study, entrepreneurship education was 
taught by applying the Business Model Canvas 
(BMC) introduced by Alexander Osterwalder. BMC 
is a way to make a business plan by documenting it 
in 1 page with nine business area blocks. The 
goodness of this model can be used for all types and 
business models, accelerating to know the strengths 
and weaknesses of the business, the process of 
analyzing needs and profits is done quickly. Then, 
according to Türko, (2016) the use of BMC allows 
companies to increase revenue and profits. The 
application of BMC in entrepreneurship learning 
aims to improve knowledge or learning outcomes. 

2 THEORICAL FRAMEWORK 

According to Raposo & Paço, (2011) 
entrepreneurship since the last three decades has 
emerged as an economic power in the world.This 
encourages the importance of research on 
entrepreneurship education. Entrepreneurship 
education is increasingly important because 
according to Raposo & Paço, (2011) 
entrepreneurship education provides knowledge in 
the form of; (a) the ability to recognize 
opportunities, (b) the ability to take advantage of 
opportunities, generate new ideas and find the 

resources needed, (c) the ability to make and operate 
new devices, and (d) the ability to think creatively 
and critically. In addition to knowledge and skills in 
business, entrepreneurship education also mainly 
develops beliefs, values, and attitudes, and aims to 
make students confident and consider 
entrepreneurship as an alternative to employment or 
as unemployed (Jose Shanchez, 2011). 

Entrepreneurship education is essential to help 
increase entrepreneurial intentions (Nowiński, 
Haddoud, Lančarič, Egerová, & Czeglédi, 2017). 
Their findings explain the importance of 
entrepreneurship education given to students 
because it provides knowledge and can change one's 
mindset.  According to Robles & Zárraga(2015) 
Entrepreneurship education can influence the 
attitudes and aspirations of young people towards 
entrepreneurship. The level of knowledge (learning 
achievement) possessed will have an impact on 
entrepreneurial intentions as explained by Dogan & 
Ebru (2015) that there is a significant positive 
correlation between student achievement in the 
classroom and entrepreneurial intentions.  

Furthermore, according to Ismail et al., (2009) 
states that entrepreneurship course, Tessema Gerba 
D (2012);  Premand, Brodmann, Almeida, Grun, & 
Mahdi Barouni, (2016) entrepreneurial education 
influence entrepreneurial intentions.According to 
Dehghanpour (2015) added that by completing an 
entrepreneurship course it could increase 
entrepreneurial intentions by 1.3 times. Then, 
according to Martin et al (2013) found a significant 
relationship between Entrepreneurship and Training 
Education (EET) with the formation of human 
capital assets related to entrepreneurship. 
Furthermore, Nursito et al.,(2013)states that 
entrepreneurship education will shape students' 
entrepreneurial knowledge and have a positive and 
significant effect on entrepreneurial intentions. So 
Barba-Sánchez & Atienza-Sahuquillo, (2017) 
suggest integrating entrepreneurship education into 
technical education to increase entrepreneurial 
intentions. Priority for entrepreneurship education to 
develop entrepreneurial attitudes, skills and 
entrepreneurial behavior (Dogan & Ebru, 2015). 

 
Business Model Canvas (BMC) Learning 
One document that must be prepared before running 
a business is making the right business plan. 
Alexander Osterwalder introduced a business model, 
Business Model Canvas (BMC). BMC is an abstract 
concept design of a business model that represents 
business strategies and processes (Pigneur, 2010). 
BMC is a draft concept of how to make a business 
plan by documenting it in 1 page with nine business 
area blocks. The BMC model in learning 
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entrepreneurship is considered relevant for making a 
business plan. 

Figure 1: Business Model Campas (Foundry, B. 
M.,2014). 
 

The BMC model can overcome student 
difficulties in making a feasible business plan and at 
the same time be able to know the strengths and 
weaknesses of the business, the process of needs 
analysis and rapid profit analysis. Those nine blocks 
are consists of: (1).Customers Segment, (2) Value 
Proposition, (3.Customer Relationship, (4) Channel, 
(5) Revenue Stream, (6) Key Resource, (7) Key 
Activities, (8) Key Partnership, (9) Cost Structure. 
For more detail can see figure 1. 

3 RESEARCH METHOD 

This study uses an experimental method, carried out 
at the Economics Faculty, Universitas Negeri 
Medan. The study population was all 
entrepreneurship classes at the Economics Faculty, 
Universitas Negeri Medan in the odd semester 2018. 
The sample class was determined by two classes. 
One class as BMC treatment (experimental class) 
and one other class as the control class and 
determined by purposive random sampling. 
 
Indicator of  BMC Quality 
To assess the quality of learning with Business 
Model Canvas (BMC) curriculum quality criteria 
were proposed by Nieveen (1999), namely (a) 
validity, (b) practicality, and (c) effectiveness. The 
way to test the learning model is presented in Table 
1. 
 

Table 1: BMC Quality Testing 
Assested 
Aspect 

Instrume
nt 

Assess
or

Assested 
Material 

Crit
eria

Students 
respond 

Observati
on sheet 

Studen
ts 

devices 
and 
implemen
tation of 
BMC 

 

Practical
ly of 
model

Observati
on sheet7 

Expert Implemen
tation 

 

Effective
ness of 
model

Test Resear
ch 
subject 

Learning 
outcomes 

 

 
Data Analysis Technique 
To find out whether the BMC model is useful for 
improving learning outcomes is carried out by the 
"t" test. To facilitate the calculation of the data used 
SPSS assistance. 
 
Result and Analysis 
The reaction principle of the applied BMC model 
first looks at student responses to the design and 
implementation of BMC, and the results are 
presented in Table 2. 
 
Table 2: Student responses to BMC Learning Tools 

and Implementation 
Aspect Respond 

Satisfied Unsatisfied 

Respondents' feelings 
about the component
Subject matter 100 0,00 

Applied BMC model 100 0,00 

Students’ work sheet 
(business plan)

100 0,00 

Learning atmosphere 100 0,00 

Lecturer appearance 100 0,00 

The way lecturers 
teach

100 0,00 

Average (%) 100 0,00 

New Not new 

The respondents 
opinion to the 
component
Subject matter 83 17 

BMC Model 97 13 

Learning atmosphere 79 21 

Lecturer appearance 79 21 

The way lecturers 
teach

86 14 

Average (%) 85 15 

Clear Unclear 

Respondent's opinion 
about the language 
used in:
BMC Worksheet 100 0,00 

Test 93 7 
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Average (%) 96,55 3,50 
 

Interesting Not 
interesting

Respondents' opinions 
about the intent of each 
question/problem 
presented in: 

 

BMC Worksheet 100 0,00 

Test 86 14,00 

Average (%) 93 7,00 
 

Interesting Not 
interesting

Respondents' opinions 
about appearance 
(writing, tables/pictures 
and location of 

 

tables/images) 
contained in: 

BMC Worksheet 93 7 

Test 86 14 

Average (%) 89,50 10,50 

 
Student responses to the application of BMC 

viewed from each aspect turned out to be 100% 
happy, 85% said new, 96.55% said the language 
used was clear, and 93% understood. Furthermore, 
89.5% of students asked for the application of the 
BMC model to be interesting, and only 10.50% 
stated that it was less attractive.

The results are given by the observer on all aspects 
of the observation starting from the preliminary 
stage, the core activity, closing, managing the time 
and atmosphere of the class are on an average score 
greater than 4 in the excellent category. This 
explains that the application of BMC can be 
implemented well and is feasible to apply to teach 
entrepreneurship courses. 

To find out whether the data are normally 
distributed, the normality test results are obtained, 
and it is obtained that the learning outcome data 
meets the conditions under which Asymp. Sig. (2-
tailed) 0.200> of 0.05 as described in Table 3. 
Furthermore, the homogeneity test results by looking 
at the significance value of 0.619 > 0.05 means that 
the two groups of learning outcomes of the 
experimental class and the control class are 
homogeneous. 

Table 3: Normality test 
One-Sample Kolmogorov-Smirnov Test

 

Learnin
g 
outcom
es

N 64
Normal Parametersa,b Mean 66,

5194
Std. 

Deviation 
10,

12468
Most Extreme Differences Absolute ,08

6
Positive ,07

9
Negative -

,086
Test Statistic ,08

6

Asymp. Sig. (2-tailed) ,20
0c,d

a. Test distribution is Normal. 
b. Calculated from data. 
c. Lilliefors Significance Correction. 
d. This is a lower bound of the true 

significance.
 

Table 4: Test of Homogeneity of Variances 
Learning outcomes

Levene 
Statistic df1 df2 

Sig
.

,249 1 62 ,61
9

 
Table 5: Group Statistics 

 

Class N Mean 

Std. 

Deviation 

Std. 

Error 

Mean

Learnin

g 

outcome

s 

BMC 33 70,3710 9,68869 1,686

58

Control 31 62,4194 9,02505 1,620

95
 

Table 6: Hypothesis testing 

 
 

Based on Table 6 it is known that the application of 
entrepreneurial learning with Business Model 
Canvas (BMC) proved to be significantly different 
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from learning outcomes with the control class. 
Learning outcomes seen from the mean class of 
BMC are higher than the mean of control classes. 
The findings of this study are in line with research 
by Raposo & Paco (2011) which states 
entrepreneurship education provides knowledge 
about recognizing opportunities, utilizing 
opportunities, creating and operating new devices 
and the ability to think creatively and critically. 
Furthermore, Robles & Zagara (2015) added that 
entrepreneurship education can influence the 
attitudes and aspirations of young people towards 
entrepreneurship. Then, Raposo & Paco (2011) 
states the same thing that entrepreneurship 
Education can increase knowledge, improve skills, 
competencies, and attitudes that can determine 
future career choices. Furthermore, they suggest 
entrepreneurship education and training should be 
more concerned with changing attitudes than 
knowledge because the effect can be more 
significant in business creation and the ability to 
overcome obstacles in entrepreneurship. Nursito & 
Nugroho (2013) also stated that entrepreneurship 
education shapes students' entrepreneurial 
knowledge and positively and significantly 
influences entrepreneurial intentions. 
Sirelkhatim & Gangi (2015)mapped the content and 
methods of teaching entrepreneurship education in 
three themes; first, providing theoretical content 
about entrepreneurship and teacher-centered 
teaching methods with the aim of increasing 
students' awareness of entrepreneurship as a career 
choice, the second and third themes of teaching 
through the practice of entrepreneurship which aims 
to inherit entrepreneurship and learn more student-
centered, and designed to build entrepreneurial 
skills. This will create an environment where 
students can emulate real business situations or 
really allow them to start or contribute to the 
business creation. 

4 CONCLUSIONS 

Entrepreneurship learning with BMC can run well in 
class and get an excellent response from students. 
Classes taught with BMC proved higher learning 
outcomes than the control class. Entrepreneurship 
learning needs to be taught with models that 
encourage the internalization of the entrepreneurial 
character. One model that can be used is Business 
Model Canvas. 
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Abstract: Nowadays accounting students are faced with the demand to have a standard and global competencies. 

Moreover, since the launching of MEA. The aim of this study is to investigate the causal relationship 

between learning communities, Accounting Club, with the academic performance of accounting students in 

a financial accounting course. Improvement of academic achievement is expected to increase the readiness 

of accounting graduate to face global competition. Accounting Club is organized by empowering student 

competencies. This study using quasi-experiment design. Furthermore, the subject of this study is the 

undergraduate students in accounting who are taking financial accounting courses using purposive sampling 

techniques. Academic performance collected based on the exam results in the class. The result of One-Way 

ANOVA shows that Accounting Club has a causal effect on academic achievement. The study recommends 

universities to manage the student learning community formally to build their competitive advantage and in 

turn, will improve the university's performance. 

1 INTRODUCTION 

The launching of the ASEAN Economic Community 
(MEA) requires the preparation of human resources 
in various areas of expertise (Fadli, 2012; Pramudyo, 
2014), included the accounting profession (Suttipun, 
2012). This situation requires the accountant 
profession to have international standards and 
competencies to be able to compete in the global 
market (Herawati, 2012). One of the stakeholders 
that must take a role in the agenda is the University. 
It is because the primary function of higher 
education institutions is to facilitate the intellectual 
growth to have adequate competence (Fogarty, 
Zimmerman, & Richardson, 2016).  

To become a professional accountant an 
individual has demanded not only his cognitive 
accounting skills but also soft skills in applying his 
knowledge (Herawati, 2012). Therefore, students 
need activities that produce learning experiences to 
develop hard skills and soft skills. Thus, accounting 
program should be able to shift learning activities 
that previously emphasized the understanding 
accounting technical knowledge with traditional 

learning activities into a process that accommodates 
students to develop their understanding about the 
principles and concepts that underpin practices of 
accounting and business (Flood & Wilson, 2008).  

To build an actual and relatively comprehensive 
understanding individually and collectively is 
equally essential for students. On many occasions, 
learning together able to produce sharing knowledge 
activities even to knowledge creation, which in turn 
will impact on individual and organizational 
performance (Dalkir, 2013; Hauptman & Neuringer, 
1997). Several studies have examined the concept in 
the form of community practitioners and learning 
communities and reviewed the impact on individual 
and organizational performance. 

Balyer, Karatas, & Alci (2015) studied the 
learning community among teachers that impacted 
on student academic achievement, on student 
performance, while Reinl & Kelliher (2014) 
reviewed the social dynamics through the learning 
community. Some researchers also built 
communities for Small and Medium Enterprises 
(SMEs) with the terminology of entrepreneurial 
ecosystems to create competitive advantage among 
SME actors (Ács, Autio, & Szerb, 2014) and others 
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tested the role of learning communities among 
students in supporting their academic performance 
(Chapman, Ramondt, & Smiley, 2005; Cheng, 2010; 
Leonardi, 2017; Marin, 2015). Interestingly some of 
the research focused on sharing knowledge with the 
online community. While the interaction in sharing 
the knowledge directly in the real world has its 
virtues (Leonardi, 2017; Marin, 2015; Reinl & 
Kelliher, 2014). 

2 THEORICAL FRAMEWORK 

Theory of organization states that knowledge is the 

primary input and source of value in the process of 

producing something. This argument leads 

understanding to the need for knowledge 

management to generate innovation in each 

organization. It exists in the process of transferring 

knowledge from individuals or groups so that it is 

useful to others  (Dalkir, 2013; Samkin & Francis, 

2008). From the perspective of higher education, the 

new students at the beginning of college consider 

knowledge as something important, and knowledge 

itself can not only be obtained from lectures or 

formal education but can be obtained through non-

formal education in the form of organization or 

community (Hashim & Pa, 2010).  

Likewise, previous studies have indicated 

conflicting results regarding group members' 

empowerment of group member learning outcomes. 

Communities or groups can influence and impact to 

the community member and surrounded people 

(Datzberger, 2017; Samkin & Francis, 2008). 

However, not all communities can deliver results as 

the expectation that matches to the community 

learning objectives or vice versa (Wygal, 2015; 

Zhang & Cao, 2017). 

  

Community  

All aspects of work and activity should have an 

association that we know as a community or 

organization within the academic, business, political 

and cultural activist elements. One example is the 

study of the Professional Learning Communities 

(PLC's), Hudson, Hudson, Gray, & Bloxham (2013) 

indicates that the community can improve the 

professionalism of teachers in effective learning 

practices. It is pertinent to teacher performance.  

Not only this study, many studies have indicated 

that the community has benefits for the performance 

progress of its members (Dholakia, Bagozzi, & 

Pearo, 2004; Gougeon, Johnson, & Morse, 2017; 

Hudson et al., 2013; Liu & Liu, 2017; Sasao, 

Konomi, Kostakos, Kuribayashi, & Goncalves, 

2017; Wygal, 2015). Thus, the statement can be a 

reference for the students to follow the same steps 

especially for accounting students who need analysis 

discussion which less effective if it is done 

separately.  

Stanley & Marsden (2013) stated that the results 

of his research on student-centered, student-centered 

learning with direct practice as an accountant in the 

field through a program unit are very useful in 

increasing accounting students entering the 

workplace as professionals. As a community, faculty 

with some departments within a university plays an 

essential role in the quality of the program through 

the achievement of accreditation (Fogarty et al., 

2016). Accreditation becomes the benchmark in 

assessing and evaluating universities. One indicator 

that can not be separated from the aspect of the 

assessment is the activity of the university 

community in collecting achievements.  

The ability to think, experience, and activity are 

usually created through the learning community. At 

the State University of Medan, empowering learning 

community has been done by establishing an 

Accounting Club. This community supported 

students majoring in accounting in understanding 

further understanding about accounting subject. It 

also assisted students in preparing themselves to 

enter the real professional accountants that included 

into one of the tasks which run by the community 

(Kaenzig & Keller, 2011). 

 

Empowerment  

The concept of empowerment started to be used or 

expressed from 1990, and it became a supporter of 

government ideology and nursing. And until now, 

the term empowerment has been used for various 

subjects ranging from social science, politics, 

scientific, health, to education as well as more 

specific issues such as empowering leadership, 

empowering women, empowering employee and 

others (Hunt, 1998; Kele, Mohsin, & Lengler, 2017)  

Many studies alluded to empowering leadership 

in the aspects of education, business, economics, and 

government. Cheong, Spain, Yammarino, & Yun 

(2016) argue understanding of leadership 

empowerment was needed in the world of work 

especially business so it could understand the 

relationship between employees and owners when 

working as an entrepreneur (Erkutlu & Chafra, 

2015). Creativity needed to be empowered within 

oneself as an expert; empowerment was a complex 

process in the sense of employees, leader behavior 

and interaction of the working environment of every 
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other person conducting a condition of 

empowerment phenomenon (Özarallı, 2015). Every 

individual had a responsibility of leadership both for 

themselves and others then hence the need for 

empowerment efforts by actively following the 

school community that implemented the method of 

learning to instill a value of cooperation (Ellerani & 

Gentile, 2013).  

Empowerment is a broad knowledge or holistic 

in social, the potential that exists in every person 

should be empowered to increase confidence, 

dignity, and pride. Activity empowerment develops 

economic, social, and cultural values by forming 

communities, as well as building self-ability 

(Neamtu, 2013). The concept of empowerment or 

equalization is initially associated with management 

that discusses building management, whereby if 

empowerment approaches are adapted from the 

development of skill networks such as designers, 

trade experts, clients, suppliers and stakeholders 

with interest in design will require stronger theories 

(Newcombe, 1996). Realizing empowerment can 

cover deficiencies, from things we do not know into 

something we understand and masters, such as 

empowering scientific writing and the use of 

information technology (Virtanen, Leino-Kilpi, & 

Salanterä, 2016). Similarly, the implications in the 

learning community will strengthen the intrapersonal 

and social interaction aspects that are the 

components of empowerment that affect a person 

who follows a particular activity in the community. 

The most powerful impact of the empowerment 

implications is that community leader who 

unconsciously improves one of these aspects (Li, 

2016).  

Boyd, McGarry, & Clarke (2016), in their 

research, stated the result that empowerment could 

have implications for high and low experience from 

behavior, attitude, and knowledge point of view. 

Therefore, specific deficiencies that exist in the 

human person can be covered by participating in the 

community. For students, their community-based 

learning centers on members. The ability to 

communicate needs to be empowered to understand 

intercultural behavior and adaptable in many 

circumtances  (Crawford, Roger, & Candlin, 2017; 

Tarek, 2014).  

Futhermore, the development efforts undertaken 

by government agencies in local communities can 

empower online education supported by current 

technology usage (Maasum & Maarof, 2012). 

Caring for the environment by bringing local people 

to organize and empower the surrounding natural 

potentials needs to be done (Azmi, 2012). 

Empowering local youth in vocational education as 

an agent of change was one form of empowerment 

(Cheng, 2010; Sada-Gerges, 2015). Then, the 

community culture will affect the empowerment of 

its members in the dimension of achievement, 

effectiveness, independence, meaningfulness and 

self-confidence members. This should be supported 

by the trust of community members in the 

participated communities (Shakibaei, Khalkhali, & 

Nezgad, 2012). Individuals' trust in the participated 

organizations needs to be empowered to improve 

performance in various aspects according to the 

focus of science or occupied work (Wu & Chen, 

2015).   

  

Sharing knowledge 

Sharing knowledge is a knowledge management 

process in which this process is an essential part of 

the system because it is applied to oneself, groups, 

and organizations regarding sharing knowledge with 

other members in activities that pass through various 

paths (Jafari Navimipour & Charband, 2016). By 

applying knowledge management to overcome 

problems that require strategic plans to develop 

existing capabilities (Sompong & Rampai, 2015). 

Sharing knowledge enables us to do service easily 

and market our business and awareness of potential 

strategies in sharing knowledge of daily activities 

and in the role of improving their implementation 

(Bhatti, Larimo, & Carrasco, 2016).  

Factors of operational activities in sharing 

knowledge and business knowledge processes play 

an essential role in contributing to improvements in 

organizational performance directly (Oyemomi, Liu, 

Neaga, & Alkhuraiji, 2016). Working a little more 

intelligently in a group necessitates a sharing of 

knowledge in innovation improvement, the 

consolidation, and development of our competencies 

(Olaisen & Revang, 2017).  

Sharing knowledge is useful when it is applied in 

an organization but becomes ineffective when there 

are indirect interactions such as virtual groups 

(Eisenberg & Mattarelli, 2017). The process of 

sharing knowledge raises the barriers to the process. 

The challenge of sharing knowledge has potential 

impedes activity and should be in an adequate 

environment because it has a relationship with 

information technology which is the most accessible 

tool to be used (Zahedi, Shahin, & Ali Babar, 2016).  

The desire to share knowledge about electronics 

services by consumers in the online community is 

very beneficial to businesses and other consumers. 

Especially when it is applied in the educational 

community will not only a solution to the existing 
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constraints but also become helpful for students who 

have limitations in the lesson. This variety of desires 

comes from personal factors that are more dominant 

than e-service factors. And this shows that the 

motivation of sharing knowledge not only comes 

from the chairman of a community but also of its 

members who will improve the ability to share 

Knowledge (Yuan, Lin, & Zhuo, 2016). Sharing of 

knowledge collaborated with the learning 

community and self-confidence factors can help in 

the process of more effective learning through the 

learning community (YIlmaz, 2016).  

People, who are not active in keeping up the 

times, may have personal intrapersonal 

empowerment and low interaction. Understanding 

the mechanism of empowerment and how it is 

guided in a variety of behaviors will support social 

relationships such as professional marketing (Li, 

2016). Organizational Implementation is started 

form activities of the member, the development of a 

measurement system for assessing performance is 

done by utilizing the knowledge sharing system 

(Oyemomi et al., 2016)  

In group work, the most critical member role is 

sharing knowledge because it results in interaction 

between members and working groups. Sharing 

knowledge can improve efficiency and add value for 

the company (Jafari Navimipour & Charband, 

2016). Because, an experience can be gained can 

effectively and intelligently to get innovation in the 

processes and company product (Bhatti et al., 2016). 

Generally, the explanation above shows that 

knowledge management has a substantial 

contribution to individual performance and in turn 

will affect the performance of the company  

In the context of higher education, Economy 

Faculty of State University of Medan (FE UNIMED) 

had an Accounting Club program which has 

supported students by accounting community 

learning. This community was formed in 2015 as a 

forum for the student to share knowledge. The 

principle of student empowerment has done 

accounting Club. Based on previous studies, the 

learning community will result in a sharing 

knowledge process. The empowerment of students 

makes the community into a vortex of knowledge, so 

knowledge does not only happen to the recipients of 

information but also to the speakers, because there 

will be a brainstorming process that stimulates its 

members to keep digging information from various 

sources. The dynamic of the community will 

gradually close the knowledge gap among the 

community members. The process encourages the 

students to naturally develop their accounting skills 

to support the knowledge that has been gotten in the 

classroom. Hence, we formulate the hypothesis as 

follows:  

H a = Learning Community has a causal 

relationship with Student Academic Performance. 

3 RESEARCH METHOD 

The population of this study was the members of the 

Accounting Club community. Purposive sampling 

took the sample because the sample was selected 

based on a specific purpose (Cooper, Schindler, & 

Sun, 2006), namely to be able to explain the 

phenomenon that occurred in the club accounting 

community. Analysis unit in this research was 

individual. It referred to the students majoring in 

accounting in the Faculty of Economics, State 

University of Medan joined in Accounting Club 

community. Accounting Club itself has been running 

since 2015.  

Furthermore, the number of samples was taken in 

the control group by deliberately adjusted by the 

researchers with the number of samples in the 

experimental group. It was to control the smoothness 

of hypothesis testing. The experimental and control 

groups were partly from the same class and partly 

from different classes. What distinguished the group 

was the participation of students in the Accounting 

Club and the similarity was that the same lecturer 

gave them a financial accounting course. Those 

circumstances enabled hypothesis testing in this 

study.  

The results of this study showed the implications 

of empowering a community in the university 

environment on the academic performance of 

students who are members of the community group. 

The implications are reviewed from the comparison 

of academic achievement among members of the 

Accounting Club community with students who are 

not members of the Accounting Club community. 

So, this study belonged to a pseudo-experiment 

conducted in the field (Nahartyo, 2012). The 

experiment is a research design to investigate a 

phenomenon by manipulating a condition or 

condition through a particular procedure and then 

observing the results of the engineering and 

interpreting it (Cooper et al., 2006; Nahartyo, 2012). 

The phenomenon investigated in this study was 

the academic performance of the students. Data for 

educational performance variables were drawn from 

members of the community Formative test scores, 

which grouped in the experimental group, namely 

the score of F1, F2 and F3 on Intermediate 
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Accounting subject. That was the primary format 

Unimed have a formative test system to evaluate the 

teaching and learning process. Generally, formative 

examinations would be done maximally four times 

in one semester, although the lecturer had the power 

to conduct a formative test less than four times. The 

academic performance was reviewed in descriptive 

statistic then and tested the difference with the 

control group, which didn’t join in the accounting 

club. One-Way ANOVA test performed the data 

analysis. 

4 RESULTS AND DISCUSSIONS 

The demographics of the sample indicated that the 

majority of respondents were female. The condition 

represents the composition of FE Unimed students 

generally because the composition of FE Unimed 

students was dominated by women. Otherwise, this 

situation could still avoid gender bias against the 

results of research because the composition of 

women in the control class and experimental class 

relativly balanced. Furthermore, from sample 

demographic data, it could be seen that the number 

of respondents in each group was 23 people, and that 

number had been qualified for testing experimental 

hypothesis (Saravanan et al., 2013). Generally, the 

sample demographics could be reviewed in Table 1 

below.  

 

Table 1: Demographics of Research Subject 

Information 
Demographics 

 Sample Percentage 

Gender: 

   

 

Men 7 15.22% 

 

Women 39 84.78% 

  
46 100% 

Group: 

   Experiment Group 

 

Men 3 7% 

 

Women 20 43% 

Control 

Group 

   

 

Men 4 9% 

 

Women 19 41% 

Total 
 

46 100% 

Furthermore, the result of descriptive statistical 

test was shown in Table 2 that the academic 

performance achieved by the experimental group 

through three formative tests showed a higher mean 

score than the academic performance achieved by 

the control group. Although in each group there 

were students who scored 100 as the maximum 

score while the minimum score were not far adrift, 

as well as the standard deviation. In spite average 

composition indicated that the composition of the 

score of all members of the experimental group 

seemed better. However, to ensure the significance 

of the difference was needed to be done by using 

One- Way ANOVA. 

 

Table 2: Descriptive statistics 

Test N Max Min Average St. Dev 

Experiment Group 

F1 23 100 50 84.130 17.428 

F2 23 100 30 71.521 20.081 

F3 23 100 40 81.521 16.951 

Control Group 

F1 23 100 30 52.391 22.606 

F2 23 100 35 57.391 19.706 

F3 23 100 40 63.695 14.787 

One-Way ANOVA test results between the two 

groups showed that there was a significant 

difference between the academic performance of the 

experimental group and the control group. The 

conclusion was obtained from the sig number 

through One- Way ANOVA test result with SPSS 21 

software. Sig number on different test results 

formative exam one (F1) showed the number 0.000. 

While on the difference test in formative two (F2) 

shows the sig number at 0.005, and on formative 

trials three (F3) denotes 0,000. 

With reference α = 5% then the critical point was 

below <0.05. The figures above showed the 

significance of differences in academic performance 

between control and experiment groups. Thus, it 

could be seen that the academic performance of 

students involved as members in the Accounting 

Club have significant differences with the academic 

performance of students who did not join the 

Accounting Club . So the hypothesis was supported. 

Hypothesis test results in this study could be 

reviewed in Table 3 below. 

 

Table 3: One-Way ANOVA Test Results 

Exam Results F Sig. 

F1  32.611 0.000 

F2  8.564 0.005 
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F3  14.917 0.000 

These finding addressed and reinforced several 

previous research (Gougeon et al., 2017; Liu & Liu, 

2017; Wygal, 2015) which argue that communities 

had benefits for the performance progress of their 

members and the community provide a process of 

transferring knowledge from individuals or groups 

so that it was useful for others (Dalkir, 2013; Grant, 

1996). On the other hand, this study had also 

strengthened previous studies on communities that 

impacted community members and the community 

surrounding communities (Datzberger, 2017; 

Samkin & Francis, 2008).  

From an academic point of view, this research 

has recommendations in the practice of community 

learning on a university regarding synergy between 

community and community members. It was 

required quality in the process of sharing knowledge 

so that community goals to enhance the competitive 

advantage of its members could be achieved. 

Community quality must be built from the quality of 

good interaction between community and 

community members. Moreover, the study also 

recommended policymakers at universities to 

formally accommodate and manage student learning 

communities which in turn will enhance the 

university and regional competitive advantage at the 

national and international scale.  

Limitations of this research lied in gender issues 

because, in this study, it was dominated by women 

as research subjects and the narrowed scope of 

samples only 46 samples. Development of an 

example that lied in gender could not be overcome 

because it was determined based on the number of 

members registered in the community. The level of 

confidence in this research could be improved by 

conducting lab experiments, by controlling gender 

and other experimental treatment. The limitation of 

this study could be a reference for the next 

researcher. 

5 CONCLUSIONS 

This study aimed to analyze the influence of 

Accounting Club community on student academic 

performance in financial accounting subject in FE 

UNIMED, accounting study program. This research 

was necessary because the learning process in the 

classroom was only up to the provision of 

knowledge rather than the cultivation of an 

understanding of critical analysis in accounting. 

Therefore, this study selected students who were 

members of the learning community as research 

subjects to see the role of student empowerment 

through the learning community and its impact on 

academic performance.  

This research has been run by the research 

methods that were designed. Research result showed 

the learning community has a significant causal 

relationship to the academic performance of 

community members. The main thing that happened 

in this learning community was the process of 

empowering students in organizing the community 

so that the process of sharing and development 

knowledge from the dynamics of the community 

itself. The empowerment process was able to 

transform the weakness into the advantages of 

community members. In this case, the confidence of 

the members and the values contained in the 

community would affect the perspectives of other 

community members and increase community 

empowerment success (Crawford et al., 2017; Hunt, 

1998; Keller et al., 2017; Maasum & Maarof, 2012)  

The academic performance of this study was a 

bound variable influenced by the community as an 

independent variable. The community had a positive 

impact on community members and people around 

the community. The positive effect of the 

community was to complement the initial capacity 

of community members and to deepen specific 

learning materials (Gougeon et al., 2017; Mtika & 

Kistler, 2017). The community would have a 

positive impact on community members if the 

interaction between community members is done 

well and the community has a goal as the basis for 

community implementation (Dholakia et al., 2004; 

Sasao et al., 2017). In this case, sharing knowledge 

is one of the key communities that could compete 

competitively (Jafari Navimipour & Charband, 

2016). 
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Abstract: Social media has became a new way of communication, not only for the intention of social purposes but 
also for educational need. There are many advantages and disadvantages using social media as the 
instrument to assess the students. The aim of this research is to investigate how useful social media as 
Facebook, Instagram and Whatapp application in developing students’ competences in writing skill. The 
principles of KKNI is to assess an individual in some aspects; knowledge, competences, and skills in 
accordance with the learning achievement obtained through educational process which is shown by certain 
descriptor levels. For the second semester students of English Department of UNIMED. They have to 
submit all kinds of assessments from Daily Task Report, Critical Book Report, Journal Review, Mini 
Research, Idea Engineering and Final Project. All these tasks have their own conditions and difficulties to 
complete. The implementation of using social media as students’ assessment hasn’t been optimal yet, since 
it still a new idea in education. The population of this research were the students of 2017/2018 academic 
year who consist of 80 students from 2 classes, educational and literature program who have already studied 
basic writing and reading. The method used is Research and Development (R&D) Method by Borg & Gall, 
with the Linkert Scale Data. Questionnaire used to get students perception on how effective social media as 
their KKNI based curriculum assessments. The result shown that the factors influencing the implementation 
of social media as students assessment are not only the design, material, and selected text, but also the 
lecturers competence, students’ need, and facilities that support the achievement of this purposes. Further, it 
is expected to do more research on this matter. 

1 INTRODUCTION 

Due to the globalization of the world, technology 
has affect all aspects in life, starting from 
communication for social intention and now to 
educational purposes.  UNIMED as one of the 
leading educational University in Medan also have 
to keep up with the students’ need. The massive use 
of smart phones, iPads and other portable devices 
has influenced the way teacher assess their students. 
From all the applications that are installed in a 
smartphone, the used of Facebook, WhatsApps, and 
Instagram, are the most applicable icon for English 

department students, since everyone communicate 
and having social life through it. “Social connections 
affect so many aspects of our lives that our argument 
that they can also be applied to education and 
learning should be no surprise” (King and Sen, 
2013, p.622). The role of emerging social media 
may offer new opportunities to enhance the teaching 
and learning experiences. Zepke and Leach (2010). 

Indonesia National Qualification Framework 
(KKNI) Curriculum has a goal to shape the students 
into an independent and qualified person to the 
stakeholders, society and nation. The classification 
of tasks in KKNI based curriculum based on the 
level of the students. The bachelor degree student 
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level for academic years 2017/2018, should submit 
six kinds of tasks, which are daily task, critical book 
review, journal report, idea engineering, mini 
research and final project.  

Each task has its own procedure to follow. Daily 
task is an assessment to do individually. After the 
lecturer has finished in giving one topic, the student 
is being asked to work on a task. It could be an 
essay, a summary or other.  

The second task is critical book review, before 
the students were divided into small groups and find 
some references to read. The book should related to 
the writing topic. The lecturer will choose the best 
book for each group to review. Using social media, 
the students can access some good references by 
using FB or WA to share about the book that’s going 
to be reviewed. 

The third task is journal report, now students can 
access the article from the IG, FB or WA, they don’t 
need to copy or download a complete journal any 
longer, they just need an url sites such as 
https://unimed.ac.id.,  

The fourth  task is idea engineering, in this task 
each student demanded to conclude his theory of a 
topic that has been discussed.  

The fifth task is mini research. The lecturer will 
grouping the students into small groups, next each 
group should write three problems of the research. It 
could be a problem in their society, educational 
problem (based on their own experiences), or the 
current problem about language. 

The last task is the final project. Students are 
directed to held an exhibition, in intention of 
displaying their writing product. It could be in the 
form of English corner, competition or reviewing the 
native speaker/ commercial tenants. All these tasks 
will shape the students attitude and character to 
become a better and independent person with the 
adequate language skills.   

Writing skill is one of the skills that the English 
department students program should be mastered. 
Since 2017, the curriculum that has been applied in 
university is Indonesia National Qualification 
Framework (KKNI) Curriculum. The purpose of this 
curriculum is to know the students’ ability in 
knowledge, competences, and skills in accordance 
with the learning achievement obtained through 
educational process. As mentioned before for the 
bachelor degree, there are six tasks to submit. These 
six tasks should be integrated in the English skills. 

Since KKNI based curriculum applied in English 
department program in UNIMED, students of 
academic year 2016 have the new subject. The new 
subject matters is the language skills in particular. 
The four skills have been divided into oral and 
productive skills. While speaking and listening is the 
oral skills, writing and reading become the 

productive skills. Teaching writing through a text 
need a lot of preparations. The interactive text isnot 
enough to assess the students’ competences. The use 
of social media is considered as one of the solution 
to the students’ need, since they get easily bored and 
they didn’t have much attention in working on their 
task, so the result is not as expected. One of the 
factor is the content of the assessment.  

Conventional teaching using handout and 
textbook full of narration cause the lack of 
motivation in learning.  Motivation and perception 
will influence students to engage in interactive 
learning. “Students, often referred to as digital 
natives (Prensky, 2001 as cited in Noh, Razak, 
Alias, Siraj, Jamil & Hussin; 2013), have spent most 
of their time on computers, game consoles, digital 
music players, video cameras, cell phones, as well as 
the Web itself”(Jovanovic, Chiong, and Weise, 
2012, p39 as cited in Noh, Razak, Alias, Siraj, Jamil 
& Hussin; 2013)`.  

Students motivation and interest become an issue 
to overcome in education. The social media can be 
the perfect answer to it because networking provides 
them with more freedom access and a way to 
express their feelings (Shambare et al., 2011, as 
cited in Noh, Razak, Alias, Siraj, Jamil & Hussin; 
2013). It’s because technology has changed the way 
we communicate with each other, the way we use 
language, the way we read and write, the way we 
think and the way we teach (Crystal, 2008a, 2008b; 
Johnson, 2009; O'Brien & Sharber, 2008 as cited in 
Noh, Razak, Alias, Siraj, Jamil & Hussin; 2013).  

The following tables present the students’ view 
about the target goal and their demand of the target 
situation. 

 
Table 1: The Goal of Learning English 

Questions Items N F Percent
age (%) 

As English 
Language 
students, why 
do you need 
to learn 
“Written 
language 
skills? 

 

Campus 
demand 

 
0 

25
% 

The 
importance 
of English 
now 

0 3 
65

% 

Happy to 
learn 
English  

0 
10

% 

Parents’ 
will 0 

  

What kinds 
of skill are 
used very 
often in the 

Reading  
0 

25
% 

Writing  
0 4 

70
% 
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class? Listening  
0 

45
% 

Speaking  
0 2 

60
% 

Based on the preliminary data of second semester 
of English department students, it was found that 
writing is the most difficult subject in learning 
English. The reasons why they found it so difficult 
in writing or developing their ideas is because they 
being limited by certain text which really an old 
issue. They don’t enjoy of reading the the text nor 
summarizing it. The students are quite difficult to 
explore the ideas since it was limited by certain 
topic.  

The second question of the result stated that 
students understand the useful of English as 
International communication. They need English to 
help them getting the right occupation. Although 
UNIMED is the university of teaching but the 
scholars who choose to be the students in UNIMED 
can apply a different job than being a teacher. 
Students of english literature program have the 
interest of working in various field, such as banking, 
secretary, receptionist, etc, because literature 
program has the subject of English for Spesific 
Purposes (ESP). The students understand by 
mastering English proficiency to the advance level, 
not only fluency in speaking but also good in writing   
will help them in developing their skill in a working 
place. 

In addition the students also want more attractive 
material in writing class with a lot of current issues 
as the topic and colorful text and assessment. The 
use of social media for youngsters fulfill they need 
in learning. 
 
Table 2: The students’ expectation in studying 
English. 

What kinds of 
materials that 
you prefer? 

 

The past 
form text in 
black & 
white

0 
15
% 

The real 
situation 
text that 
deal with 
kids these 
day

0 
25
% 

Both
0 2

60
%

Do you think 
social media 
will help you 
improve your 
writing 

Yes
0 0 

10
0
%

No 
0 

0

Do you think Yes 40

the learning 
materials used 
now be able to 
answer 
thestudents’ 
need?

0 %
No 

0 2 
60
% 

Investigations on media social has been done 
over a decade. Previous research on material, media 
and assessment has been investigated by Noh, 
Nurulrabihah Mat., Razak, Siti Hajar Abd, Alias, 
Norlidah., Jamil, Saedah Siraj, Mohd Ridhuan Mohd 
& Husin, Zaharah,. 2013. Usage of Facebook: The 
Future Impact Of Curriculum Implementation On 
Students In Malaysia and Alabdulkareem, Saleh 
Abdullah,. 2014. Exploring the Use and the Impacts 
of Social Media on Teaching and Learning Science 
in Saudi.  

Each of these research shown that in future the 
social media will be implemented in the curriculum, 
not only the design of material but also the way to 
assess the students’ ability. Its benefit not only for 
the social communication purposes only but also for 
the outcomes of students’ achievement in learning. 

The aim of this study is try to answer some 
research questions; (1) What kinds of social media 
that appropriate to students assessment? (2) How is 
the implication of using social media as the tasks for 
KKNI Based Curriculum? 

2 RESEARCH METHOD 

The method used to investigate the result of English 
department students’ assessment, academic year 
2017/2018 under the topic writing is Reseach and 
Development method (R&D) by Borg & Gall, 
1983:775. Ten procedures should be followed in 
order to gain the best tasks for the students’ need.  

Sumadinata (2010) stated, if we followed all the 
stages, it will produced the perfect product. 

 
 
 
 
 
 
 
 
 

Figure 1: R&D Method (Borg & Gall, 1983:775) 
Procedures in R&D Method; (1) research and 

information gathering, (2) planning, (3) develop 
primary form of the product, (4) preliminary field, 
(5) operational field testing, (6) operational product 
revision, (7) main field testing, (8) main product 
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revision, (9) final product revision, and (10) 
dissemination and implementation. 

The first research question is to find the kind of 
social media mostly used among the students tried to 
be answer with the questionnaire of the students’ 
expectation in studying English (table 1). 80 
students have their own applications that dominantly 
use in daily basis. The result of the questionnaire 
was formed in the Likert-scale. The questionnaire 
adapted from Badan Standar Nasional Pendidikan 
and consist of four aspect. They are: content 
appropriateness, language appropriateness, present 
appropriateness, and layout appropriateness. 
Designing Writing Assessment 

After administering the needs analysis, the 
appropriate English writing assessment ready to 
designed. Next, the writer selected the material of 
the assessment limited only to the used of FB, Ig and 
WA application as the instruments of the data. The 
researcher only choose  some good issues to be the 
references of the six KKNI based curriculum tasks.  

Here the example of the text used as the 
assessment of the students. 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

Figure 2: Example assessment of the students 
source:www.instagram.com/barackobama. Retrieved 
Oct 22th , 2018. 
 

The design of students’ assessment through 
social media for English students of State University 
of  be developed into several parts. For reading part, 
we can ask the students to read the text and 
underline the difficult words in order to compose 
idea engineering, and as for writing, we can ask 
them to write one good composition to indicate the 
appreciation of Indonesian heroes, from the 
revolution era or heroes in their life. The goal of this 

assessment is to let students creativity develop 
regardless their grammatical competences.Its a 
crucial process to meet the students abilities in 
improving their writing skill as a beginner.  

The result of test 1 will be used as the materials 
revision. Two lecturers who are expect in matter of 
writing and assessment will be point out to make the 
revision. 

 
Validating New Materials by Expert 
The next procedure after the first draft of the 
assessment materials was developed, the tests were 
evaluated by the validators to confirm  if the tests 
had been appropriate or not. The evaluation was 
consists of questionnaires and interviews from 
students and lecturers.  

The suggestion from the validators were 
demanded to add more inspiring text from the social 
media, from Indonesia and abroad, since we have a 
lot powerful and inspiring people in the country, like 
Sri Mulyani, B. J Habibie, etc. 

Another input from the validators, the 
assessments materials can be used as a standard test 
of writing class in the same level. 

 
Revising New Materials Based on Experts’ 
Suggestions 
After the first revision, the assessment materials had 
been added more text with the most current issues 
that the students need to discuss and make a review 
as their next task. The purpose of this procedure is to 
get the appropriate assessment materials to the 
students need of academic years 2017/2018 who still 
learning the basic reading and writing. They still 
learning the simple word with the simple meaning, 
so it is suggested at the end of each topic, the 
lecturer put the glossary contain the new terms or 
difficult words that the students can learn and use it 
in a sentence. The additional text taken from Sri 
Mulyani, B. J. Habibie and Ratna Sarumpaet 
Instagram or Facebook, since now they are the most 
inspiring people for students. 

Next, students were tested for the second time, 
with the new materials and the new topic. 

 
Revised-Developing New Materials (Final 
Product) 
There were somenew developed writing materials 
that adequate to the students’ need. There are two 
tests which were distributed to the students. The first 
test is preliminary test which consist of the 
assessment from the hand out and it is not related to 
the social media by giving the opinion about those 
thesis statements given. The second test is taken 
from FB and Ig which selected topic that related to 
the writing skill. To assess the students’ paper is by 
implementing the writing score of British Council.  
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Table 3: Students’ Difficulties in Reading and 
Writing Activity 

Question Items N F Percen
(%) 

What difficult
you find when
read the En
text? 

The text is  
uninteresting  
to be read so  
we are difficult 
to write it  

20 9 45% 

The text is 
update because
unsuitable 
students’ need
this era  

20   

It is found 
unfamiliar 
vocabularies an
pictures 
monotonous  

20 11 55% 

Based on the table in the writing and reading 
activity 55% of the students have difficulty of 
guessing the unfamiliar words with the materials 
provided in the book consist of the monotonous 
pictures (black & white). While 45% of the students 
have to overcomes their motivation in learning 
because of uninteresting texts. Some of them even 
found it really difficult to rewrite or answer based on 
the text given. It is also the problem of the second 
question. The effect of social media to six tasks of 
KKNI based curriculum is a good way to solve 
another obstacles in writing which is lack of 
vocabularies. 

3 RESULT AND DISCUSSION 

The research findings can be based on the main data 
of each independent variable on the students’ writing 
competences, as the aim of the research question is 
to find out the implementation of KKNI based 
curriculum assessment using social media. The 
result shown that there is a significant change in 
students’ achievement after using FB, IG and WA as 
their tasks material 

Materials is anything which is used to help 
language learners to learn, as stated by Tomlinson; 
2012. The form of materials can be anything. Is it a 
CD, handout, textbook or the latest one is e-learning. 
Beside  giving text to the writing class from social 
media, lecturers can also upgrade their technologies 
competences in e-learning. Giving topic, discuss a 
topic, assess the students online. The only problem 
to this matter is the internet access. University 

should supply the gigantic wi-fi access to make sure 
the learning process runs well.  

The English department students who have tested 
with the social media materials have the different 
result than the students who haven’t got the social 
media text as their assessment. Its indicating that the 
development of KKNI based curriculum material 
involving not only the syllabus but also the students’ 
need. Further, Tomlinson (2001: 66) stated  
materials development is both a field of study and a 
practical undertaking. As a field, it studies the 
principles and procedures of the designed, 
implementation and evaluation of language teaching 
materials. Materials developers might write anything 
from the textbooks, tell stories, and bring 
advertisements into the classroom, express an 
opinion, provide samples of language use or even 
read a poem aloud in front of the classroom.  

The students results shown that the materials 
provided by the lecturers to learn in class was not 
the current issues, late post, conventional and a bit 
boring. The kind of assessments that has been tested 
from time to time, no revision and no up dating data. 
It was derived from the main factor which is the 
inappropriate materials to the students’ need and 
lecturers’ method of teaching is still conventional. 
The way lecturers giving assessment really decide 
the result of the students’ competences. In terms of 
assessment materials, some students found it 
difficult to develop the idea in writing, because of 
bored materials and an old issues. Furthermore, 
some students lacked motivation and enthusiasm to 
learn reading & writing because of the gap in 
comprehend the text and design of teaching (table 1) 

The following questionnaire will try to answer 
the effect of social media to their six KKNI based 
curriculum tasks 

 
Table 4: The Importance of Social Media in KKNI 
Based Curriculum 

Questions Items N F Percenta
ge (%) 

Have you ever 
found the 
materials 
based on the 
social media? 

Yes 20 
8 

90% 

No 20 2 10% 

What kind of 
social media is 
it found in the 
materials you 
have found? 

IG 20 8 40% 
FB 20 3 15% 
WA 20 7 35% 

From those 
social medias, 

IG 20 9 45% 
FB 20 4 20% 
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which one do 
you think can 
be develop the 
reading and 
writing skill?  

WA 20 7 35% 

 
According to the table, most of the students (about 
90%) stated that the existence of social media based 
in the materials was very helpful to the students in 
order to understand the materials that consist of 
current issues. The rest was 10% of the students who 
had opinion that they never found the materials 
related to the their life, so they did not know how to 
use and develop the materials.  

Furthermore, the type of social media that can be 
implemented as the assessment of KKNI based 
curriculum is Instagram consisting of 40% and 45%. 
While FB and WA were used to chat about anything. 
Students usually discuss the topic, as a question or 
consult each other using WA application, since they 
can classifying the group of each topic in WA, so 
they don’t have to meet personally and spare certain 
time to talk about the task, they can talk privately in 
WA by vc (video call) application in WA. 

FB used to announce of a task. The class monitor 
was being asked by the lecturer to inform anything 
related to the topic. Media as FB and WA is the 
application that fit to this matter.  

The second and last question in table 4 indicating 
that the students rarely had a text based on social 
media used as the material and tasks at the same 
time. 

The chart below also justify the significant result 
by using social media as the assessment materials in 
writing class. 

 
Figure 3: The Percentage of Number of Students’ 
score in Writing 

 
According to the figure of students’ percentage in 

writing assessment, it shows there’s a a significant 
change increasingly happens in test 2 when the text 
is taken from social media with the appropriate topic 
of the current issues about politics, finance or 

education. All the tests taken from inspiring people 
who in charge in certain matters as, Presidents, 
Politician, Public Figures, Social Volunteers, 
Society or even Youngsters. The writer also took 
several story from children, parents, or others who 
have to struggle in healing them selves as drug 
abuser, autism, dyslexia, cancer, etc. Those topics 
will be selected and compiled to be the students 
assessment materials that fit to their need.  

The figure also shown that the difference of 
average is 20 point between test 1 and test 2. Its 
quite a big percentage between the test with or 
without the use of social media. 

The design of assessment for writing class of 
English department students academic years 
2017/2018 adequate with the goal of KKNI based 
curriculum to improve the students’ independency in 
learning. The students  will be enjoy in working on 
their tasks that consist of social media which 
selected of current issues as the topic. Since it is the 
recent matter, they will understand the issues that 
have been discussed. They also have a chance to 
write their opinion about each topic. 

The achievement process in this research should 
be supported by team teaching, students, syllabus, 
stakeholders, method, material and the internet 
facilities. 

It can be assumed as the answers of the research 
questions; (1) Instagram is the most usage 
application for English department students of 
UNIMED, as the second research question; (2) the 
result shown the using of social media as the tasks 
for KKNI Based Curriculum has a significant 
improvement in students’ writing competences. 

Although social media can be used to ease the 
gap among the students, but it also has the weakness. 
The unlimited access of internet can be a disaster if 
the lecturer can’t be a smart facilitator to select the 
appropriate material. Further, it is still needed more 
discussion through research, workshop, or team 
teaching discussion to used social media as the 
assessment material to be a scaffolding to the 
development of educational system 

4 CONCLUSIONS 

Social media has been a world global issue these 
day. The use of social media has been transforming 
from its original purpose. Social media as FB, IG 
and WA no longer used as the social interaction 
purposes only but has became the materials in 
learning. 
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This study tried to investigate the kind of social 
media dominantly used by the students as their 
applications in working on the assessment. The other 
intention of this research is to know how is the 
implementation of social media as the assessment of 
the six tasks of KKNI based curriculum in writing 
class. 

Based on the instrument used to take the 
students’ perception on using social media as their 
assessment materials, writer made some conclusion; 
(1) the first data have shown that English is 
importance to study. 70% students thought that 
English should be mastered for the intention of 
working, social communication, developing the 
language skills and a tool to understand what going 
on around the world and become one of the part of 
the world communication, (2) They consider social 
meia as the an media which help them in improving 
their language skills, especially writing skill. 40 % 
of the students agree using social media like FB, IG 
and WA will develop their competences in learning 
English, (3) Their motivation on learning English is 
quite low since the materials used as the assessment 
in writing class is inappropriate and didn’t met the 
students’ need.  

Next result from the second data explain the 
students expectation in learning English  is 25% of 
the students prefer in the writing class is to have the 
assessment material based on the real situation that 
happen these days (authentic assessment) with the 
adequate assessment and colorful text. 

Further, the data from the third table indicates; 
(1) Students considered that the existing material 
was uninteresting to be read, since they have the 
difficulty of exploring their ideas in writing, (2) 
They also thought the content of the assessment 
materials were out of date and unsuitable to the 
students’ need in this era, (3) The students found 
some unfamiliar words which no longer used this 
day and the pictures were monotonous. 

At last the final data from the fourth table shows; 
(1) 90% of the students have familiar with the 
materials consist of social media text, (2) The most 
common used of social media was Instagram, and 
(3) The students agree that Instagram is the potential 
application used as the source of assessment 
material. 

We can conclude that the used of social media as 
the writing assessment material has a big impact to 
the achievement of implementation of KKNI based 
curriculum in UNIMED.  

Move over, the selected materials should be 
revised and controlled to avoid the misused of social 
media among the students. 
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Abstract: Inflation as measured by the Consumer Price Index (CPI) in Indonesia is grouped into seven expenditure 

groups consisting of: food products; processed food, beverages, cigarettes and tobacco; housing groups for 

water, electricity and fuel; clothing groups; health groups; education, recreation and sports groups; 

transportation, communication and financial services. Inflation that occurs can come from all expenditure 

groups. This research becomes important, so that the policy determination bias relates the prices of all 

expenditure groups. This study aims to identify; problems and causes, and the City of Medan inflation model. 

The method used is the VECM method, which utilized the assumptions test, such as stationary test, lag length 

test, stability test and cointegration test. The results of the study show that in the short term several variables 

do not significantly influence the current inflation rate. The causes of inflation are education, recreation and 

sports expenditure groups, whereas in the long term inflation contributors in the City of Medan are expenditure 

groups in the health sector. 

1 INTRODUCTION 

The indicator that is often used to measure the 
inflation rate is the Consumer Price Index (CPI). 
Alterations in CPI from time to time indicate the price 
movement of the package of goods and services 
consumed by the community. Since July 2008, the 
package of goods and services in the CPI hoop has 
been carried out on the basis of the 2007 Cost of 
Living Survey conducted by the Central Statistics 
Agency (BPS). Furthermore, BPS will monitor the 
development of prices of these goods and services on 
a monthly basis in several cities, in traditional and 
modern markets on several types of goods / services 
in each city. (BPS, 2018) 

Inflation as measured by CPI in Indonesia is 
grouped into 7 expenditure groups (based on the 
Classification of Individual Consumption by Purpose 
- COICOP), comprising the Foodstuff Group; 
Processed Food, Beverages and Tobacco Group; 
Housing Group; Clothing Group; Health Group; 
Education and Sports Group; and Transportation and 
Communication Groups. (BI, 2018). 

Inflation can be influenced by factors that come 
from the supply side (such as the occurrence of many 
requests but the offer of goods and services still low/ 
rare), or shocks (such as increases world oil prices 
and crop or flood disturbances). Of the weights in the 
CPI hoop, inflation weighted by surprise factors is 
represented by a volatile food group. administered 
prices (hence commodity prices are determined by the 
government) which cover approximately 40% of the 
CPI weight. Furlog in Astari (2015) states that price 
fluctuations in food commodities can be used as 
indicators of inflation because they have the ability to 
respond quickly to various economic shocks that 
occur, such as increased supply and demand blow. In 
Ikhsan 2010, if it were viewed based on aggregation, 
inflation rates for volatile food are always above core 
inflation and general inflation and move with high 
volatility.  

Several results of Bank Indonesia's studies stated 
that the contribution of volatile foods to inflation in 
Indonesia was significant and ranked second after 
core inflation. Therefore, it can be said that the high 
level of food inflation is a factor driving the high level 
of general inflation. In addition, persistent food 
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inflation has an impact on relatively high inflation in 
Indonesia (Ikhsan, 2010). Thus, the ability of Bank 
Indonesia to control inflation is very limited if there 
were very strong shocks as when there was an 
increase in fuel prices which caused a surge in 
inflation.(BI, 2018). Inflation in North Sumatra 
Province has a relatively low level of persistence. 
Low inflation persistence indicates that inflation 
requires a relatively fast time to return to its natural 
value after a shock. The inflation persistence of North 
Sumatra Province is affected by the shock that occurs 
in the components of administered prices and volatile 
foods. Commodity groups that contribute greatly to 
inflation persistence are health groups and food 
groups (Surya, 2013). 

Based on data from the 2012 survey Cost of 
Living (CLS) conducted by the Central Bureau of 
Statistics, Indonesia's population expenditure on food 
consumption reached 31 percent in 2014. With the 
number of poor people in Indonesia reaching 27.7 
million (10.96 percent) in 2014, hence the increase in 
prices on food commodities affects the welfare of all 
Indonesian population in general and the poor in 
particular. Empirical studies show that the poor at the 
national and regional levels are very sensitive and 
vulnerable to the increase in food inflation that has 
occurred in recent years (Pratikto & Ikhsan, 2015). 

Food inflation may come from the demand side if 
there is  an increase in household income that affects 
demand so that it can push up food prices. Since the 
price of food is relatively flexible, the increased 
movement of the price of food can be an indicator of 
increasing demand in general. If this is the problem, 
then the increase in food prices should be an early 
signal for the central bank to tighten monetary policy 
(Soskic, 2015). 

This classification of expenses based on COICOP 
can be used as an illustration of how the cost of living 
in the city of Medan. As one of the big cities in 
Indonesia, of course, it needs relatively more 
expensive costs than if you lived in the district. 
Medan as the provincial capital is the center of 
education, tourist destinations, trade, and the center 
of government so it is only natural that many people 
want to live in Medan. This condition induces an 
increase in the cost of living will be higher. Which 
expenditure groups from the seven groups that will 
give the largest contribution to inflation in the city of 
Medan? This discussion is important because it can 
serve as the basis of policy making in order of 
priority. 

2 LITERATURE REVIEW 

Generically, the theory of inflation can be categorized 
into three theory; the Quantity (Irving Fisher Theory), 
Keynes's Theory, and Structuralist Theory. Each 
highlights certain aspects of the inflation process and 
each is not a complete inflation theory that covers all 
the important aspects of this price increase process. 
There is no theory that really suits the condition of a 
country, so that policy making cannot only refer to 
one theory, but a mixture of several theories. 

Quantity Theory (Irving Fisher's Theory), This 
theory is a theory that is still very useful for analyzing 
the causes of the emergence of inflation in this 
modern era, especially in developing countries. This 
theory highlights the role in the process of inflation 
which is caused by two factors: the money supply and 
expectations. 

Keynesian theory, according to this theory, 
inflation occurs because people want to live beyond 
the limits of their economic capacity. Thus the public 
demand for goods exceeds the amount available. This 
happens because people know their desires and make 
those desires in the form of effective requests for 
goods. In other words, the community succeeded in 
obtaining additional funds beyond the limits of their 
economic capacity so that these groups of people 
could obtain goods that were larger than they should.  

The Structuralist Theory believes that inflation 
occurs due to an imbalance in the economy. 
According to Boediono (1998), this theory can be 
called the theory of long-term inflation, because 
inflation is associated with structural factors of the 
economy that can only change gradually and in the 
long run. Most structuralist theory analyzes reflect 
cases of inflation in developing countries. There are 
economic shocks originating from within the country, 
for example crop failure (due to external factors that 
are too fast for seasonal changes, natural disasters, 
etc.); or matters that are related to foreign relations, 
for example deteriorating  terms of trade, production 
rigidity, foreign debt, and foreign exchange rates, can 
cause price fluctuations in the domestic market. 
(Utari, et al, 2015). 

3 RESEARCH METHOD 

This study aims to determine interactional and 

dynamic responses between variables, so that the 

analytical method which is suitable to resolve the 

conducted research by using the Vector 

Autoregression (VAR) approach. VAR was first 

proposed by Christopher Sims (1980).  
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The stages of analysis to conduct analysis using 

VAR can be elaborated as follows. After carrying out 

all assumptions; such as stationary test, lag length 

test, data stability test, cointegration test, the next step 

is estimating the VAR Model. Vector Autoregression 

(VAR) is a method that treats all variables 

symmetrically without questioning the dependent and 

independent variables (Sims in Gujarati 2003: 848). 

Analysis of Vector Autoregression (VAR) in this 

study was used to analyze the impact of fluctuations 

in the consumer price index (CPI), which consists of 

several groups of expenditure, namely, food product; 

processed food, beverages, cigarettes and tobacco; 

housing, water, electricity, gas and fuel; clothing; 

health; education, recreation and sports; 

transportation, communication and financial services. 

From the variables used, the research model can be 

formed as follows: 
𝐿𝑛𝑌𝑡  =  𝐴 + 𝛽1 𝐿𝑛𝑋1𝑡−1 + 𝛽2 𝐿𝑛𝑋1𝑡 + 𝛽3𝐿𝑛𝑋2𝑡−1 +

𝛽4𝐿𝑛𝑋2𝑡 + 𝛽5𝐿𝑛𝑋3𝑡−1 + 𝛽6𝐿𝑛𝑋3𝑡 + 𝛽7𝐿𝑛𝑋4𝑡−1 𝛽8𝐿𝑛𝑋4𝑡 +
𝛽9𝐿𝑛𝑋5𝑡−1 +  𝛽10𝐿𝑛𝑋5𝑡 + 𝛽11𝐿𝑛𝑥6𝑡−1 + 𝛽12𝐿𝑛𝑥6𝑡 +

𝛽13𝐿𝑛𝑋7𝑡−1 + 𝛽14𝐿𝑛𝑋7𝑡 +  𝑒1𝑡 ……………………..1 

 

Where 
Ln Y     = Inflation at year t 

𝐿𝑛𝑋1𝑡  = 𝐶𝑃𝐼 𝑜𝑓 𝐹𝑜𝑜𝑑𝑠𝑡𝑢𝑓𝑓 𝐺𝑟𝑜𝑢𝑝 𝑎𝑡 𝑦𝑒𝑎𝑟 𝑡 

𝐿𝑛𝑋2𝑡 =   𝐶𝑃𝐼 𝑜𝑓 𝐶𝑜𝑚𝑝𝑒ℎ𝑒𝑛𝑠𝑖𝑣𝑒 𝐹𝑜𝑜𝑑, 𝐵𝑒𝑣𝑒𝑟𝑎𝑔𝑒𝑠, 𝐶𝑖𝑔𝑎𝑟𝑒𝑡𝑡𝑒𝑠 𝑎𝑛𝑑 𝑇𝑜𝑏𝑎𝑐𝑜 𝑦𝑒𝑎𝑟 𝑡             
𝐿𝑛𝑋3𝑡  = 𝐶𝑃𝐼 𝑜𝑓 𝐻𝑜𝑢𝑠𝑖𝑛𝑔, 𝑊𝑎𝑡𝑒𝑟, 𝐸𝑙𝑒𝑠𝑡𝑟𝑖𝑐𝑖𝑡𝑦, 𝐺𝑎𝑠 𝑎𝑛𝑑 𝐵𝐵𝑀 𝐺𝑟𝑜𝑢𝑝 𝑎𝑡 𝑦𝑒𝑎𝑟 𝑡 

 

𝐿𝑛𝑋4𝑡  = 𝐶𝑃𝐼 𝑜𝑓 𝐶𝑙𝑜𝑡ℎ𝑖𝑛𝑔 𝐺𝑟𝑜𝑢𝑝 𝑎𝑡 𝑦𝑒𝑎𝑟 𝑡t 

𝐿𝑛𝑋5𝑡  = 𝐶𝑃𝐼 𝑜𝑓 𝐻𝑒𝑎𝑙𝑡ℎ 𝐺𝑟𝑜𝑢𝑝 𝑎𝑡 𝑦𝑒𝑎𝑟 𝑡 

𝐿𝑛𝑋6𝑡  = 𝐶𝑃𝐼 𝑜𝑓 𝐸𝑑𝑢𝑐𝑎𝑡𝑖𝑜𝑛, 𝑟𝑒𝑐𝑟𝑒𝑎𝑡𝑖𝑜𝑛, 𝑆𝑝𝑜𝑟𝑡 𝐺𝑟𝑜𝑢𝑝 𝑎𝑡 𝑦𝑒𝑎𝑟 𝑡 

𝐿𝑛𝑋7𝑡  

= 𝐶𝑃𝐼 𝑜𝑓 𝑇𝑟𝑎𝑛𝑠𝑝𝑜𝑟𝑡𝑎𝑡𝑖𝑜𝑛, 𝐶𝑜𝑚𝑚𝑢𝑛𝑖𝑐𝑎𝑡𝑖𝑜𝑛, 𝑎𝑛𝑑 𝐹𝑖𝑛𝑎𝑛𝑐𝑖𝑎𝑙 𝑆𝑒𝑟𝑣𝑖𝑐𝑒𝑠 𝑎𝑡 𝑦𝑒𝑎𝑟 𝑡 

 

This Impulse response is one of the important 

analyses in the VAR model. Impulse response 

analysis is used to determine the response of 

endogenous variables in the VAR system to shock 

certain variables. The resulting response can be 

positive, negative and not responding. Positive 

response due to its position above the horizon line and 

in the same direction, negative response due to its 

position below the horizon line and opposite 

direction, while not responding is indicated by a 

graph where the response tends to be horizontal near 

the horizon line (Widarjono, 2007). Impulse response 

analysis is also used to analyze short, medium and 

long term to see the shock of one other variable and 

how long the influence occurs. Based on the research 

observation period for the short term, which is a 

period of one year (Q1 / 2005 to Q4 / 2005); medium 

term is a five-year period (Q1 / 2006 to Q4 / 2009); 

and the long term is a period of more than five years 

(Q1 / 2010 to Q4 / 2017). 

Test Variance Decomposition (VD), Analysis of 

Variance Decomposition (VD) illustrates the relative 

importance of each variable in the VAR system for 

their shock.  Variance decomposition in VAR aims to 

analyze how much the contribution of a variable to 

another variable. The VD equation can be derived 

with the following illustration: 

𝐸𝑡𝑋𝑡+1 = 𝐴0 + 𝐴1𝑋1………………………….....2 

The values A_0 and A_1 are used to estimate the 
future value of X_ (t + 1) 

𝐸𝑡𝑋𝑡+1 = 𝐸1+𝑛 + 𝐴1
2𝑒𝑡+𝑛−2 +  … … … … + 𝐴1

𝑛−1𝑒𝑡+1 
……………….3  

This means that the value of VD is always 100 
percent, the value of VD is higher explaining the 
contribution of variants of one variable transmit to 
other transmit variables higher. 
 

4 RESULTS AND DISCUSSIONS 

From the results of stationary data testing for all 

variables studied, it can be seen that LnX2 and LNY 

data are stationary at level 1 (level), while other data 

are stationary at the level of first different, namely; 

LnX2, LnX3, LnX4, LnX5, LnX6, where the ADF-

test value is greater than the critical level of 

confidence (1%, 5%, 10%).  

This optimal lag length test is very useful to 

eliminate autocorrelation problems (correlation 

between period t interrupts with t-1 errors sorted by 

time) in the VAR system. Based on the provisions, 

the use of optimal lag is three. 

Before entering the further analysis stage, the 

estimation equation VAR system which has been 

formed to be tested is stability.Based on the stability 

test results (the VAR model) shows  that the modulus 

of the entire root unit <1 and is based on image 

inverse characteristic roots of AR polynomial it can 

be seen  that all the root (illustrated by a dot) is in a 

circle so it can be concluded that the model 

specifications are stable. It can be concluded that the 

estimated VAR that will be used for IRF and VD 

analysis is stable and valid.  

Furthermore, the cointegration test will be carried 

out using the Johansen method According to the table 

Johansen cointegration test method is known that 

there are four cointegrated equations because it has 

trace values which are statistically greater than the 

critical Johansen value 5%. It can be concluded that 

the data is cointegrated or that there is a long-term 

relationship between research variables. The 

cointegration test results indicate that between LnY, 

LnX1, LnX2, LnX3, LnX4, LnX5, LnX6, LnX7 
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movements have long-term stability and balance and 

similar movements. In other words, in each short-

term period, all variables tend to adjust to each other, 

to achieve long-term equilibrium. Because 

cointegration occurs, the VAR in difference 

estimation cannot be done, otherwise this research 

will use VECM estimation. 

 

Vector Error Correction Model (VECM)   

After doing several previous tests, it was found that 

the data was stationary at the 1st level difference and 

cointegration occurred, then the next step was to form 

a VECM model. VECM shows short-term and long-

term relationships. In the short term, the variables in 

the study will tend to adapt to other variables to form 

long-term equilibrium. The following are the results 

of estimation of VECM lag 2 based on the LR, FPE, 

AIC and HQ criteria in determining the optimal lag: 

 

Table 1: VECM Estimation of Short-Term and Long-

Term INF 

 
Source: EViews 10 (Processed) 

 

Results of VECM estimation with Lag-2 Tabel 1.1 

for observation periods 2001: 1-2016: 4 , the VECM 

model for food, beverages, cigarettes and tobacco; 

housing, water, electricity, gas and fuel; clothing, 

health, education, recreation and sports and 

transportation, communication and financial services 

groups. 

 

Short-term inflation model for The City of Medan   

D (LNY) = 9.63E-05 - 0.695871 D (LNY (-1))  - 

0.115520 D (LNY (-2))  - 5.927109D (LNX1 (-1))  - 

1.444943 D (LNX1 (-2)) - 0.556895 D (LNX2 (-1)) - 

0.501613 D (LNX2 (-2)) - 6,868431 D (LNX3 (-1)) + 

2,695250 D (LNX3 (-2)) + 2,024738 D (LNX4 (-1)) 

+ 0.299194 D (LNX4 (-2)) +2.759121 D (LN5 (-1)) 

+ 3.730908 D (LNX5 (-2)) + 10.93786 D (LNX6 (-

1)) - 0.820468 D (LNX6 (-2)) + 2.716297 D (LNX7 

(-1)) - 1.738036 D (LNX7 (-2)) + 0.065036 ECT. 

While the long-term  model for The City of 

Medan Inflation Model, can be describes as follows:  

LNINF = 182.8673 + 1.000000 LNY (-1) - 22.46052 

LNX1 (-1) + 8.277676 LNX2 (-1) + 14.69413  LNX3 

(-1) + 33.51176 LNX4 (-1 ) -79.37459  LNX5 (-1) + 

1.382401 LNX6 (-1) + 4.824958 LNX7 (-1) 

 

The Largest Causes and Contributors of Inflation 

in the short term in The City of Medan  

Based on the results presented in Table 1.1 it is known 

that in the short term (in 2001: 1 - 2001: 4) most 

expenditure groups did not have a significant effect 

on the inflation rate at the 5% level, meanwhile, in the 

long term (most expenditure groups had a significant 

effect on the inflation rate in the field cities such as 

processed food, beverages, cigarettes and tobacco; 

housing, water, electricity, gas and fuel oil; clothing, 

and health, while the education, recreation and sports 

and transportation, communication and financial 

services has no significant effect on inflation in the 

city of Medan. 

In the short term (period of one year) is a very 

reasonable matter: the increase or decrease in prices 

of the expenditure group does not have a significant 

effect on the inflation rate in the city of Medan. This 

condition occurs because every process in the 

economy requires time (time lag) to show its 

influence on economic conditions. 

In the short term, each expenditure group has a 

different influence on inflation, either from the 

direction of influence or from the magnitude of its 

influence. From the results of the Vector Error 

Correction Model (VECM) estimation, it was found 

that the biggest contributors to inflation were Ln X6 

expenditure groups, notably education, recreation and 

sports expenditure groups. Changes in the lifestyle of 

the people become more hedonistic (luxurious style), 

meaning that people see education not just learning 

subjects, but extracurricular school facilities and 

activities are also a consideration when parents want 

to choose school. The growing number of schools 

with various extracurricular activities and facilities, 

as evidence of the increasing number of community 

requests for schools. Informal activities as a support 

for the learning process at school are also growing, 

and are in great demand by the community, such as 

courses such as tutoring, developing sports courses, 
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art courses and developing children's talents and 

personalities. This is a household expenditure post 

which also costs quite tremendous. Interest and 

change in people's tastes, resulting in large 

expenditure items.  

Likewise, with recreation that has become a 

necessity amid increasingly busy community 

activities, from the cheapest suburban recreation to 

the city center at an expensive cost, all become the 

target of the community, especially on weekends and 

holidays. Recreation are not just for the upper middle 

class, but also for the lower class, which has followed 

the lifestyle of the city. 

Increasing public awareness of healthy living, 

resulting in sports activities, is also increasingly in 

demand. Throughout  the age of children, adolescents 

and parents, consider exercise absolutely essential. 

This condition has caused businesses in the field of 

sports to also develop. Community interest in sports, 

resulting in people not reluctant to spend a certain 

amount of money to be able to follow it. 

 

The Largest Causes and Contributors of Inflation 

in the Long-term in The City of Medan  

From the estimation results of VECM, in the long-

term expenditure group which is a contributor to 

inflation in the city of Medan is an expenditure group 

in the health sector. The more advanced a region, the 

level of health awareness is increasing. 

The large number of subsidies provided by the 

government, such as BPJS which provide cheap 

services to all levels of society, has resulted in an 

increase in public health. Generic drug services also 

help alleviate public health expenditures. 

Government hospital services like Adam Malik and 

Pringadi Hospital are getting better, with more 

complete facilities that can meet the needs of the 

community so that the level of health is likewise 

increasing. 

 

 

5 CONCLUSIONS 

 
1. The problem of inflation in Medan City is caused 

by several expenditure groups. The food 

expenditure group turned out to be not the 

biggest contributor to inflation in Medan City. 

Scarcity of goods and weather factors are still a 

major problem for retail traders so that the 

buying price of traders becomes expensive. 

2. The main causes of inflation in the short term are 

education expenditure groups, because those that 

include education costs are not only school 

tuition fees, but supporting facilities, 

increasingly extracurricular activities, and are 

quite expensive. 

 

3. The main causes of inflation in the long term are 

in the fields of health, recreation and sports. The 

shift in people's tastes, a hedonic lifestyle and 

luxury, make recreation a necessity. The level of 

awareness of healthy lifestyles is also increasing, 

so that sports facilities, public open parks, sports 

facilities are growing. 

4. Some expenditure group variables have no 

significant effect on the occurrence of inflation 

in the short term. This happens naturally, because 

economic symptoms including price increases 

require time to show their influence. Conversely, 

the seven expenditure groups have a significant 

effect on the long term. 

 
 

REFERENCES 

Bernanke, B.S., & Mihov, I. (1998). Measuring Monetary 

Policy. The Quarterly Journal of Economics, 113 (3), 

869–902. DOI: 

https://doi.org/10.1162/003355398555775 

Boediono. (1998). Monetary Economics. Yogyakarta: 

BPFE. 

Dharma S. (2014).  Analysis of the role of the regional 

inflation monitoring and control team (TPID) on 

inflation control in the province of North Sumatra, 

Journal of Economics and Finance Vol. 

Fitrawaty, (2016). Analysis of Instrument Interdepency of 

Monetary Policy through Indonesia's Indonesia's 

Economic Growth, Proceedings of AISTEEL, The 

First Annual International Seminar, on 

Transformative Education and Educational 

Leadership, State University of Medan, Indonesia. 

Fitrawaty, (2017). Analysis of Shock Inflation through 

Indonesia's Economic Growth, Proceedings, 

International Conference on Global Education V, 

Ekasakti University, Padang - Indonesia, Universiti 

Kebangsaan Malaysia, Bangi-Malaysia. 

Fitrawaty, 2017, The Analysis of Instrument 

Interdependency of Monetary Policy through the 

Indonesian of Unemployment, Proceeding UNICEB, 

Unimed International Conference on Economics of 

Business 2017, State University of Medan, Indonesia. 

Furlong, F, & Ingenito, R. (1996). Commodity Prices and 

Inflation. Federal Reserve Bank of San Francisco 

(FRBSF) Economic Review, 2, 27-4 

Analysis of the Effect of Consumer Price Fluctuations on Inflation in the City of Medan

69



 

Ikhsan, M. (2010). Macro Economic Policy Specifically in 

Price Stabilization and Poverty Reduction. Speech 

inauguration of Professor of Economics, Faculty of 

Economics, University of Indonesia.  

Lee, H., & Park, C. (2013). Asian Development Bank 

Economics Working Paper Series No.363. 

Pratikto, R. & Ikhsan, M. (2015). Inflation and Poverty: 

Implications for Monetary Policy. Presented at the 

Indonesian Economic Development Academic 

Seminar (SAPEI) 2015.  

Soskic, d., (2015). Impact of Food Prices Inflation: Case of 

Serbia., Economics of Agriculture., UDC: 

338,516.49: 336.748.12: 338.439.4 ( 497.11) 1/2015. 

Utari.gad, Cristina.rs, Pambudi. S, (2015), Inflation in 

Indonesia: Its Characteristics and Control, 

Nationality Series No. 23. 

 

UNICEES 2018 - 1st Unimed International Conference on Economics Education and Social Science

70



Analyze the Effect of General Allocation Funds, Revenue Sharing 
Funds and Regional Original Income to Regional District 

Expenditure in North Sumatera Province 
 

A. Mahendra 
Universitas Katolik Santo Thomas Sumatera Utara, Indonesia 

mahendraroshan7@gmail.com 

Keywords: General Alocation Funds, Revenue Sharing Funds, Regional Original Income, Regional District 
Expenditure 

Abstract: This research is intended to know the influence of the General Alocation Funds, Revenue–Sharing Fund, 
and regional original income to Regional District Expenditure and to detect the possibility of flypaper effect 
occurrences at Local Expenditure in Sumatera Utara Province. Population in this research is the regency/city 
in Sumatera Utara Province, and 33 of them were selected to be the samples for this research through 
purposive sampling technique. Estimates conducted by the multiple regression analysis. The data that were 
used in this study were secondary data, consisted of General Alocation Funds, Revenue–Sharing Fund, 
Regional Original Income, and Local Expenditure for the year 2011-2015. The results of this research, that 
General Alocation Funds, Revenue Sharing Funds and Regional Original Income simultaneously Receipt 
have a positive relationships to the Regional District Expenditure. 

1 INTRODUCTION 

Intergovernmental transfers are a common 
phenomenon that occurs in all countries in the world 
apart from the system of government and has even 
become the most prominent feature of financial 
relations between central and regional governments. 
The main purpose of the transfer implementation is 
to internalize fiscal externalities that arise across 
regions, improve taxation systems, correct fiscal 
inefficiencies, and fiscal distribution between 
regions (in Kuncoro, 2007: 2). 

According to Brojonegoro and Vazquez (2005: 
159): Balancing funds are regional funding sourced 
from the APBN consisting of Revenue Sharing 
Funds (DBH), General Allocation Funds (DAU), 
and Special Allocation Funds (DAK). In general, 
Revenue Sharing Funds (DBH) and General 
Allocation Funds (DAU) are classified into 
unconditional transfers or commonly referred to as 
unconditional transfers, while Special Allocation 
Funds (DAK) are classified as conditional transfers 
or commonly referred to as conditional transfers. 

 

Basically, the transfer of central government to 
regional government can be distinguished on 
revenue sharing (revenue sharing) and assistance 
(grants). A lot of literature on economics and public 
finance explains a number of reasons why transfers 
from the central government to local governments 
are needed. There are at least five reasons that 
support the transfer from the center to the regions. 
These five reasons, according to Mulyana et. al. 
(2006: 32), namely maintaining or guaranteeing the 
achievement of minimum standards of public service 
throughout the country, besides the goal of the 
transfer is to reduce the horizontal financial gap 
between regions, reduce the central-regional vertical 
gap, overcome the problem of the effect of inter-
regional public services, and to create stabilization 
of economic activities in the area. The dominant role 
of transfers relative to local revenue in financing 
regional government spending actually does not 
provide good guidance for the government on the 
transfer flow itself. Transfer allocations in 
developing countries are generally more based on 
the aspect of spending but less attention to local tax 
collection capabilities. As a result, from year to year 
local governments always demand greater transfers 
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from the center, rather than maximally exploring 
local taxes. This situation is also found in the case of 
district and city regional governments in Indonesia 
(Mulyana, 2006). 

According to observers of regional autonomy, 
Mardiasmo (2002), new regions tend to rely on 
general allocation funds (DAU) and special 
allocation funds (DAK) from central government 
transfers without optimal efforts to find sources of 
local revenue (PAD). This condition reflects the lack 
of autonomy of an autonomous region. Even worse, 
it has not been proven to be independent, new 
proposals for new expansion have emerged. 

The achievement of autonomous autonomy is a 
great hope from the regional government to develop 
the region based on their own capabilities and 
initiations. However, the fact is that from year to 
year that expectation is felt further away from 
reality. Facts that often occur at this time, the 
regions are too dependent on general allocation 
funds to finance their regional expenditure, without 
trying 

Therefore, the demand to change the spending 
structure becomes stronger, especially in regions that 
experience low fiscal capacity (Halim, 2004). 
Regions with low fiscal capacity tend to experience 
strong fiscal pressure. This low capacity indicates a 
low level of regional independence. Regions are 
required to optimize the potential income they have 
and one of them is by giving a greater portion of 
regional expenditure to the sector 

The change in expenditure allocation is also 
intended for the construction of various capital 
facilities. The government needs to facilitate various 
economic improvement activities, one of them is by 
opening investment opportunities. Infrastructure 
development and the provision of various facilities 
are carried out to increase the attractiveness of this 
investment (Supardi, 2008). 

Efforts to improve the quality of public services, 
the Regional Government is obliged to allocate 
funds in the form of budget in the APBD to add 
fixed assets. This regional expenditure allocation is 
based on regional needs for facilities and 
infrastructure, both for the smooth implementation 
of government duties and for public facilities. So far 
regional spending has been used more for routine 
spending which is relatively less productive. Saragih 
(2003) states that the use of spending should be 
allocated for productive matters, for example to 
carry out development activities and government 
revenues should be more for public service 
programs. This opinion implies the importance of 
allocating expenditure for various public interests. 

The facts above generally show that the fiscal 
behavior of local governments in responding to 
transfers from the central government is a major 

concern in supporting the effectiveness of transfers. 
Empirical evidence regarding local government 
responses to transfers and own income (taxes) has 
been widely discussed by several researchers, such 
as Kuncoro (2007) who examined the financial 
performance of local governments in Indonesia, the 
results showed that any increase in transfer 
allocations was followed by higher spending growth. 
This implies that the dependence of regional 
governments on transfers from the center will 
increase. Research conducted by Panggabean 
(2014), the results of the analysis are not different.  

That is, when regional revenues come from 
transfers, the stimulus for the resulting expenditure 
is different from the stimulus that arises from 
regional revenues. When local governments respond 
(spend) more by using transfer funds rather than 
using their own abilities (income). 

2 THEORICAL FRAMEWORK 

1. Regional Expenditures 
Based on Law Number 32 of 2004 Article 1 
Paragraph 16, regional expenditure is all regional 
obligations that are recognized as a deduction of net 
worth in the period of the relevant fiscal year. The 
main regional financing sources in the framework of 
implementing fiscal decentralization consist of local 
revenues, balance funds, and regional loans. The 
financial relationship between the central and 
regional governments is principally more about the 
issue of power sharing. Especially the right to make 
decisions about the budget, namely how to obtain 
and spend it. Regional shopping is used in the 
framework of implementing government affairs that 
are the authority of the province or district / city, 
which consists of compulsory and optional matters 
that are determined by statutory provisions. 
 
2. General Allocation Funds 
General Allocation Funds - hereinafter referred to as 
DAU are funds sourced from APBN revenues 
allocated with the aim of equal distribution of 
financial capacity between regions to fund regional 
needs in the context of implementing 
decentralization (Law Number 33 of 2004, Article 1 
paragraph 21). The total amount of DAU is set at 
least 26 percent of the domestic net income 
stipulated in the APBN. DAU is also intended to 
close the fiscal gap between regions in order to 
realize the independence of regional governments in 
carrying out their functions and duties in serving the 
community (Panggabean, 2014: 13 ) 
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3. Revenue Sharing Funds 
Revenue Sharing Funds hereinafter abbreviated as 
DBH are funds sourced from the APBN allocated to 
regions based on certain percentage figures 
according to the realization of tax and non-tax 
revenues (natural resources), in order to fund 
regional needs in the context of implementing 
decentralization. The main purpose of DBH transfers 
is intended to reduce vertical imbalance between the 
central government and regional governments. DBH 
is a strategic balancing fund for regions that have 
central sources of revenue in their regions, including 
central tax revenues and revenues from natural 
resources. The regional portion of the tax and natural 
resources has been determined based on a certain 
percentage (Masdjojo and Sukartono, 2009: 37). 
 
4. Regional Original Revenue (PAD) 
Regional governments in financing their 
expenditures, in addition to using transfers from the 
central government, also use their own funding 
sources, namely Regional Original Revenue. 
According to Law No. 33 of 2004, Regional 
Original Revenue - hereinafter abbreviated as PAD, 
is regional income derived from the results of local 
taxes, the results of regional retribution, the results 
of the separated management of regional assets, and 
other legitimate PAD intended to provide flexibility 
to the regions in order implementation of regional 
autonomy as a manifestation of decentralization. 
 
5. Thinking Framework The frame of mind is 

as follows 
 
6. Hypothesis 
The hypothesis is a temporary answer to the problem 
that has been formulated. From the explanation of 
the theory and the formulation of the problem above, 
the Hypothesis is formulated as follows: 
General Allocation Funds, Profit Sharing Funds, and 
Regional Original Revenues affect Regional 
Expenditures in North Sumatra. 

3 RESEARCH METHOD 

1. Population and Sample 
According to Arikunto (2010) that the population is 
all objects to be studied. The population in this study 
are General Allocation Funds, Revenue Sharing 
Funds, Regional Revenues and Regional 
Expenditures in North Sumatra. The sample in the 
study were data on General Allocation Funds, 
Revenue Sharing Funds, Regional Original 
Revenues and Unemployment and Regional 

Expenditures in North Sumatra from the period of 
2011 to 2015. 
2. Operationalization of Variables 
The variables used in this study are as follows: 
a. Regional Expenditures are all regional 

expenditures whose benefits exceed one fiscal 
year and will increase regional assets or wealth. 

b. General Allocation Fund is the total transfer of 
funds from the central government which is 
given to the regional government. 

c. Revenue Sharing Fund is the transfer of funds 
from the central government to the regional 
government in the form of revenue sharing 
funds derived from taxes and non-taxes.  

d. Regional Original Revenue is the total 
realization of regional revenues originating 
from and other legitimate local revenue.  

3. Data Analysis Techniques  
The data analysis technique used in this study is to 
use the Multiple Regression Analysis Model. 
Multiple linear regression analysis aims to test 
hypotheses about the strength of independent 
variables on the dependent variable with the 
following model:    
 
Where :  

Y: Regional Expenditures (in rupiah)   
  : Intercept   

321   : Regression coefficient  

X1: General Allocation Funds (in rupiah)  
X2: Profit Sharing Funds (in rupiah)  
X3: Regional Original Income (in rupiah)   
  : Term of Error. 

4 ANALYSIS 

Table 1: Regression Results 

Coefficientsa 

Model 

Unstandardized 
Coefficients 

Standar
dized 
Coeffic
ients 

t Sig. B 
Std. 
Error Beta 

1 (Cons
tant) 

-
976516
1.408 

441103
0.579 

 
-
2.21
4 

.270 

X1 
1.555 .329 .815 

4.72
9 

.133 

X2 
7.140 2.830 .099 

2.52
3 

.240 

X3 .900 1.133 .140 .795 .572 
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a. Dependent Variable: Y 

From the regression results above, the estimation 
model can be formed as follows: 
Y = -9765161,408 + 1,555 X1 + 7,140 X2 + 0,900 
X3 
 
Model Interpretation 
Based on the estimation model above, it can be 
explained the influence of independent variables, 
namely the value of general allocation fund (X1), 
profit sharing fund (X2), regional original income 
(X3) on regional expenditure in North Sumatra as 
follows: 
 
1. General Allocation Fund 
General Allocation Funds turned out to have a 
positive effect on regional spending in North 
Sumatra. This is indicated by the regression 
coefficient X1, which is equal to 1.555. This means 
that for every 1% increase in general allocation 
funds, regional expenditure will increase by 1.555% 
(ceteris paribus). 
 
2. Profit Sharing Funds 
Revenue Sharing Funds have a positive effect on 
regional spending in North Sumatra. This is 
indicated by the regression coefficient X2, which is 
equal to 7.140. That is, every 1% increase in profit 
sharing funds will increase regional expenditure by 
7.140% (ceteris paribus). 
3. Regional Original Income 
Regional Original Revenue turns out to have a 
positive effect on regional spending in North 
Sumatra. This is indicated by the X3 regression 
coefficient value of 0.900. This means that for every 
1% increase in regional revenue, regional 
expenditure will increase by 0.900% (ceteris 
paribus). 
 
Testing Individual Regression Coefficients (Statistic 
T Test) 
1. General Allocation Fund 
For general allocation fund variables obtained t-
count value of 4.729 with a probability value 
(significance) of 0.133. Thus Ho is accepted, 
because the probability value is greater than the 
value of 0.05 (0.133> 0.05) and t-count <t-table 
(4.729 <12.706). This means that it can be 
concluded that the general allocation fund variable 
does not have a significant (significant) effect on 
regional expenditure variables in North Sumatra by 
testing at a 95% confidence level (= 5%). 
2. Profit Sharing Funds 

For the profit sharing fund variable, the t-count 
value is 2.523 with a probability value (significance) 
of 0.240. Thus Ho is accepted, because the 
probability value is greater than the value of 0.05 
(0.240> 0.05) and t-count <t-table (2.523 <12.706). 
It means that it can be concluded that the profit 
sharing fund variable does not have a significant 
(significant) effect on regional expenditure variables 
in North Sumatra by testing at a 95% confidence 
level (= 5%). 
 
3. Regional Original Income 
For the region's original income variable, the t-count 
value was 0.795 with a probability value 
(significance) of 0.572. Thus Ho is accepted, 
because the probability value is greater than the 
value of 0.05 (0.572> 0.05) and t-count <t-table 
(0.795 <12.706). It means that it can be concluded 
that the variables of local revenue have no 
significant (significant) effect on the variable 
regional expenditure in North Sumatra by testing at 
a 95% confidence level (= 5%). 
 
Testing the Regression Coefficients Simultaneously 
(Statistic F Test) To prove the R-square value above, 
testing is done using the F test. The hypothesis is as 
follows: 
H0 :  1 =  2 = 0 

Ha :  1    2   0 

That is, based on available data, it will be tested 
against 1 and 2 together, whether equal to zero, 
which means that there is no significant effect on the 
dependent variable, or not equal to zero, which 
means having a significant influence on the 
dependent variable. 

Table 2: Test Anova 
ANOVAa 

Model 
Sum of 
Squares df 

Mean 
Square F Sig. 

1 Regr
essio
n 

132741
179171
610.730 

3 

44247
05972
3870.2
40 

281.86
1 

.044b 

Resi
dual 

156981
575020.
085 

1 
15698
15750
20.085 

  

Tota
l 

132898
160746
630.810 

4    

a. Dependent Variable: Y 
b. Predictors: (Constant), X3, X2, X1 

Based on the output of the SPSS program, the F-
calculated value is 281.861 with a probability value 
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(significance) of 0.044. Thus Ha is accepted, 
because the F-count> F-table (281,861> 215,707) 
and the probability value (significance) is greater 
than the value 0,05 (0,044 <0,05). It means that it 
can be concluded that the variable X1 (general 
allocation fund), variable X2 (profit sharing fund) 
and variable X3 (regional original income) have a 
significant (significant) effect on regional 
expenditure (Y) at a 95% confidence level (= 5%). 
 

Table 3: Coefficient Determination 

Model Summary 

M
odel R

R
 Square 

Adj
usted R 
Square 

Std. 
Error of the
Estimate 

1 .
999a 

.
999 

.99
5 

3962
09.004 

a. Predictors: (Constant), X3, X2, X1 

Spss program output results, it can be seen that the 
R-square value is equal to 0.999, which means that 
the variable X1 (general allocation fund), X2 
(revenue sharing), X3 (local revenue) are jointly 
able to provide an explanation of variations in 
regional spending in Sumatra North is 99.9% while 
the remaining 0.01% is explained by new variables 
that are not included in the model estimation. 

5 CONCLUSIONS 

Based on the results of research on the effect of 
general allocation funds, funds for revenue sharing 
and local revenues on regional expenditure in North 
Sumatra, the following conclusions can be drawn: 
(1). From the results of the F test, it was concluded 
that the general allocation fund, revenue sharing and 
local revenue during the period 2011 to 2015 had a 
significant effect simultaneously on regional 
spending in North Sumatra at a 5% significance 
level. Thus the research hypothesis is accepted. (2). 
Based on a partial test (t test), general allocation 
fund variables, revenue sharing and local revenues 
did not significantly affect the variable expenditure 
in North Sumatra by testing at a 95% confidence 
level (= 5%), (3). The coefficient of determination 
(R) is 0.999, which means that the variable X1 
(general allocation fund), X2 (profit sharing), X3 
(local revenue) are jointly able to explain 99 
variations in regional spending in North Sumatra. 
9% while the remaining 0.01% is explained by new 
variables that are not included in the model 
estimation. 
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Abstract: This study aims to determine the effect of the SAVI learning model using powtoon animation media on the 
learning outcomes of students of SMKN 7 Medan Academic Year 2018-2019. sample was taken by 
purposive sampling, so that the class XI-PM1 was chosen as the experimental class with the number of 
students 34 people taught with the SAVI learning model using powtoon animation media and XI-PM2 class 
as the control class with 34 students taught with the learning model conventional.The results showed that 
the learning outcomes taught by the SAVI learning model using powtoon animation media were higher than 
students' learning outcomes taught by conventional methods. Statistical test results show student learning 
outcomes with SAVI learning model using powtoon animation media is a pre-test of 45.58, Standard 
Deviation = 18.65 and post-test is 78.97, Standard Deviation = 12.41, while student learning outcomes using 
conventional methods are pre-test for 46.76, Standard Deviation = 16.46 and post-test at 65.88, Standard 
Deviation = 10.69. The results of testing the hypothesis obtained by t_ (count)> t table is 6.48> 1.668 at 
95% significance level and α = 0.05Based on the results of the analysis and statistical test data and 
discussion, it can be concluded that there is a positive and significant instructor of the SAVI learning model 
using powtoon animation media on the results of learning the merchandise structuring of students of Medan 
7 SMKN Academic Year 2018-2019. 

1 INTRODUCTION 

The development and rapid growth in various 
aspects of life requires the availability of human 
resources with knowledge and skills so as to support 
the development and growth itself. Superior human 
resources will lead a nation to be developed and able 
to compete globally. Education is an important tool 
in preparing human resources to be able to face the 
era of globalization and industrialization. Through 
education, quality human resources can be produced 
that can realize national development and be able to 
compete against the challenges of advancing the 
times. 

One of the goals of education is to help students 
develop their potential to become members of the 
community who have academic or professional 
abilities that can apply and develop science and 
technology. Law No. 20 of 2003 concerning the 
national education system states, 

National education serves to develop the ability 
and shape the character and civilization of the 
nation's dignity in order mencerdasakan life of the 
nation, is aimed at developing students' potentials in 
order to become a man of faith and fear of God 
Almighty, noble, healthy, knowledgeable, skilled, 
creative, independent and become a democratic and 
responsible citizen. 

The purpose of education can be achieved if the 
education process has been well systemized. One 
important part of the educational process that can 
support the achievement of educational goals is the 
learning process. A quality learning process will also 
produce quality education graduates. Factors that 
influence the learning process include teachers and 
students. In the learning process the teacher and 
students make reciprocal relationships that are 
educational in order to achieve the learning 
objectives. The reciprocal relationship requires 
students to be more active while the teacher acts as a 
mentor, manager and facilitator in the learning 
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process. Thus the teachers are required to present 
learning materials, prepare a variety of media, as 
well as using a learning approach that enables the 
creation of an atmosphere of active learning, 
interesting, fun and motivating students to learn and 
conduct a proper evaluation in order to improve 
education. 

But the reality in the field is different, learning 
activities that should be active, interesting, creativity 
and bright ideas are less visible. The learning 
process is still centered on the teacher (Teacher 
Centered) that the learning activities are dominated 
by teachers, presentation of the material is still often 
done with the lecture method, and students are still 
low engagement in learning activities. Where the 
mind of a child is considered a blank white paper 
that is clean and ready to wait for the graffiti of his 
teacher. In other words, children are considered 
empty bottles that are ready to be filled with all 
knowledge by their teachers. 

This can be seen from the average score of 
students' replication in the subject of marketing class 
XI merchandise structuring (PM). In accordance 
with the KKM that has been established in schools if 
student learning outcomes <70 then students do not 
meet the KKM. Students who complete 41 and those 
who do not complete 56 students 

Many factors influence student learning 
outcomes, including those that can come from 
within students (internal factors) and from outside 
students (external factors). According to Slameto 
(2013: 54) one of these factors is the teaching 
method used by the teacher as one of the external 
factors that influence student learning so that student 
learning outcomes are not low.Of the many 
difficulties and obstacles faced by students of 
SMKN 7 Medan Class XI Marketing in mastering 
learning and researchers assume based problems that 
occur, it takes effort to improve student learning 
outcomes with a better learning design, thus the 
teacher is required to choose a model or learning 
media that suits the character and needs of students. 
Rusman (2012: 133) argues that learning models can 
be used as a choice pattern, meaning that teachers 
may choose an appropriate and efficient learning 
model to achieve educational goals. 

2 THEORICAL FRAMEWORK 

Learning Model 
To overcome various problems in the 
implementation of learning, of course we need 
models that are considered able to overcome the 
difficulties of teaching teachers and also the 
difficulties of students . Through the teaching model, 

the teacher has the task of stimulating and improving 
the course of the learning process. The learning 
model and process will explain the meaning of 
activities carried out by educators and students 
during the teaching and learning process and 
students can respond more quickly to the material 
provided. 

Istarani (2012: 1) states "The learning model is a 
whole series of presentation of teaching materials 
that cover all aspects before the medium and after 
learning conducted by the teacher and all related 
facilities used directly or indirectly in the teaching 
and learning process".Istarani and Pulungan (2015: 
271) stated "The learning model is a plan or pattern 
that we can use to design face to face class or study 
outside the classroom and to arrange learning 
material". Lubis (2015: 20) said "The learning model 
is the whole design or design of the delivery of 
learning material covering all aspects and facilities 
used in the teaching and learning process". 

This study tries to overcome learning problems 
with SAVI learning models (Somatic, Auditory, 
Visual, and Intellectual). Is a learning model that 
focuses on the active use of sensory devices both 
body activity, listening activities, viewing activities, 
and active activities in the brain that can provide 
learning experiences for students. SAVI learning 
consists of 4 characteristics, namely: Somatic 
(learning by doing and moving); Auditory (learning 
by speaking and listening); Visual (learning by 
observing and drawing) Intellectual (learning by 
solving problems and thinking). This means that 
students in the classroom do not just sit quietly 
listening to explanations that are dominated by the 
teacher, but also active during the learning process. 

In addition to the right learning model, media is 
also needed that supports the SAVI learning model 
to attract students' attention and make students more 
active so they do not feel bored. Media is one of the 
learning resources in learning activities that can 
deliver the material on target, including one of them 
is an animation made with powtoon animation 
software. This media was chosen because according 
to the character of students who will pay attention to 
something that they consider new and can attract 
attention can also be used in understanding learning 
material more easily. Hamdani (2011: 244) states 
that "In addition to generating motivation and 
interest in students, learning media can also help 
students improve understanding, present data with 
interesting and reliable, easy to interpret data and 
condense information". The following picture is a 
postoon animation that will be used in research. 
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Figure 1: Display of Powtoon Animation 

3 RESEARCH METHOD 

This research was carried out at Medan 7 Vocational 
High School which is located at Jl. STM No.12 E, 
Sitirejo II, Medan Amplas, Medan City. The 
research is carried out in the event of the 2018/2019 
Academic Year semester.The population in this 
study were all students of Class XI Marketing at 
SMK 7 Medan and in 201/2019 Academic Year 
which amounted to 100 out of 3 classes. While the 
sample was taken by purposive sampling totaling 68 
students. The instrument used to collect data is a 
multiple choice test. 

Before this research was conducted, the 
researchers first tested the tests in the form of 
validity test, reliability test, different test power and 
the level of difficulty of the test. The questions were 
found to be valid 20 questions and 5 questions were 
declared invalid and invalid. The questions were 
considered to be null or discarded. 

4 ANALYSIS 

Homogeneity test is done to find out whether the 
sample comes from the same or homogeneous 
variance. Homogeneity test using the formula: 
  

variancel  smallest

variance Biges 
testF

 
 
From the results of the homogeneity test for the pre-
test value contained in Appendix 12, the following 
data are obtained: 

 
Table 1: Homogenitas Value Pre-Test dan Post-Test 

Value Varians 

Max 

Varians 

Min 

Fcount Ftable Descriptio

n 

Pre-

test 

Value

3485,12 271,03 1,28 1,78 Homogen 

s 

Nilai 

Post-

test 

154,21 114,34 1,34 1,78 Homogen 

Sumber : Data Olahan 
 

Based on the table above obtained Fcount 
<Ftable so that the conclusion is that all groups, both 
the experimental group and the control group are 
homogeneous or the sample comes from the same 
variance. 

After the data requirements are made, then the 
research hypothesis is tested. Hypothesis testing is 
carried out to find out whether there is influence of 
the learning model applied to increasing the value of 
the eyes of the arrangement of merchandise. 
Therefore, t test was conducted to compare the post-
test scores in the experimental class and control 
class. 

Tabel 2: Uji Hipotesis 
Data Class X  Vari

ans 
Tco

unt 
ttabl

e 
Descr
iption 

Post
-Test 
Valu
e 

Eksperi
ment 

78,97 154,
21 6,4

8 
1,6
68 

Hipot
etion 
acept
ed 

Control 65,88 114,
34 

Source: Processed Data 
 

From the calculation above obtained tcount of 
6.48 and t table of 1.668, at the significance level α 
= 0.05. After comparing the criteria for testing 
hypotheses, tcount> t table is 6.48> 1.668. 

Thus it can be concluded that "There is a positive 
and significant influence on the use of SAVI 
Learning Model. Using powtoon animation media 
on the results of learning the merchandise 
structuring of students of Medan 7 SMKN Academic 
Year 2018-1919. Thus the hypothesis is acceptable. 
The complete calculation can be seen in app endix 
13. 

5 RESULTS 

This research is an experimental study by placing 
research samples in two groups (classes), namely the 
experimental class and the control class. The 
experimental class was treated with the SAVI 
learning model using powtoon animation media and 
the control class was treated using conventional 
methods. At the beginning of the research activity, 
students were given to know the students' initial 
abilities and at the end of the post-test to find out the 
changes. 
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This research was carried out in the class XI 
MARKETING OF VOCATIONAL SCHOOL OF 
Medan 7TH SCHOOL, 2018/2019. Which involves 
two classes by giving different treatments to both 
classes. Class XI PM-1 is used as an experimental 
class which is treated with SAVI learning models 
using powtoon animation media and class XI PM-2 
is used as a control class given conventional learning 
model treatment. 

Before the lesson begins, a pre-test is held for the 
two classes which aims to see the students 'initial 
abilities in each class and post-test given to find out 
the students' learning outcomes after being given 
different treatment in both samples. Tests tested in 
class XI PM-3 as many as 25 items in the form of 
multiple choice with four answer choices, the results 
of testing the validity of the test obtained as many as 
20 questions that are declared valid and there are 5 
items that are declared invalid this is due to the 5 
items the problem is not too difficult this is because 
when the 5th power test is no. 5, 10, 16, 21, 23 these 
items have bad criteria or it is said that this problem 
is not good to give to students to measure students' 
ability to obtain learning outcomes of merchandise 
structuring at SMKN 7 Medan Academic Year 
2018-2019 

The results of the pre-test obtained from both 
classes have an average value for the experimental 
class 45.58 with the description of 6 of 34 students 
who passed the KKM score of 70 with a standard 
deviation of 18.65, and the average value for the 
control class. 46.76 with the description of 8 of 34 
students stated to pass the KKM score with a 
standard deviation value of 16.46. So it can be 
concluded that the pre-test results that have been 
tested on both to the class do not have a significant 
difference, this means that before being given 
different treatment to the two classes the students' 
abilities are the same. 

Furthermore, the two classes were given 
different treatments, the experimental class used the 
SAVI learning model using powtoon animation 
media and the control class using conventional 
methods. At the time the researcher conducted 
research in the experimental class, at first 
researchers experienced a little time consuming this 
lesson because the researcher had to give 
understanding to the students how the process of 
learning activities proceeded using the SAVI 
learning model using powtoon animation media. 
During the ongoing learning process students can 
actively participate in learning, although there are 
still some students who still look confused because 
they are not familiar with the learning model applied 

by researchers. For the second day experiment the 
researchers saw students who in the first experiment 
tended to be less active seemed to start enjoying 
both learning well and students were more active 
than previous experiments. 

After being given a different treatment for both 
classes, the experimental class was given the 
treatment of the SAVI learning model using 
powtoon animation media and the control class with 
the conventional model was given, then a post-test 
was conducted to see how students' learning 
outcomes changed. From the research obtained the 
average value of the experimental class 78.97 with 
29 of 34 students stated to pass the KKM score, and 
the average value of the control class was 65.88 with 
14 of 34 students stated to pass the KKM score. 
From the results obtained it is clear that the learnin 
outcomes obtained by students after the treatment is 
given have increased compared to learning outcomes 
before being treated. 

Learning outcomes are a reflection of the level of 
success or achievement of the objectives of the 
learning process that has been carried out which at 
its peak ends with an evaluation, learning is said to 
be successful if the level of knowledge of students 
increases from before, in order to achieve the 
objectives of the learning process, the teacher must 
be able to choose the teaching and learning 
strategies appropriate for use in the teaching and 
learning process. Rusman (2012: 133) argues that 
learning models can be used as a choice pattern, 
meaning that teachers can choose an appropriate and 
efficient learning model to achieve learning goals 

Learning SAVI embraces the flow of modern 
cognitive science which states that the best learning 
involves emotions, the whole body, all senses and all 
the depth and personal breadth, respecting the 
learning styles of other individuals by realizing that 
people learn in different ways. Huda (2014: 284) 
states that "Somatic is meant by Learning By Doing, 
Auditory is meant by Learning By Hearing, Visual is 
meant by Learning By Seeing, Intellectual is meant 
by Learning By Thinking". SAVI is a learning 
model that focuses on the active use of sense devices 
both body activity, listening activities, viewing 
activities, and active activities in the brain whose 
application in the classroom students do not just sit 
still and accept what is conveyed by the teacher, but 
also students participate actively in learning so as to 
provide learning experiences to students. SAVI 
learning model which consists of several elements in 
its application described above so that to be able to 
fulfill the learning elements visually, it would be 
nice if combined with powtoon animation media. 

UNICEES 2018 - 1st Unimed International Conference on Economics Education and Social Science

80



 

Powtoon animation media is an alternative from 
Ms. Powerpoint, a video presentation presentation 
application consisting of a combination of motion, 
sound, color, and image, where the purpose of 
powtoon selection is as a learning medium that can 
facilitate students in understanding the material 
easily, and attract students' attention to the ongoing 
presentation. Video presentations made from the 
powtoon application to fulfill the elements of Visual 
learning that contain instructional material for 
display arrangement or product display in the eyes 
of learning merchandise structuring. Ms. Powerpoint 
has an elegant appearance, so in powtoon uses the 
appearance of animated cartoons to make 
presentations, therefore powtoon is good to use in 
making percentages for learning activities because it 
provides cartoon animation effects that are not found 
in Ms. Powerpoint that can attract students' attention 
to and can improve learning outcomes. 

Based on the understanding stated above, the 
SAVI learning model using powtoon animation 
media is suitable to improve the learning outcomes 
of merchandise structuring. This is supported by 
previous research conducted by Hidayah (2016) who 
conducted a study "The Influence of Learning 
Models Make A Match Using Powtoon Animation 
Media Against Economic Learning Outcomes of 
SMAN 1 Kualuh Selatan 2015/2016 Academic 
Year", there were significant differences in 
experimental class learning outcomes and the 
control class with the difference in the average value 
of the two classes is 14.51. And the research 
conducted by Nur who conducted the study "The 
Influence of Word Squre and Somatic, Auditory, 
Visualization, Intellectual (SAVI) Learning Models 
on the Economic Learning Outcomes of New Class 
X Students of Nurul Islam Indonesia High School 
2015/2016 Academic Year" which had a significant 
influence on economic learning outcomes. 

Based on the learning outcomes shown from the 
average value for both classes, the average value of 
the experimental class is higher than the control 
class or the experimental class learning outcomes are 
higher than the control class. This shows that 
learning the arrangement of merchandise using 
powtoon animation media influences student 
learning outcomes, where learning with SAVI 
models using powtoon animation media students 
learn to be easier, more fun and active for students to 
understand learning material. This is because the 
SAVI learning model using powtoon animation 
media has the advantage of being able to increase 
student activity in learning by involving all senses in 
learning, and can easily understand learning material 

because learning material is presented using 
presentation videos made from powtoon applications 
that can build themselves his knowledge through the 
learning experience he experienced and the material 
can be easily understood because the learning is 
carried out independently by the students of the 
researcher only as facilitators compared to 
conventional models. 

Based on the calculation to test the hypothesis 
from the results of the post-test obtained tcount of 
6.48 at the 95% confidence level the real level α = 
0.05 with dk = (n_1-n_2) -2 = 66 obtained t table of 
1.668. After comparing the criteria for testing 
hypotheses, tcount> t table is 6.48> 1.668. This 
means that the null hypothesis (H_0) is rejected and 
the alternative hypothesis of research (H_a) is 
accepted. Thus, it can be concluded that "There is a 
positive and significant effect of the SAVI Learning 
Model Using Powtoon Animation Media on the 
learning outcomes of merchandise structuring of 
students in Class XI Marketing SMKN 7 Medan 
Academic Year 2018/2019 ". 

Based on the results of the analysis and testing of 
the data as well as the results of previous studies, the 
researchers concluded that there was a positive and 
significant influence on the use of SAVI learning 
models using powtoon animation media on the 
results of learning the merchandise structuring on 
the monitoring material or display of class XI 
Marketing products at SMK Medan 7 Academic 
Year 2018/2019 

Although this study has a significant influence 
on the learning outcomes of students' merchandise 
structuring, there are also weaknesses in this study, 
namely: 1) students need guidance from the teacher 
to do activities, 2) the right and left class is a bit 
disturbed because students actively make noise 
when activities take place. 

6 CONCLUSIONS 

Based on the results of the study and discussion, it 
can be concluded that the learning outcomes of 
merchandise structuring that are taught using SAVI 
learning models using powtoon animation media are 
positive and significant compared to the learning 
outcomes of merchandise structuring using 
conventional models in the XI Marketing-1 class of 
SMK N 7 Medan Academic Year 2018/2019. This is 
evidenced by the results of calculations to test the 
hypothesis of the results of the post-test conducted 
obtained tcount of 6.48 at a 95% confidence level 
the real level α = 0.05 with dk = (n_1-n_2) -2 = 66 
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obtained t table of 1,668. After comparing the 
criteria for testing hypotheses, tcount> t table is 
6.48> 1.668. 
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Abstract: The rapid development of science and technology in disruption era has led to emergence of various forms 
about learning technology-based education innovations that have made it easier for people to access various 
educational contents. This condition is characterized by the ease of gaining access to information, speed of 
connection in the global scope, and accuracy of data interpretation. Teachers as educators may not be able to 
compete with technology in terms of memorizing, counting, and searching for information quickly and 
accurately. On the other hand, technology is considered capable of doing this according to instructions of 
users that will be done by the system digitally. However, teacher’s role is still needed in Indonesian 
education system regarding aspects of calling, character, and compassion for students where the role will 
not be replaced by technology. Referring to the description above, this paper aims to find out the quo vadis 
of Indonesia’s education in disruption era relating to teacher’s role in values and technology perspective. 
The research methodology used in article writing is descriptive qualitative using literature study data that is 
relevant to Indonesian education system and the latest learning technology innovations. This study result is 
expected to provide applicable recommendations for teachers in addressing use to appropriate learning 
technology without losing teachers role as educators. 

1 INTRODUCTION 

The rapid development of science and technology in 
disruption era has led to emergence of various forms 
learning technology-based educational innovations 
that have made it easier for people to access various 
educational contents. This condition is characterized 
by the ease of gaining access to information, 
connections speed in global scope, and data 
interpretation accuracy in learning process. The ease 
of access to these technologies will have a 
significant effect on teacher’s role as educators, both 
now and in the future. This is different from 
teacher’s role in the past, where technology has not 
developed massively as it is today, namely teachers 
it is still possible to teach conventionally, such as 
taking notes on the blackboard, using teaching aids 
manually, using learning literature that is still 

limited to books availability in school library or 
delivering material directly to students without using 
creative and modern learning media. Referring to 
above, teachers as educators in Indonesian education 
context may not be able to compete with technology 
in terms of memorizing, counting, and searching for 
information quickly and accurately. Likewise using 
technology as a learning medium, both in the 
classroom and outside. On the other hand, 
technology is considered capable of conducting a 
variety of learning processes according to user 
instructions that can be done by the system digitally. 
This means that teacher will face major challenges 
when delivering learning material in the classroom 
or carrying out his role in relation to his profession 
as an educator. Referring to Jack Ma's statement at 
the World Economic Forum annual meeting 2018, 
education is a big challenge this century, if it does 
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not change the way of educating and teaching, then 
we will experience great difficulties in the next 30 
years (Subagya, 2018). The great difficulty in 
question is challenge that will be faced by teachers 
in terms of implementing learning technology when 
delivering teaching materials to their students. In 
addition, teacher competencies are needed that are 
highly competitive to prepare students to have 
innovation and creativity power, where teachers are 
no longer the only source of knowledge, but rather 
act as inspirers (Ambarwati, 2018).  

Both of the above indicate that teachers should 
prepare themselves to face the challenges of 
education in this disruption era, namely how 
teachers are able to compete in a healthy manner and 
adjust to changes that occur in various fields of 
public life, especially in communication technology 
and information systems (Chrismastianto, 2018). 
However, apart from the challenges faced, however, 
teacher’s role is still needed in the Indonesian 
education system with regard to aspects calling, 
character, and social empathy for students where the 
role will never be replaced by any technological 
sophistication.  

Referring to description above, this paper aims to 
formulate a quo vadis of Indonesian education 
relating to the role of teachers in the era of 
disruption in the perspective of values and 
technology. The results of this study are expected to 
provide applicable recommendations for teachers in 
addressing the use of learning technology 
effectively, without eliminating teacher’s role as 
educators. 

 
 

2 THEORICAL FRAMEWORK 
 

2.1 Definition and Characteristic of Disruption 
Era  

The disruption era is an era of rapid development of 
information and communication technology that has 
the potential to disrupt the comfort and 
establishment of many old social institutions 
(Petuguran, 2018). One form of old social 
institutions in question is education, in this case 
teacher’s role as an educator who experiences 
revolutionary change, which can be seen from the 
conventional teaching method towards the use of 
digital technology as a medium of learning and an 
indication transfer of teacher’s role as a learning 
facilitator, not just transferring knowledge.  

The emergence of this term disruption refers to 
the theory of disruptive innovation put forward by 
Clayton M. Christensen, a professor of business 

administration at Harvard Business School, Harvard 
University (Lumowa, 2017). According to Clayton, 
disruptive innovation refers to a process in which 
products or services are rooted initially in simple 
applications at the bottom of the market and then 
without stopping moving to the market, eventually 
displacing established competitors (Silalahi, 2017). 

Starting from an understanding of disruption era 
definition above, it implies a characteristic that can 
be explained that entering this era of technology 
disruption users are offered a concept of simplicity, 
convenience, accessibility, and affordability, 
including educational institutions in it, because the 
demands of this disruption era will affecting the 
future quo vadis of Indonesian education which are 
closely related to the education system that will be 
used, in this case directly related to the curriculum 
that will be applied in education sector. In line with 
the statement above, the Chancellor of the Bogor 
Agricultural Institute, Dr. Arif Satria, universities 
must move quickly to encourage innovation, 
facilitate students to become active learners by 
preparing a curriculum that meets the demands of 
the times according to the needs of the community 
(Sasongko, 2018). 

Thus, the disruption era is an important study 
material to do with how educational institutions 
prepare human resources, in this case the teacher as 
an educator who is able to play a significant role in 
responding to the latest learning technology 
dynamics. 

 
2.2 Quo Vadis of Indonesia’s Education in 

Disruption Era 
The current disruption era has undeniably brought 
major changes to the Indonesian education system. 
The education system that is still struggling on the 
cognitive, affective, and psychomotor aspects will 
continue to move towards other aspects that are 
relevant and contextual, for example the mastery of 
digital technology that produces creative innovation 
leads to artificial intelligence and machine learning. 
The above thought arises from understanding the 
function of education in reference to Law No. 
20/2003 concerning the National Education System, 
which states that national education serves to 
develop the ability and shape of dignified national 
character and civilization in order to educate the 
lives of the nation, aiming to develop the potential of 
students to become faithful and fearful people of 
God, noble, healthy, knowledgeable, capable, 
creative, independent, and a democratic and 
responsible citizen (Wahyuni, 2015, p. 240).  
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Looking at the function above, it is very open to 
the possibility of revising the law by stating the 
phrase mastery of digital technology which aims to 
reinforce the direction of the curriculum used in the 
future in accordance with the dynamics of 
technological developments and civilization 
structures that will be built in the future. If at a 
glance look back at the history of the Indonesian 
education system as reflected in the curriculum 
products used since the post-independence era until 
the current disruption era, the direction of 
Indonesian education can be categorized 
systematically as follows: the period before 
independence or known as the people's school 
curriculum, the post-independence period covering, 
curriculum 1947 which was named lesson plan 
1947, curriculum 1952 which was named the lesson 
plan decomposed 1952, curriculum 1964 which was 
named education plan 1964, curriculum 1968, 
curriculum 1975, curriculum 1984 called the 
curriculum for active student learning, curriculum 
1994 and supplements curriculum 1999, curriculum 
2004 or what is known as the competency-based 
curriculum, curriculum 2006 which is known as the 
education unit level curriculum, curriculum 2013, 
and curriculum 2013 which is refined as the 
curriculum used to date in the Indonesian education 
system (Wahyuni, 2015, p. 240). 

Based on the study of the curriculum historicity 
above, how important it is to conduct a curriculum 
review used in relation to education sustainability 
based on quo vadis Indonesia’s education in the 
future. The development of digital technology that is 
increasingly massive today should be balanced with 
improvements in educational curriculum and 
infrastructure related to human resources, in this 
case teachers as educators. If this is done 
simultaneously and consistently, Indonesian 
education is increasingly directed towards efforts to 
prepare students as millennial generation who are 
technologically literate, but remain firm in their 
calling, character, and social empathy as members of 
the whole community in the future. 

3 RESEARCH METHOD 

The research methodology used in article writing is 
descriptive qualitative using literature study data 
relevant to the Indonesian education system and the 
latest learning technology innovations. As for 
qualitative descriptive research aimed at gathering 
actual and detailed information, identifying 
problems, making comparisons or evaluations, and 

determining what others do in dealing with the same 
problems and learning from their experiences to 
determine plans and decisions in the future 
(Suyanto, 2006 ) Thus, the research conducted was 
only to provide a response in the form of thought 
contribution to quo vadis Indonesia’s education in 
disruption era related to teacher’s role in values and 
technology perspective. 

4 ANALYSIS 

4.1 Teacher’s Role in Value 
Perspective 

Teachers as educators have a very strategic role in 
learning media development and implementing the 
learning process to achieve the educational goals set 
by the government according to their competencies. 
In general, teacher’s role and competence in 
teaching and learning process includes many things 
as expressed by Adam and Becey in the basic 
principles of student teaching, including teachers as 
instructors, class leaders, mentors, regulators, 
environmental regulators, participants, expeditors, 
planners, supervisors, motivators and counselors 
(Khairunnisa, 2017).  

This shows that how important the teacher’s role 
in learning process is related to development of 
aspects of calling, character, and social empathy. 
Teacher’s role referred to above certainly cannot be 
replaced by any sophisticated technology. Why is 
that? We will discuss it based on the approach to the 
three aspects that are subject to study in this article. 
The first aspect, namely the teacher’s role in 
responding to his call as an educator not only helps 
students know the variety of knowledge and 
technology, but is also morally responsible for 
introducing God's truth in each student. This is 
closely related to efforts of students to respond to 
what limits them in behaving and behaving to build 
relationships with their environment. 

Learning technology that allows the disruption of 
their personality to act immorally or justify any 
means to achieve an achievement. This is where the 
teacher as an educator plays a role in making 
students stay consistent in the path of truth by 
maintaining self-discipline so that they are not 
tempted to act outside the limits of regulations or 
norms that apply in the environment in which they 
live. The role in question cannot, of course, be 
replaced by technology, because technology is not 
able to understand a truth that is absolute in nature 
and a regulation that has been mutually agreed upon. 
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This shows that teachers play a role in the learning 
process more than just conveying information to 
their students, but continues to encourage them to 
dynamically grow in the community of truth 
(Palmer, 1998, p. 115). Thus, it is hoped that 
students can apply the concept of truth to serve God 
and love others in real life now and in the future. 

The second aspect, teachers as educators should 
consistently shape the character of students so as not 
to get caught up in self-esteem because of the 
technological innovations they master, so that they 
can achieve the highest cognitive achievement in 
school. However, when the teacher is able to explain 
to students that the achievement achieved is the gift 
of God alone, where God has given an intellectual 
ability that is born from a family that stimulates 
intellectual development, but whatever the cause of 
ability to excel or succeed in any endeavor is 
ultimately from God himself (Bridges, 2008, p. 107). 
This shows how the teacher's role is so significant in 
terms of minimizing and even preventing the 
potential for student arrogance because of his 
competence when using technology. 

The third aspect, in terms of social empathy, 
teacher as an educator plays a role to pay attention to 
students cognitive, affective, and psychomotor 
aspect development. The sophistication of learning 
technology may detect students' cognitive and 
psychomotor development, but it is not necessarily 
able to observe the development and growth of 
students from the affective side, because this domain 
is directly related to the emotions and behavior of 
students on a daily basis. In connection with this 
context, mentoring conducted by teachers is more as 
a facilitator of learning, both concerning the 
cognitive, affective, and psychomotor domains of 
students. In addition, the presence of advanced 
technology in learning allows students to lose their 
social empathy and their ability to work in group 
assignments because they feel they are able to work 
on their own with the help of technology without 
helping of their friends. If this is left unchecked, 
then in this disruption era students social relations 
will become disrupted and have a negative impact 
on students' developmental psychology. 

This is where teachers play a role in keeping 
students' social relationships from getting stuck in 
individualistic behavior, but how they can share the 
skills they have with other students as part of a 
community where they socialize in the school 
environment with regard to their understanding of 
technology use as a tool to solve assignments 
instructed by the teacher. 
 

4.2 Teacher’s Role in Technology 
Perspective 

The development of learning technology in 
disruption era cannot be denied its use in the 
education system in Indonesia. Learning and applied 
technologies such as machine learning, big data, and 
artificial intelligence are creative innovations that 
are claimed to be able to help facilitate human work, 
including when applied to the Indonesian education 
system. Of course, the technological innovations 
referred to above do not necessarily replace the 
teacher’s role as educators. However, the technology 
found will provide many benefits for its users, 
especially when applied in the Indonesian education 
system. The presence of these technology products 
must be accompanied by an awareness that results in 
the thought that no technology in the world is found 
by experts who are not inspired by the wisdom of 
God who works in every human being as a scientist 
or inventor of technological innovation 

Referring to Peter Van Inwagen, one of the 
foremost philosophers in the world, when he said 
that there were no discoveries in science that at least 
had a tendency to show that God was not exist 
(Zacharias, 2017, p. 67). Or in other words, every 
discovery in science or technology shows the 
greatness of God revealed over the entire universe as 
His creation. Thus, our admiration for technology 
does not shift the position of God as the creator, but 
instead makes us aware that reason is the uniqueness 
of God's creation that can be used for the welfare of 
all humanity in the universe. The statement above is 
further strengthened by the presuppositions stating 
that we must be in mind, but on reason itself as 
God's unique creation (Zacharias, 2016, p. 98). 

Based on the above studies, it increasingly shows 
us that technology is an innovation that should not 
be rejected or avoided, but precisely with the 
technology invention, people are increasingly helped 
to access knowledge from various knowledge groups 
that support the achievement of significant 
improvements in education quality in the present and 
in the future, when the technology is used in the 
right way and understanding refers to the value of 
benefits while upholding human dignity as God's 
creation. If the above thinking is applied in 
Indonesia’s education in disruption era, then the 
presence of learning technology is not a threat, but 
instead becomes an accurate, fast, and practical tool 
to support the learning process, both inside and 
outside the classroom. Likewise the teacher as an 
educator will be greatly helped in carrying out his 
duties to transfer his knowledge, without losing his 
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role as a learning facilitator which refers to aspects 
of calling, character, and social empathy as 
embodiments of four basic teacher competencies, 
namely professional, pedagogy, personality and 
social competence refers to Law No. 20/2003 
concerning the National Education System. 

5 CONCLUSIONS 

Based on the study described above, it can be 
concluded that quo vadis Indonesia’s education 
disruption era should accommodate a variety of 
technological innovations as learning media without 
negating the teacher’s role in aspects of calling, 
character, and social empathy that are transformed to 
every student they educate in value and technology 
perspective. Thus, it is expected that Indonesia’s 
education will be wiser in addressing the use of 
appropriate learning technology without eliminating 
the teacher’s role as educators. 
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Abstract: The existence of information technology that continues to grow and move exponentially has an influence on 
the system of educational institutions to increasingly compete to provide better quality of education than 
among its competitors. The context in which educational institutions currently serve educational service 
users who are familiar with the "internet of things", should have taken schools as educational institutions to 
think about and offer a far better quality of education by paying attention to various aspects. The purpose of 
this paper will explain how the role of information technology as part of the competitive advantage of 
schools as an educational institution amidst the proliferation of new educational institutions both physically 
and substitute. The research method used in this paper is a literature study. The results of the study show 
that by using the reference of the five forces of competition, educational institutions can analyze the position 
of development and self-readiness in determining the competitive advantage that will be carried out. Next 
the school can optimize the school's internal resources. This starts with building qualified teachers who are 
able to update with technology. Furthermore, the school is aware of the potential of information technology 
as an asset but also challenges in providing quality education for students. This can be started by building 
adequate infrastructure, so that the application of information technology as a competitive advantage can be 
implemented within the scope of the support system and the process of learning activities. 

1 INTRODUCTION 

In the era of technological advancement like 
nowadays, the community is facilitated very easily 
in carrying out their activities. The mobilization and 
dynamics of the activities carried out are indirectly 
influenced by technological progress whether in the 
family, work, or other community activities. 
Technology is present in the community as part of 
tools to facilitate, accelerate and provide services in 
accordance with the needs needed by the 
community. As an example of the form of ease felt 
by the community in the last few years located in the 
area of gadget and the internet, which can facilitate 
the community in meeting their needs such as in the 
scope of transportation, shopping for clothing and 
food. When observed all these things only depend on 
typing skills supported by adequate gadgets or 
technology and the internet. This internet of things is 
a feature of people's lives today so that almost every 
activity carried out by the community is not 

separated from the internet and the technology used 
in it 

This significant technological development has 
an impact or influence in various areas of service or 
community work areas today. Naylor (2017) 
explains that in the current era there is a revolution 
of technology which includes the combination of 
interrelated technologies. Thus the existence of a 
change from one part of the technology will affect 
other technology systems and of course this affects 
the community as users. Thus it can be interpreted 
that the technological revolution in the last few years 
has been able to provide opportunities for every 
organization to advance by using perspectives that 
provide opportunities and better quality because of 
the technology in it. Changes caused by the 
advancement of technology, also become an 
opportunity for organizations to compete healthy 
and smart in displaying products or services they 
have. The area of change that is influenced by 
technological progress is not only applicable to 
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business organizations but also must be understood 
by educational organizations namely schools. 
Schools as formal education institutions should be 
sensitive to change. Fattah (2004) explains the 
nature of change that can be understood as a 
different situation, and can be related to structure, 
people and technology. These three components are 
dynamic as a factor of changes in the scope of 
educational institutions. 

Therefore, it is related to the scope of change in 
an organizational management system, so that 
technological progress that occurs exponentially also 
needs to be a concern of the school as one of the 
educational institutions. Why is that? Because 
schools become one of the institutions that have a 
great opportunity to educate future generations to 
have the competencies and skills of students needed 
in the future. Schools must be aware that in the 
midst of a technological era that is so fast, the school 
should also think about how to provide better 
educational quality to students. In this case schools 
as educational institutions should think about the 
concept of competitive advantage in the era of 
technological progress. One implication is using 
technology as a support service and facilities used in 
classrooms. This study will discuss the application 
of technology as part of the school's competitive 
advantage in realizing a better quality of education. 
Next in this paper will also be explained about what 
should be done by the school in addressing this 
disruption era in maximizing the quality and quality 
of education.  

2 RESEARCH METHODS 

The method used in this study is literature study. 
Literature study is a method that is by looking for 
relevant theories based on problems or phenomena 
that occur. 

3 RESULT AND DISCUSSION 

The existence of schools and technology are the two 
things that are closely related in creating competitive 
advantage. Both components can be interconnected 
and have a positive influence to improve the quality 
of education both in the scope of input, the process 
to the output produced. Therefore, the existence of 
these two components must support each other. 
Schools as educational institutions can determine the 
type of information technology that will be used so 
that it can help sustain the performance of a school 
in the field of services to the wider community or to 

students through the learning process in the 
classroom. 

Rochaety, et al (2005) explained that a school as 
an educational institution requires components to 
run educational operations such as teachers, 
students, facilities, organizational structures, and 
areas of cost which all of them can be operated to 
carry out quality education practices. Of course, it is 
supported by the existence of a system or 
information technology which consists of hardware, 
soft-ware and brain ware. Therefore, schools 
basically have the capital to control some of these 
components and optimize them so that they can have 
competitive advantage with the surrounding 
educational institutions. The first step that will be 
taken in designing competitive advantage of 
educational institutions is by knowing what is a 
factor of disruption both in the scope of education 
management and its implementation. One of them is 
the existence of an "internet of things" a new 
breakthrough in various fields that emphasizes the 
rapid movement. Naylor (2017) explained that one 
of the key elements of the connected world is the 
sensor chip, called telematics so that it can provide 
direct feedback to the data center which is then 
better known for the presence of new breakthroughs, 
namely Wifi. Through this, we can get a clearer 
picture of how technological progress is accelerating 
and bringing about change. Therefore it is important 
for schools to use the opportunity to read the 
opportunities of advancing information technology 
that moves very quickly. 

Underlying that technology is an important role 
in educational institutions in the current era of 
distractors, it is important for schools as educational 
institutions to be able to do the following: 

 
a. Establish five competitive forces  
In creating competitive advantage in educational 
institutions it is important for schools to see and 
determine the five competitive forces that will be 
used. Thus it can be a first step for schools to 
identify the use of information technology which is 
also used similarly by educational institutions that 
are in the vicinity. Michael Porter, 1995 in the book 
of education management provides a visualization of 
the five forces of competition that can also be 
contextualized within the scope of education. 
Rochaety, et al (2005) describes five competitive 
forces as follows. 

Based on the picture of the five strengths above, 
there are several things that can be considered by 
policy makers in educational institutions, namely 
schools. First, schools can pay attention in terms of 
competition with existing educational institutions. 
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Figure 1: Five competitive forces 
In this case the school in this time of distraction can 
be more creative in creating and offering affordable 
quality education by combining speed due to the 
application of technology in it until finally the 
school can offer the best quality education. Thus 
technology is present as a support for the school 
system both in terms of administration and learning 
process. The second thing that needs to be 
emphasized is the existence of threats from 
newcomer educational institutions. In the current era 
the concept of distance learning has become part of 
the education process, therefore it is important for 
schools to see opportunities in using technology as 
part of providing innovative educational services. 

The third of the five competitive forces is also 
emphasized by educational institutions that offer 
substitute education services. In the current era 
many substitute educational institutions offer ease of 
learning. Support from technology that facilitates the 
transfer of files to replace the learning process in the 
form of teaching materials, e’books, reference books 
that are of course offered at a lower price so that this 
can be a part thought by schools to use information 
technology as part of the solution to anticipate 
threats from substitute education institution. This 
can be done with the school using a data based 
system or learning portal so that students can be 
facilitated in accessing learning materials or sources. 
Next the fourth and fifth things from the strength of 
competition emphasize the community as providers 
and users of education services. In an era where 
everything uses the internet, it becomes a challenge 
and an opportunity for schools to continue to 
provide quality education services. 
 
b. Optimizing internal school resources 
In realizing competitive advantage in the education 
sector, one of the things that schools can do is to 
implement an internal system of educational 
institutions that is increasingly solid and optimal. 
This begins with applying the knowledge, 
technology and abilities of the teacher's pedagogy in 
teaching. In the era of technology, as now, it is very 

important for schools to be able to ensure that the 
human resources they possess have been able to use 
technology as part of their daily activities at school. 
Aljufri (2011, p. 28) describes three groups of use of 
information technology in the scope of education.  
 
These three things are : 

"Groups that use computers to deliver 
teaching material. The use of the second 
group is to distribute teaching materials 
through the internet network. The use of the 
third group is as a medium of communication 
with experts, resource persons or other 
students, so that students get feedback from 
lecturers, experts or other sources. " 

Based on the explanation above, it can be 
understood that being a hope in applying technology 
in this case the computer does not only stop to 
convey learning material but to the stage of 
communication in learning. Furthermore, it is 
important for a teacher to be able to develop his 
competence in the field of technology applications 
so that it can lead to a meaningful learning process 
for students. Maloy et al., (2011) explained that 
there are five technological steps in a computer that 
can change the teaching and learning process for 
teachers and students. Among them are "visual 
learning, accessing and assessing information, 
collaboration and engagement, feedback and 
creativity". Based on these five things it can be 
understood that technology such as computers can 
be a tool that can help the learning process become 
meaningful. Information technology used in learning 
can influence the approach used by teachers in 
student-oriented teaching, thus the learning process 
in the classroom can have an effect on students in 
understanding learning. Of course a teacher still 
plays an important role in holding authority in the 
classroom and guiding students to follow the 
learning series so that through directing and 
mentoring teachers and information technology that 
is used can provide space for students and schools in 
their scope to provide quality education services for 
students and users of education services. 
Furthermore, in optimizing the internal components 
that are owned, the school can also maximize 
facilities or infrastructure so that it can support the 
effectiveness of learning that can contribute to 
realizing the quality of affordable and quality 
education. 

4 CONCLUSION 

Through the discussion that has been done above, 
the following conclusions can be drawn: 
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1. Technological developments bring influence in 
the life of society at large and influence 
organizations including schools as one of the 
educational organizations. 

2. Schools and information technology are the two 
things that are interconnected to realize 
competitive advantage in providing quality 
education services. 

3. In realizing competitive advantage the school 
must establish five competitive forces. As a first 
step for schools to identify the use of 
information technology which is also used 
similarly by other educational institutions. Thus 
the school can develop creativity and methods 
in using information technology as part of 
providing quality education services. 

4. Optimizing the role of the teacher as an internal 
component of the school is an important part so 
that the teacher can optimize the learning 
process with information technology. 
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Abstract: Indonesia’s economy continues to expand, as indicated by its positive economic growth. Economic growth is 

expected to positively affect human resource quality in Indonesia through the improvement of net enrollment 

ratio (NER) in education. In this study, the econometric model utilized for determining education access in 

Indonesia relied on Susenas data between 2011 and 2015 and several macro data. The analysis result shows 

there is significant effect of per capita income and the Indonesian government’s expenditure on education and 

income inequality on the NER at all education levels, whereas the mean years of schooling (MYS) are solely 

influenced by the government’s expenditure on education and the ages for secondary school (junior and senior 

high). 

1 INTRODUCTION 

Indonesia’s economic growth seemed to slow down 

from 2007 to 2016. The figure reached 5.3% in 2007 

before eventually decreasing to 5% in 2016. The 

progress of Indonesia’s economy was affected 

adversely by many factors, including international 

economic conditions. However, the poverty rate 

(percentage of people living in poverty) gradually 

decreased between 2007 and 2016. This effort of 

developing the economy by reducing the poverty rate 

was a success. Conversely, income inequality 

distribution as shown by the GINI index was a cause 

for concern regardless of the economic development 

of Indonesia. Income inequality got worse from 2011 

until 2013, but then there was a decrease in income 

inequality from 2014 to 2016. 

Figure 1 reflects developments in Indonesia’s 

economic growth, level of poverty and income 

inequality from 2007 until 2016. The chart shows that 

there is high-income inequality when poverty is 

higher than 10%. This is bound to happen when 

poverty per capita per month in 2016 was 364.527 

IDR for urban areas and 34.647 IDR for rural areas. 

It means there are more people living in poverty when 

the need is higher than the poverty level. 

 
Source: Adapted from Central Bureau of Statistics. 

Figure 1: Economic Growth, Poverty Rate, and Income 

Inequality in Indonesia Year 2007-2016. 

The success of economic growth in Indonesia can 

be identified from how economic growth related to 

the improvement of human resource quality. One of 

the economic development purposes is to make 

human as a resource and acknowledge human as a 

subject, not an object (Human Centered 

Development). Education is fundamental in shaping 

better human skills as a form of the core ideas of 

development. The main objective of development is 

sustainable education and health care (Todaro, and 

Smith, 2012). Education plays an important role in 

developing a country because it is an investment to 

improve human resource skill, physical strength, and 

adaptation ability in utilizing techniques for operating 

machine tools used in industry (World Bank, 1996). 
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After more than 40 years of development, 

Indonesia displays its impressive improvement in 

several indicators of education. In general, there was 

an increase in the enrollment ratio for elementary and 

secondary schools shown in Figure 2. Generally, the 

enrollment ratio increased from 2003 until 2017 with 

gross enrollment ratio (GER) for elementary school 

grew from 105.80 to 108.5 in that period.  

 
Source: Adapted from the Central Bureau of Statistics. 

Figure 2: Gross Enrollment Ratio (GER) Year 2003-2017. 

While the gross enrollment ratio (GER) for junior 

high school was 81.10 in 2003 and 90.23 in 2017. 

This trend was different from the enrollment ratio for 

senior high school and higher education in 2003-2017 

which had an average number of 65.16 and 23.16 

respectively. Data for higher education was not 

available enough like others. Although the number is 

considered low, the trend goes upward consistently. 

However, the mean years of schooling (MYS) within 

aged 15 and above increased from 7.24 years in 2004 

to 7.92 years in 2011. 

Meanwhile, the challenges and problems in 

Indonesia’s education are still about achievement 

inequality in the education sector. This inequality 

happens in several forms including number of gender 

(male and female), place of living (rural and urban 

areas), and poverty level (the lowest 20% of people 

with low income, and the highest 20% of people with 

high income). Fahmi and Satriatna (2013) stated that 

the gap of achievements in education according to the 

place or living (rural and urban areas) indicated that 

people living in urban areas were more likely to be 

superior in academic achievement compared to those 

living in rural areas.  

Yusuf (2014) also said that there was a decrease 

in the gap of literacy based on gender between in 1992 

and in 2010 which finally reached 5% gap. However, 

the net enrollment ratio of junior high school for 

people living in urban areas is always higher than 

those living in rural areas. At the start of the study, 

the gap between net enrollment ratios was wide with 

around 30% while at the end of the study, the gap was 

only 5%. Further, the inequality in the net enrollment 

ratio for people living in urban and rural areas who 

enter university decreased but still considered high. 

Finally, the average years of schooling for people 

living in urban and rural areas showed only a slight 

change. 

2 LITERATURE STUDY 

The possibility of a nation’s economic growth is 

highly affected by national resources, including 

human capital, physical capital, or resource 

endowment. Harbison (1973) stated that human 

capital is the underlying basis of national assets. 

Physical capital and resource endowment are factors 

of production which are passive while human capital 

is an active resource. People are subjects that always 

actively collect capital needed for economy; exploit 

natural resources; build social organizations, 

economy, and politics; and execute national 

development. A country will never grow when the 

human capital quality is not fully and effectively used 

for improving national economic development and 

management. 

Schultz (1961) argued that a society should invest 

in its members through providing expenses for the 

needs of education, training, research, and health to 

optimize human resource productivity. Human 

capital is a machine for economic development (Azid 

and Khan, 2010). Education is the basis of human 

capital quality, the higher the educational attainment, 

the higher the quality and productivity of human 

capital. Every person has their own path and time in 

achieving proper educational attainment and health 

sustainability as the measuring criteria for human 

capital quality. High educational attainment and good 

healthy life are defined as something requiring high 

cost for certain society. It means not all people can 

get the same level of educational attainment and 

healthy life. Educational attainment is influenced by 

various factors as have been discussed and published 

in many academic journals.   

Many researchers have mentioned the variables 

affecting education like income per capita , 

population growth rate, government expenditure on 

education, total and urban population, which all are 

significant variables for adult educational attainment 

in many developing countries (Mazumdar, 2005).  

Meanwhile, Faguet and Sánchez (2008) proposed 

more various variables to identify those variables’ 

effect on education. They include per capita 

expenditure of public education, government 

expenditure on education, growth in regional 
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expenditure, student–teacher ratio, politics, 

household demography, and socioeconomic status. 

Poverty significantly impacts on people’s lives, 

not only for those living in poverty but also for people 

living in prosperity. Poverty is both individual and 

social problem which means every nation should 

work together defeating poverty. The best way to 

escape poverty is through education (Maipita, 2014, 

2016). Empirical evidence shows that better access to 

education for lower socioeconomic status is pivotal in 

saving a nation from poverty. Poverty can be caused 

by: (a) low quality of human resource caused by low 

level of education, (b) difficult and limited access of 

capital ownership, (c) low technological competence, 

(d) inefficient use of resources, and (e) high 

population growth (Sharp et al., 2000). Many 

research results imply that economic growth can 

improve per capita income that will finally lead to the 

decrease of poverty ratio (Dollar and Kraay, 2001; 

Field, 1989). 

3 RESEARCH METHOD 

This study followed a model built according to the 

main literature from Rajkumar and Swaroop (2008) 

and some complementary articles including from 

Anyanwu (2007); Checchi (1999); Flug et al. (1998); 

Pritchett and Filmer (1999); and Psacharopoulos 

(1994). A model of educational data results is 

developed into two categories, enrollment ratio and 

years of schooling. Both were assumed to be the main 

indicators of education besides many other variables. 

The categories used for enrollment ratio were 

Elementary School (ES), Junior High School (JHS), 

and Senior High School (SHS), as the score results of 

education. The first model was the determinant of 

enrollment which was divided into three levels of 

education: ES, JHS, and SHS in net enrollment ratio 

(NER). The second model was the determinant of 

mean years of schooling (MYS). The independent 

variables taken from the result of literature studies 

were per capita income; government expenditure on 

education; GINI coefficient; and age from people 

aged 7-12 years old (Elementary School age), 3-15 

year old (Junior High School age), and 16-18 years 

old (Senior High School age). 

The data used in this study was from the Susenas 

2011-2015. The macro economic and fiscal data were 

collected from the Central Bureau of Statistics and the 

Ministry of Finance, Directorate General for Fiscal 

Affairs of the Republic of Indonesia. Unit analysis 

was done at the provincial level annually. 

Additionally, the econometric model was formed 

from panel and time series data during 2011-2015, 

and cross section data for provinces in Indonesia. 

To analyze the significant relationship between 

independent and dependent variables from regression 

econometric model, hypothesis testing on the 

parameters of population regression function was 

conducted. This hypothesis testing covered single 

parameter significance test and overall test on the 

population regression function. T-test was used for 

hypothesis testing in parameters of a single 

population while the significance of overall 

regression was tested using f-test (Wooldridge, 

2009). To identify whether there was 

multicollinearity, Variance Inflation Factor (VIF) 

was utilized. Then the white test was employed for 

analyzing Heterocedasticity. 

4 RESULT AND DISCUSSIONS 

In this section, the estimation results for each 

equation are discussed. The model is estimated by 

using the Fixed Effect for 29 provincial data and 5 

years of observation from 2011 to 2015. There are 5 

provinces that are not included in the estimation 

because the data is not available. The five provinces 

are: Riau Islands Province, Jakarta Special Capital 

Region Province, Gorontalo Province, West Sulawesi 

Province and West Papua Province. The 29 provinces 

are considered to be sufficient to represent Indonesia. 

Hence, the analysis can still be done. 

The Fixed Effect model was chosen because it has 

the ability to make model specifications for each 

variable from the data cross-section. This is to 

provide an in-depth analysis of each province in the 

model. This makes it easy to determine which 

provinces have a greater impact, having different 

roles based on coefficient signs. 

One of the key indicators of educational 

performance is school enrollment and mean years of 

schooling. Table 1 is the result of estimation for 

elementary school, junior high school (NER_JHS) 

and senior high school (NER_SHS) school 

enrollment and the estimation results for mean years 

of schooling (MYS) as the dependent variable and all 

in percent units. Independent variables consisting of 

Per Capita Income (PCI) in natural logarithms, 

government expenditure on education (GOV_Ed) in 

percent units against the GRDP of each province. 

GINI variables remain in index units and age 

variables. The elementary school age (AGE712), 

junior high school age (AGE1315) and senior high 

school age (AGE1618) are all in percent units of the 

population. 
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The models in equations 2 through 4 are estimated 

using AR ( 2) to get a better estimation result. 

Equation 1 does not use AR (auto regressive), so the 

estimation results are satisfactory. Table 1 provides 

an overview of the four similarities in determining 

school enrollment and determining the mean years of 

schooling estimated. 

Table 1: Estimation Results Using Fixed Model Effect for 

the Equation of School Enrollment Rate Determinants and 

Mean Years of Schooling Determinants. 

 
Notes: 

In parentheses shows the standard error 

* shows the significance level at alpha 10% 

* * shows the significance level at alpha 5% 

** * shows the significance level at alpha 1% 

 

School enrollment at the elementary, junior high 

and senior high school levels in Indonesia is equally 

affected by per capita income level. The higher the 

level of per capita income, the higher the level of 

school enrollment from elementary, junior high and 

senior high school levels. While it is viewed as 

coefficient, the per capita income at the junior high 

school level has a greater influence when compared 

to elementary and senior high schools. One percent 

increase in per capita income will increase junior high 

school enrollment by 0.67%, while equalization in 

elementary school enrollment is only 0.59% and 

0.66% at the senior high school level. 

The per capita income variable for school 

enrollment rates from the elementary school level is 

effective in Aceh Province with a coefficient of 4.3. 

This figure is obtained by doing model specifications 

for per capita income (PCI). The figure 4.3 shows the 

high level of elasticity for increasing welfare can 

increase elementary school enrollment. The highest 

elasticity for junior high school enrollment is Central 

Kalimantan, Bali and North Sulawesi, while for 

senior high school enrollment, the highest per capita 

income is West Sumatra, South Sumatra and Aceh. 

Table 2: The per capita income variable coeficiente. 

No Prov ES JHS SHS MYS 

1 Aceh 4.33 

-

10.6

1 7.01 0.14 

2 Sumut 2.06 3.16 3.38 -0.22 

3 Sumbar 2.85 3.39 

19.5

7 0.22 

4 Riau 0.30 0.56 2.70 0.05 

5 Jambi 0.76 1.31 5.14 -0.01 

6 Sumsel -4.20 0.76 7.32 0.76 

7 Bengkulu -0.02 0.44 -2.70 0.02 

8 Lampung 0.92 -2.69 0.36 0.18 

9 Babel 0.36 -0.88 -3.52 -0.03 

10 Jabar -1.89 -0.48 -1.53 -0.21 

11 Jateng -2.30 0.09 2.83 0.12 

12 Yogya -0.21 -7.17 -3.41 -0.23 

13 Jatim -0.65 -4.31 -8.53 -0.09 

14 Banten 2.30 1.52 1.88 0.56 

15 Bali -0.26 4.29 2.99 0.12 

16 NTB -0.14 -1.09 -3.27 0.33 

17 NTT 1.21 2.79 5.96 -0.03 

18 Kalbar 1.53 -1.56 6.05 0.49 

19 Kalteng 1.31 

13.0

9 5.88 0.16 

20 Kalsel 3.47 -0.23 1.71 0.02 

21 Kaltim 0.76 -0.18 -0.11 0.01 

22 Kalut -5.59 -6.96 -8.13 -0.19 

23 Sulut -1.68 4.09 1.28 0.00 

24 Sulteng 0.42 3.05 0.08 0.29 

25 Sulsel 3.48 1.04 -0.96 0.01 

26 Sultra 1.89 0.93 1.97 0.00 

27 Maluku -4.40 -8.79 

-

11.0

2 -0.01 

28 Malut -0.64 -4.49 0.62 -0.05 

29 Papua 0.10 -0.13 -0.04 0.06 

Source: Processed Data. 

 

Government expenditure on education variables 

has a positive influence on school enrollment only at 

the elementary level. At the junior and senior high 

school level, it has a negative influence. This is 

certainly in contrast to the concept of increasing 

school enrollment with an increase in the budget for 

education at the junior and senior high school level. 

All variables have a statistically significant effect on 

the greatest level of trust, which is 99%. The mean 

years of schooling equation also shows the negative 

influence of the government expenditure on 

education variable. This shows the ineffectiveness of 

education spending to increase school enrollment. 

The model specification for the government 

expenditure on education variables shows that not all 

provinces have a negative influence. This shows that 
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several provinces can actually increase school 

enrollment by issuing budgets for education.  Aceh is 

one of the provinces showing the effectiveness of 

education spending to increase school enrollment. 

Income inequality variables have a significant 

influence on school enrollment at the elementary, 

junior high and senior high school level. Increasing 

GINI ratios or inequality worsen will have an impact 

on increasing school enrollment at the elementary 

level, while for junior and senior high schools it 

shows the opposite effect. Higher inequality actually 

decreases school enrollment rates for junior and 

senior high schools. 

Table 3: The Government Expenditures on Education 

Variable coefficients. 

No Prov ES JHS SHS MYS 

1 Aceh 1.79 0.66 0.54 -0.01 

2 Sumut -2.06 -7.35 -6.15 0.05 

3 Sumbar 4.39 -0.43 1.19 -0.13 

4 Riau 0.34 -4.33 -7.37 -0.45 

5 Jambi 5.66 4.12 20.85 0.51 

6 Sumsel 4.8 -3.88 -12.02 -0.07 

7 

Bengkul

u 2.31 0.10 3.70 0.10 

8 

Lampun

g 0.85 0.95 1.98 0.10 

9 Babel 3.22 23.22 11.16 0.02 

10 Jabar -9.32 -5.67 -16.70 -2.02 

11 Jateng -3.46 -3.44 -9.35 0.28 

12 Yogya 2.65 -2.06 0.70 0.06 

13 Jatim -5.95 -7.63 -20.93 0.26 

14 Banten -0.07 0.43 -2.76 -0.14 

15 Bali -0.88 -1.39 -2.31 0.23 

16 NTB 0.17 -0.41 -0.60 -0.03 

17 NTT 0.47 -1.76 -0.71 0.01 

18 Kalbar 0.06 -3.19 0.62 -0.08 

19 Kalteng 1.80 -3.22 -1.58 -0.31 

20 Kalsel 3.94 -1.26 0.88 0.25 

21 Kaltim 5.65 -5.72 -3.13 0.00 

22 Kalut 1.24 -0.73 0.32 -0.03 

23 Sulut 7.81 -10.78 -6.39 -0.35 

24 Sulteng -1.23 -4.12 -1.70 0.25 

25 Sulsel -5.03 -2.60 -3.96 0.03 

26 Sultra -1.44 -1.56 -3.08 -0.01 

27 Maluku 1.05 -2.37 -1.67 0.00 

28 Malut 0.22 0.95 -0.23 -0.02 

29 Papua -16.03 -16.73 -11.68 -0.17 

Source: Processed Data. 

 

 

 

 

 

 

 

 

 

Table 4: Income inequality for education variables 

coefficient. 

No Prov ES JHS SHS MYS 

1 Aceh 81.41 -294.56 442.85 -0.51 

2 Sumut 33.94 -66.06 -89.44 -2.80 

3 Sumbar 6.79 -22.68 -103.59 -2.00 

4 Riau 47.80 0.81 -26.97 3.91 

5 Jambi -123.67 15.35 208.08 2.92 

6 Sumsel -30.06 74.24 32.46 0.77 

7 
Bengkul

u 
-37.75 -187.14 -318.21 -2.56 

8 
Lampun

g 
46.99 19.14 -101.48 -4.88 

9 Babel -18.35 -157.77 58.98 -3.23 

10 Jabar -14.40 -54.21 -200.84 2.55 

1

11 
Jateng 187.17 4.26 -98.84 -55.09 

12 Yogya 15.04 148.12 399.58 5.18 

13 Jatim 49.22 41.08 178.00 -0.35 

14 Banten 34.52 19.98 53.81 -1.86 

15 Bali 59.40 50.06 4.35 -2.42 

16 NTB 25.23 37.83 111.29 3.72 

17 NTT -5.44 -826.17 477.88 -4.96 

18 Kalbar 2.44 -54.97 0.88 0.91 

19 Kalteng 9.16 -41.01 -29.26 0.79 

20 Kalsel 12.65 -82.83 -64.94 3.93 

21 Kaltim -11.15 9.22 -119.81 -4.22 

22 Kalut 58.98 13.30 55.38 -1.16 

23 Sulut 22.31 -33.53 
-

15.33 
-2.06 

24 Sulteng 23.39 -189.57 38.64 6.93 

25 Sulsel -47.22 6.83 -101.37 -1.35 

26 Sultra -131.47 -195.05 -386.10 -0.68 

27 Maluku -68.20 -113.02 -174.92 0.83 

28 Malut -114.05 89.68 -31.31 -0.02 

29 Papua 3.49 -83.99 9.19 2.42 

Source: Processed Data. 

 

Especially for the equation one or elementary 

school enrollment rate, the age of elementary school 

students or around the age of 7 to 12 years has a 

positive influence on elementary school enrollment. 

With more residents ages 7 to 12 years old, 

elementary school enrollment is increasing. For 

junior high school level, junior high school age or 

around 13 to 15 years old will have a negative impact 

even though it does not have a statistical effect. If the 

percentage of junior high school age increases, then 

the junior high school enrollment rate will decrease. 

For the senior high school level, it has a positive and 

statistically significant effect. 

Per capita income for equation two (junior high 

school level) has a greater influence when compared 

to equation one (elementary school level) and 

equation 3 (senior high school level). Variable per 

capita income for school enrollment rates from the 

elementary school level is effective in Aceh Province 

with a coefficient of 4.3. The highest elasticity for 

junior high school enrollment is Central Kalimantan, 
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Bali and North Sulawesi. While for senior high school 

enrollment, the highest per capita income is West 

Sumatra, South Sumatra and Aceh. 

Government expenditure on education variables 

has a positive influence on school enrollment only at 

the elementary school level. At the junior and senior 

high school level, it has a negative influence. 

Income inequality variables have a significant 

influence on school enrollment at the elementary, 

junior high and senior high school level. Increasing 

GINI ratios or worsening inequality will have an 

impact on increasing school enrollment at the 

elementary school level, while for junior and senior 

high schools it shows the opposite effect. 

Age among elementary school students or around 

the age of 7 to 12 years has had a positive influence 

on elementary school enrollment. The more residents 

ages 7 to 12 years, the more elementary school 

enrollment. For junior high school level, junior high 

school age or around 13 to 15 years old will have a 

negative impact even though it does not have a 

statistical effect. If the percentage of junior high 

school age increases, then the junior high school 

enrollment rate will decrease. For the high school 

level, it has a positive and statistically significant 

effect. 

For the mean years of schooling modeled on 

Equation Four in Table 1, per capita income does not 

have a significant effect on the mean years of 

schooling, although it has a positive sign. 

Government expenditure on education also does not 

encourage the increasing the mean years of schooling, 

and even decreases with the increase of the 

government expenditure for education.  Income 

inequality variables or GINI have no significant 

effect. From elementary, junior high and senior high 

school age variables, only the senior high school age 

does not affect the mean years of schooling. 

Per capita income has no significant effect on the 

mean years of schooling. Government expenditure on 

education also does not encourage the increasing the 

mean years of schooling, and even decreases with the 

increase of the government expenditure on education. 

Income inequality variables or GINI have no 

significant effect. From elementary, junior high and 

senior high school age variables, only the senior high 

school age does not affect the mean years of 

schooling. 

5 CONCLUSIONS 

Per capita income at the junior high school level has 

a greater influence compared to elementary and 

senior high school.  Per capita income variables for 

school enrollment rates from the elementary school 

level are effective in Aceh Province with a coefficient 

of 4.3. The highest elasticity for junior high school 

enrollment is Central Kalimantan, Bali and North 

Sulawesi, while for senior high school enrollment, the 

highest per capita income is West Sumatra, South 

Sumatra and Aceh. 

Government expenditure on education variables 

has a positive influence on school enrollment only at 

the elementary level. At the junior and senior high 

school level it has a negative influence. 

Income inequality variables have a significant 

influence on school enrollment at the elementary, 

junior high and senior high school level. Increasing 

GINI ratios or worsening income inequality will have 

an impact on increasing school enrollment at the 

elementary school level. While for junior and senior 

high schools, it shows the opposite effect. 

Age among elementary school students or around 

the age of 7 to 12 years has had a positive influence 

on elementary school enrollment. The more residents 

ages 7 to 12 years, the more elementary school 

enrollment. For junior high school level, junior high 

school age or around 13 to 15 years old will have a 

negative impact even though it does not have a 

statistical effect. If the percentage of junior high 

school age increases, then the junior high school 

enrollment rate will decrease. For the high school 

level, it has a positive and statistically significant 

effect. 

Per capita income has no significant effect on the 

mean years of schooling. Government expenditure on 

education also does not encourage the increasing the 

mean years of schooling, and even decreases with the 

increase of the government expenditure on education. 

Income inequality variables or GINI have no 

significant effect. From elementary, junior high and 

senior high school age variables, only the senior high 

school age does not affect the mean years of 

schooling. 
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Abstract: Decision support systems are information systems that are interactive and provide information, 
data modeling and manipulation techniques, and help decision makers in semi-structured and 
unstructured conditionals. School is an institution or an effective place to transforms knowledge 
from educators to students and as a means of education. Here students get additional knowledge 
and moral formation. One of the school assignments is to produce students who are able to 
advance the nation. The selection of the best students is carried out in a period with the aim of 
stimulating enthusiasm in each student to continue to improve their learning achievement in 
school. The best student selection is done by determining a student who is recommended by the 
teacher based on the criteria determined by the school. In order for the desired results to be 
maximized and appropriate in the process of selecting the best students with using the Product 
Weighting Method (WP). 

1 INTRODUCTION 

School is one of the effective places for science 
transformation activities and also educational 
facilities for students. Here students will get the 
provision of knowledge such as guidance. The 
National Education System stipulates that the world 
of national education has the duty to develop 
capabilities and shape the character  of the nation's 
civilization and aims to develop the potential of 
students to become human beings who have faith 
and piety to God Almighty, have good morals, are 
knowledgeable, creative, independent and become a 
democratic citizen and has integrity and 
responsibility.  

One of the criteria for being able to advance the 
nation is providen the best student. The selection of 
the best students must be done periodically and 
continuously with the aim that students always 
encourage their enthusiasm to continuously improve 
their learning achievement. The process of selecting 
the best students is not an easy matter (Kusrini & 
Kom, 2007). The problem in the process of selecting 

the best students is done by choosing one student 
recommended by the teacher whose criteria have 
been determined by the school, but the desired 
results are not maximal due to inaccuracies data in 
the selection process so the results have an impact 
on the results of the decisions given inappropriately.  
Should to determine the best students needed the 
right formula, fast and fair according to the 
development of science and technology today, in 
making a decision support system for selecting the 
best students who can do calculations quickly, to 
help, accelerate and simplify the decision making 
process. One of the decisions that can be used in 
selecting the best students is to use the Fuzzy 
Multiple Attribute Decission Making (FMADM) 
model, which is a model used to find the best 
alternative from a number of alternatives based on 
multi criteria (Itik, Alici, Ilkhchi, & Moallemi, n.d.) 
(Sigit & Kapuji, 2014). 

Weighted Product Method (WP) is a way of 
solving problems in making a decision. The use of 
methods in decision support systems must have the 
correct criteria, besides that it must determine the 
importance of each criterion. WP method requires a 
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normalization process because this method will 
multiplying the results of the assessment of each 
attribute. The results of the multiplication have not 
been meaningful if not compared (divided) with 
standard values. The weight for the benefit attribute 
will function as a positive rank in the multiplication 
process, while the cost weight will function as a 
negative rank. 

The purpose of the study is to explain the process 
of selecting the best students by applying the WP 
method in the best student decision support decision 
system as an alternative to assist the headmaster  in 
determining the best student selection and can 
optimize performance through the existing system. 

2 RESEARCH METHODS 

The research methods carried out in the 
implementation of this study are (Kusrini & Kom, 
2007): 
1. Data Collection 

Data collection used is reading and collecting 
scientific books and journals related to decision 
support systems using the Weighted Product 
(WP) method. 

2.  Troubleshooting 
Studing and understanding the theoretical basis 
associated with the problems to be discussed. 

3. Testing Problems 
The use of a method in developing the right 
system and adapted to the problem. 

1. Implementation of the Problem 
The implementation phase is carried out starting 
from the coding of programs to implement all 
the design of decision support systems that 
already use the programming language. 

2. Making Reports 
Preparation of Research Reports is a stage 
where reporting all things and data that have 
been done during the research in preparing the 
Research report. 

3 THEORICAL FOUNDATION 

3.1 Decision Support Systems 

Decision support system is a settlement  tool 

interactive in information system that provides data / 

information, modeling, and manipulating data 

(Nofriansyah & Defit, 2017). This system is used to 

help decision makers in semiterstructured and 

unstructured decision situations, where no one 

knows exactly how decisions should be made. 

Decision Support System Application or DSS 

uses data, presents interface design for easy users, 

and combines the ideas and thoughts of the decision 

maker (Limbong, Simarmata, Fauzi, et al., 2018). 

DSS will be more intended to support management 

in carrying out analytical work in situations that are 

less structured and with unclear criteria(Limbong, 

Simarmata, Sriadhi, et al., 2018). 

The objectives of DSS are: 

1. Helping a manager for making decisions on 

semi-structured problems is also unstructured. 

2. Providing a basis for support for all 

consideration of managers, but not intended to 

replace the role and function of a manager 

3. Increasing the effectiveness of decisions taken 

by managers is more than an improvement in 

efficiency 

4. Computational speed. Computers provide 

opportunities for decision makers to use 

computational formulas quickly, precisely at 

very low costs 

5. Increased productivity. 

6. Quality support. Computer technology can 

improve the quality of decisions made. For 

example, the more data accessed, the more 

alternatives can be evaluated. 

7. Competitive. Management and optimization of 

company resources. Very high competitiveness 

will make decision-making tasks difficult. 

8. Overcoming cognitive limitations in processing 

and storage. The human brain has limited ability 

to process, and produce output in the form of 

information. 

 

3.2 Weighted Product (WP) Method 

Weighted product method is a method in 

determining a decision by doing a process and 

connecting each attribute rating, where the rating of 

each attribute is raised first with the weight of the 

attribute in question (Wang, Liu, Wang, & Lai, 

2010) (Alfita, Teknik, Trunojoyo, & Product, n.d.). 

This process is called the normalization process. The 

preference for alternative Ai is given as follows: 
 
a. Determination of W weight value 

𝑊𝑗 =
𝑊𝑗

∑𝑊𝑗
 …………………(2.1) 

b. Determination of the value of Vector S 
S = ( WijAwj . w) . ( WinAwn . w) …. (2.2.) 

c. Determines the value of Vector V 

𝑉𝑗𝑛 =
𝑆𝑖

∑𝑆𝑖
 …………………(2.3) 

Where : 

V = Alternative preferences are considered as vector 

V 
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W = Weight of criteria / subcriteria 

  j = Criteria 

  i = Alternative 

  n = Number of criteria 

  S = Alternative preference analogous to vector S 

 

The steps in calculating the Weighted Product 

method are as follows: 

1. Multiplying all attributes for all alternatives 

with the weight as a positive rank for the cost 

attribute. 

2. The multiplication result is summed to produce 

a value for each alternative 

3. Divide the value of V for each alternative with 

the value of each alternative 

4. Found the best alternative sequence that will be 

a decision. 

 

4 RESULT AND DISCUSSION 

4.1 Problem Analysis 

From observations and field studies it is known that 

the selection of the best students is still mostly done 

manually, in the sense that it has not utilized the 

computer's capabilities as a whole, so there are still 

some problems found (Nofriansyah & Defit, 2017) 

(SITORUS & Wardoyo, 2004), including: 

1. Difficulties in presenting teacher assessment 

results data in a fast time. 

2. Difficulties in filing all the results of the 

assessment from one period, for material 

evaluation to the next period in the selection of 

the best students. 

 

The requirements that have been determined by the 

school in the selection of the best students, namely 

as follows: 

1. Average value 

2. Attitude 

3. Knowledge 

 

4.2  Implementation of Weighted Product 

Methods 

In choosing the best student to be one of the students 

who is entitled to be the best student with students 

who have met the criteria set by the school. As a 

researcher sample the author included 5 data 

students who would be selected as the best students. 

With the attached data applied the WP (Weighted 

Product) method, the necessary criteria and weights 

in performing calculations so that the best 

alternatives will be obtained are as follows: 

a.  Determining each of each criterion can be seen 

in table 1: 

 

 

Table 1: Description of Criteria 

Criteria Explanation 

C1 Report Card 
Score Average value of the overall odd and even number of 

students 

C2 List of attendees Amount of student absence 

C3 Attitude The level of behavior of a student 

C4 Skills Level of student activity 

C5 Achievement Level of student achievement 

b.  Furthermore, the decision maker gives the 

Preference Weight for each criterion as W shown in 

table 2: 

Table 2: Determination of W Value 

Criteria Range (%) Weight 

C1 25 0,25 

C2 25 0,25 

C3 20 0,20 

C4 15 0,15 

C5 15 0,15 

 

c. From each of these criteria will be determined the 

weights. The weight consists of five fuzzy numbers, 

which are Very Bad (VB), Not Good (NG), 

Sufficient (S), Fairly Good (FG), and Very good 

(VG) as shown in Figure 1: 

 
Figure 1: Weight of Criteria 

 

 

Information : 

Very bad = 0 

Not Good = 0.25 
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Fufficient = 0.50 

Fairly Good = 0.75 

Very Good = 1 

 

d.  Determining criteria value data can be seen in 

table 3:

 

Table 3: Original Student Data 

No Alternative 

Criteria 

Report Card 
List of 
attendees 

Attitude Skills Achievement 

1 A1 84,325 2 B B Nothing 

2 A2 84.855 0 B+ B+ Nothing 

3 A3 83,555 3 B B Nothing 

4 A4 82,52 2 B- B Nothing 

5 A5 86,19 2 A A Exist 

 

The Fuzzy Weighting is as follows: 

a.  Report Card Value Criteria (C1) 

In the value variable the skills consist of five fuzzy 

numbers, namely Very Good, More than Good, 

Good, More than Enough, Not Good. As shown in 

the following table: 

 

Table 4: Determines Report Card Criteria 

Report 

Card 
Fuzzy Criteria Weight 

90-99 Very Good 1 

80 -89 More than Good 0,75 

70 – 79 Good 0,50 

60 -69 More than Enough 0,25 

≤ 59 Not Good 0 

 

b.  Attendance Criteria (C2) 

In the variable Attendance Value consists of five 

fuzzy numbers, namely Very Good, Good Enough, 

Good, Not Good, Bad. As shown in the following 

table: 

 

Table 5: Determines Attendance Criteria 

List of 

attendees 
Fuzzy Criteria Weight 

0 Very Good 1 

1 Good Enough 0,75 

2 Good 0,50 

3 Not Good 0,25 

>4 Bad 0 

 

c.  Attitude Criteria (C3) 

The Attitude Value variable consists of five yatu 

fuzzy numbers Very not good (C), Poor (B-), 

Sufficient (B), Fairly Good (B +), Very Good (A), 

As shown in figure 6: 

   

From the picture above Crisp numbers can be 

converted. For more details, it can be formed in table 

6: 

 

Table 6: Determines Attitude Value Criteria 

Attitude 

Value 
Fuzzy Criteria Weight 

A Very good 1 

B+ Pretty good 0,75 

B Good 0,50 

B- Not good 0,25 

C Very not good 0 

 

d.    Skill Criteria (C4) 

The value variable consists of five fuzzy numbers, 

namely enough (C), more than enough (C +), good 

(B), more than good (B +), very good (A). As shown 

in figure 5: 

 

Table 7: Determining Skills Criteria 

Skill 

Value 
Fuzzy Criteria Weight 

A Very good 1 

B+ Pretty good 0,75 

B Good 0,50 

B- Not good 0,25 

C Very not good 0 

 

e. Achievement Criteria (C5) 

Table 8: Determines Achievement Criteria 

Achievement Weight 

Any 0,75 

Nothing 0,25 

 

 

Match rating of each student. Based on alternative 

data above, a suitability rating of each alternative 

can be formed on each criterion, shown in table 9:
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Table 9: Compatibility Rating 

No Alternative 

Criteria 

Report Card 
List of 
attendees 

Attitude Skills Achievement 

1 A1 0,75 0,50 0,50 0,50 0.25 

2 A2 0,75 1 0,75 0,75 0.25 

3 A3 0,75 0,25 0,50 0,50 0.25 

4 A4 0,75 0.50 0,25 0,50 0.25 

5 A5 0,75 0,50 1 1 0,75 

Previously we have made weight repairs so that 

ΣW = 1, 

then the calculation is obtained as follows: 

25,0
1

25,0

 0,150,150,200,250,25

25,0

1 


W

 

25,0
1

25,0

0,15 0,150,200,250,25

25,0

2 


W

 

20,0
1

20,0

0,15 0,150,200,250,25

20,0

3 


W

 

15,0
1

15,0

 0,150,150,200,250,25

15,0

4 


W

 

15,0
1

15,0

 0,150,150,200,250,25

15,0
5 


W

 

 

Formation of vector S Then calculated by the 

equation as follows: 

S = ( WijAwj *W) * (WinAwn * W)   

 

S1 = (0,750,25) * (0,500,25) * (0,500,20) * 

(0,500,15)*(0,250,15) 

= 0,9306 * 0,8408 * 0,8705 * 0,9012*0,8122 

= 0,49854 

S2 = (0,750,25) * (10,25) * (0,750,20) * 

(0,750,15)*(0,250,15) 

= 0,9306* 1 * 0,9440 * 0,9577*0,8122 

= 0,68332 

 

S3 = (0,750,25) * (0,250,25) * (0,500,20) * 

(0,500,15)*(0,250,15) 

= 0,9306 * 0,7071 * 0,8705 * 0,9012*0,8122 

= 0,41928 

S4 = (0,750,25) * (0,500,25) * (0,250,20) * 

(0,500,15)*(0,250,15) 

= 0,9306 * 0,8408 * 0,7578 * 0,9012*0,8122 

= 0,43401 

S5 = (0,750,25) * (0,500,25) * (10,20) * 

(10,15)*(0,750,15) 

= 0,9306 * 0,8408* 1 * 1* 0,9577 

= 0,74935 

 

The value of vector V is used for ranking and is 

calculated by the equation as follows: 

    Si 

Vjn =  

  ∑Si 

 

 

17904,0
7845,2

0,49854

1 V  









 2454,0

7845,2

0,68332

2V  

15058,0
7845,2

0,41928

3 V  

15587,0
7845,2

0,43401

4 V

 

26911,0
7845,2

0,74935

5 V  

Based on calculations above the decision support 

system in selecting the best students, the best value 

is the chosen alternative can be seen in Table 10: 

 

Table 10: Ordering Results and WP Method Calculation 

No Student's name Rank 
Value of Calculation 
Results 

1 (A5) Marisa Nurul Atika 1 0,26911 

2 (A2) M. Khairul Hayat Tarigan 2 0,2454 

3 (A1) Prasetyo 3 0,17904 

4 (A4) Yuliana Safitri 4 0,15587 
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5 (A3) Herdiani Syahputri 5 0,15058 

Based on the results of calculations and results of 

sorting out the WP method above that students who 

are selected to be the best students are looking at the 

highest score, the best choice is the A5 alternative, 

Marisa Nurul Atika with a value of 0.26911 who is 

the best student. 

 

5 CONCLUSION 

From the results of the analysis and discussion that 

has been carried out, the conclusions can be taken as 

follows: 

1. The technique for implementing the best student 

selection is determined based on conditions 

such as report cards, attendance, attitudes, skills 

and achievements. 

2. The process of selecting the best students in this 

study uses the Weighted Product (WP) method 

which helps in making decisions from several 

alternatives that must be taken with the criteria 

into consideration. 

3. There are six forms in this system: login form, 

admin main menu form, student data input 

form, criteria weighting form, WP method 

process form. So that it can facilitate the school 

in the process of selecting the best students and 

the data produced is more effective and 

efficient. 

4. This decision support system needs to be 

developed with other methods such as Fuzzy 

Multi Criteria Decission Making (FMCDM), 

Weighted Product (WP) and others. 
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Abstract: Extant studies highlight that accounting anxiety is as an individual fear or fear of accounting in terms of 
understanding accounting concepts, applying economic events by completing the accounting cycle, 
preparing final accounts, interpreting, analyzing, and communicating financial information useful for 
decision-making purposes. this study to ascertain whether there is a difference between accounting and non 
accounting educational students Unimed accounting and what factors influence it. Seen from the 
independent sample t test found that T test table is 2,0024 and the sig value is 0, 30 <0, 05 which means that 
there are differences in accounting anxiety. then there are 4 factors that affect accounting anxiety that is 
cognitive anxiety, anxiety, confidence, and doubt seen from result of factor analysis test. The population in 
this study are students of Accounting Education and Non-Education Accounting Student, Faculty of 
Economics Unimed of batch 2015 that were engaged in academic year of  2017/2018. The sampling 
procedure used a Purposive Random Sampling. The sample in this study consisted of 60 samples taken 
summed up from 30 samples representing each department as respondent. 

1 INTRODUCTION 

Accounting in general has been widely known as a 
discipline that studies measurement, reporting or 
assurance providers regarding financial information 
that will help managers, investors, tax authorities 
and other decision makers in policy making. who 
can provide financial and non-financial effects in 
companies, organizations and government 
institutions. Mastery of the competencies in question 
makes accountants as one of the professions that 
have bright career prospects in the professional 
world. So that helped make the accounting 
department as one of the most popular study 
programs by the majority of high school (SMA) 
graduates. This can also be seen from the graph of 
specialization of study programs at Universitas 
Negeri Medan (UNIMED) which places the 
Accounting and Accounting Education study 
programs in the top 10 (ten) study programs of 
favorite choice of high school graduates in the last 
five years. 

However, mastering the competencies related to 
accounting at the tertiary level has its own 

challenges and obstacles that must be a serious 
concern for policy makers in increasing the added 
value of graduates. Zakiah (2013) specifically 
criticizes that accounting education that has been 
taught at high ranking tends to be impressed as a 
mechanism-oriented knowledge in general, which is 
inversely proportional to the practices actually faced 
in the world of work later. Identical conditions are 
also found in the teaching and learning process in 
classrooms where relative students perceive 
accounting knowledge as a difficult science with 
mastery and memorizing demands for accounting 
accounting techniques that make student accounting 
competencies less optimal (Franco and Roach , 
2017; Duman et al., 2015; Buckhaults and Fisher, 
2011; Malgwi, 2004). 

The need to find the best and practical 
formulation to make accounting as a fun discipline 
both in theory and practice is a central implication in 
this study. The complexity of accounting science 
coupled with the dynamics of racing against time in 
learning process materials related to accounting 
without realizing it makes PBM static and 
procedural for students and lecturers. Analysis of 
accounting anxiety to these two objects (students 
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and lecturers) becomes important and 
comprehensive to be studied in depth so that it can 
make a significant contribution to improving the 
output of alumni who have added value, especially 
in facing the demands of the workforce. In addition, 
in a more general and sustainable context, by 
identifying and analyzing anxiety accounting 
educators can also provide input for relevant policy 
making to improve pedagogical and professional 
competence of accounting lecturers and accounting 
education, especially in the UNIMED environment. 
Reviewed from an epistemological point of view; 
The structure and method of this research refers to 
the Processing Efficiency Theory which is the basis 
for thinking in associative and comparative testing 
between accounting anxiety and academic 
performance in accounting students and educators in 
the UNIMED environment. 

Implementation of standard lectures / PBM at 
UNIMED based on the Indonesian National 
Qualifications Framework (KKNI) which is directed 
to improve student competence through six ways 
called 6 (six) tasks, namely: routine assignments, 
textbook reviews, academic journal reviews (critical 
journal report), idea engineering, mini research and 
project since the 2016/2017 academic year also 
brought important issues in this study, This is due to 
relatively different preparations in the pre and post 
implementation of learning process under KKNI 
standards what is meant is particularly good among 
UNIMED's lecturers and accounting students so that 
it also influences the accounting anxiety profile in 
the two study objects in question. However, as far as 
the proposer team's knowledge is concerned, there 
have been no relevant studies in analyzing the 
effectiveness of the standard implementation of IQF-
based lectures on accounting anxiety among students 
and accounting lecturers. 

This study focuses on the analysis of accounting 
anxiety (Accounting Anxiety) and the application of 
the KKNI-based lecture standard on UNIMED 
accounting education students based on an empirical 
study of the Perspective of the Processing Efficiency 
Theory aimed at: 

(1) explore factors relevant to accounting anxiety 
among students in accounting education study 
programs; 

(2) reviewing accounting anxiety profiles among 
students in accounting study programs and 
accounting education; 

(3) analyze differences in accounting anxiety 
among students in accounting study programs and 
accounting education; and 

 
 

Accounting Anxiety: Definition and Impact on 
Academic Performance of Students and 
Accounting Educators 
Prior studies have highlighted the role of anxiety as 
one of the main obstacles in achieving individual 
academic performance (see Franco and Roach, 2017; 
Duman et al., 2015; Buckhaults and Fisher, 2011; 
Malgwi, 2004 and; Ameen et al., 2002). Although 
there is not yet one standard definition of accounting 
anxiety - given that the majority of empirical 
literature and studies are dominated by research in 
the field of computer anxiety - but does not deny the 
fact that users (accounting), especially at the level of 
higher education also experience anxiety conditions 
that are identical with conditions on computer 
anxiety and similar anxiety in other fields of science 
such as mathematics, chemistry, and language 
(Malgwi, 2004). When the intended accounting user 
is a student and educator / lecturer experiencing 
anxiety in learning process, it will have a negative 
impact on their academic performance related to the 
field of accounting science. 

Epistemologically, this phenomenon is 
specifically reflected in processing efficiency theory 
by Eysenck and Calvo (2002). Processing efficiency 
theory articulates anxiety as a concern that comes 
from two interrelated forms of anxiety: emotional 
state anxiety and innate anxiety (anxiety trait) which 
has implications for decreased motivation in 
completing a job and aversive behavior. According 
to Eysenck and Calvo (2002), decreasing motivation 
in completing tasks that are sometimes followed by 
unpleasant behavior activities will ultimately have a 
direct impact on the decline in individual 
performance which confirms a significant 
correlation between anxiety and performance. 

In this study, the definition of accounting anxiety 
that is relevant to the theory of processing efficiency 
refers to the terminology developed by Malgwi 
(2004). The terminology in question defines 
accounting anxiety as fear and / or concern of 
individuals involved in accounting science in terms 
of understanding accounting concepts, completing 
the accounting cycle, interpreting, analyzing, and 
communicating financial information that is useful 
for decision-making purposes. In addition, Malgwi 
(2004) argues that accounting anxiety also includes 
conditions of fear and / or concern in the use of 
applicable accounting software, taking part in public 
accountant certification (CPA) and other accounting 
concentration certifications that describe anxiety. 
accounting for professional accountants. Concern 
about failure to achieve the ideal level of 
professional competence caused by failure and 
negligence in achieving these professional 
certifications is one form of accounting anxiety 
experienced by educating accountants. 
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Based on the premise that has been described in 
the previous paragraph, this research underlines 
accounting anxiety and its role in academic 
performance / performance which is viewed from 
the perspective of students (Franco and Roach, 
2017; Duman et al., 2015; Malgwi, 2004) and 
accounting educators (Ameen et al., 2002). Through 
an integrative study of accounting anxiety from two 
perspectives: students and educators can provide 
comprehensive and complementary studies in 
reducing the negative impact of accounting anxiety 
in real terms. Thus, with a decrease in accounting 
anxiety, especially in PBM, it will provide a 
significant stimulus to academic achievement on 
both sides. 

 
Accounting Anxiety and Performance of PBM 
Pre and Post Implementation of Standards for 
Lectures based on IQF at UNIMED 
Quoted from the official UNIMED page 
(https://www.unimed.ac.id/2016/09/13/unimed-
susun-standar-perkuliahan-kurikulum-kkni/) the 
implementation of the KKNI-based lecture standards 
has begun since the odd semester lecture process for 
new students in the 2016/2017 academic year. The 
special character of this KKNI-based lecture 
standard involves aspects of knowledge, skills and 
attitudes. As stated by the UNIMED Chancellor, 
Prof. Dr. Syawal Gultom, M.Pd., through the 
implementation of lecture standards based on the 
KKNI. student competence will be fostered through 
six ways called 6 (six) tasks, namely; routine 
assignment, critical book report, critical journal 
report, idea engineering, mini research and project. 

The legal basis in the drafting of the lecture plan 
designed refers to Permenristekdikti Number 44 of 
2015. In article 12 it is stated that the semester 
lecture plan is established and developed by 
lecturers independently or jointly in the expertise 
group of a field of science and / or technology in the 
study program. The design of the lecture standard 
for this KKNI curriculum will be the reference for 
all lecturers in designing, implementing and 
evaluating the lecture process carried out in the 
class. This is intended to accelerate advanced 
campus performance which must have lecture 
standards with special autonomy to the lecturers to 
arrange according to the characteristics of their 
respective studies. If there are already standards for 
planning, implementing, and evaluating, the lecturer 
can only develop it to be carried out in lectures. 
These six tasks become a new pattern in the lecture 
process that will be applied by lecturers in the odd 
semester of the 2016/2017 academic year. The 
UNIMED Chancellor reaffirmed that there is no 
single subject that is not appropriate when applied to 
these six tasks. Logical and practical justification of 

the application of the six tasks basically because all 
subjects must have a source / literature, in the form 
of books, journals and related research results. 

Furthermore, the implementation of the standards 
of lectures based on IQF provides a special 
challenge for students and educators in the 
UNIMED environment. In particular, this demand 
has relatively had an impact on the increase in 
significant academic anxiety compared to the 
previous application of lecture standards that were 
conventionally focused on students (student learning 
center / SCL). However, there is no scientific study 
that can provide empirical evidence of this 
hypothesis. Thus, the initiative to investigate the 
effect of accounting anxiety on the implementation 
of the IQF-based lecture standards for each student 
and accounting education at UNIMED will provide 
meaningful PBM evaluations to improve the 
implementation of the IQF-based lecture standards 
on an ongoing basis in the intended scientific field. 

2 METHODOLOGY 

2.1 Research Method 
This study uses research methods using a 
quantitative approach and the type of research is 
explanative which is comparative, this method is 
used to explain differences and factors that influence 
the variables contained in the study (Sugiyono, 
2007). 

Factor analysis is an analysis that aims to find 
the main factors that most influence the dependent 
variable from a series of tests conducted on a series 
of independent variables as a factor. Especially for 
Factor Analysis, the following assumptions must be 
met: 
1. Correlation between Independent variables. The 

correlation or correlation between independent 
variables must be strong enough, for example 
above 0.5. 

2. Partial Correlation. The magnitude of the partial 
correlation, the correlation between the two 
variables by considering the other variables, 
must be small. In SPSS detection of partial 
correlations is given through the Anti-Image 
Correlation option. 

3. Testing all correlation matrix (correlation 
between variables), measured by the Bartlett 
Test of Sphericity or Measure Sampling 
Adequacy (MSA). This test requires a 
significant correlation between at least a few 
variables. 

4. In some cases, the assumption of normality of 
the variables or factors that occur should be 
fulfilled. 
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2.2 Population and Samples 
The population and sample in this study were 
Accounting Education students and Non-Accounting 
Education students, Unimed Faculty of Economics 
for the 2015 academic year 2017/2018 in the even 
semester. The reason researchers conducted research 
in the 2015 class because according to the 2015 
scholarship students had taken accounting courses as 
a whole so the researchers wanted to know the level 
of anxiety about the accounting subject. The 
sampling method is done by using Purposive 
Random sampling. The sample in this study 60 
samples taken from 30 samples representing each 
department as respondents to be given a 
questionnaire (questionnaire). 

3 RESEARCH METHOD 

Descriptive Statistics from Questionnaire 
Table 1: Questionnaire 

No Indicators Accounting 
Education 
Students of 
2015 

Accounti
ng 
Students 
of 2015 

1 Learning accounting 
provides an interesting 
challenge 

4,2333 4,1667 

2 Learning accounting can 
improve my competence 
as a student and 
prospective worker in 
the future 

4,1333 3,9000 

3 I don't like learning 
accounting because the 
lessons are not fun and 
difficult for me 

3,7667 3,7333 

4 I feel the difficulty in 
understanding the 
accounting system is 
working / functioning 

3,9667 3,7667 

5 I think learning to 
understand accounting 
can make me a 
productive individual 

3,6333 3,6333 

6 I feel uncertain about 
my ability to present, 
analyze, translate 
financial reporting. 

3,9000 3,6000 

7 I am very excited to 
present, analyze and 
translate accounting 
reports 

3,4000 3,2000 

8 I'm sure I'm not 
sure that I will be able 
to study the accounting 
system 

3,8000 3,6667 

9 I am confident with 
myself, that I can study 
and study accounting I 
will get accounting 
expertise 

4,0000 3,8667 

10 I think everyone will be 
able to activate the 
application of 

3,9000 3,8000 

accounting information 
systems if they have 
motivation and practice 
what they have learned.

11 Learning accounting 
will give new skills, the 
more you practice the 
better the results.

4,4000 4,1000 

12 I began to worry about 
using accounting 
software, I would 
become dependent on 
the software and lose 
my analytical skills.

3,7667 3,4333 

13 I am sure that the more I 
practice with accounting 
software, the more I will 
get used to using it as I 
do now using software

3,6000 3,3667 

14 In my opinion, I will be 
able to complete my 
competence with the 
demands of the 
accounting profession / 
accounting education 
profession.

3,6333 3,4000 

15 I am worried that if I 
apply the wrong 
accounting principles, I 
will be able to cause the 
resulting financial 
statements to be wrong

3,4667 3,2667 

16 I am hesitant to use 
accounting software for 
fear of making a 
mistake and I cannot 
correct the error

3,1000 3,2333 

17 People who can 
understand transactions 
- adjusting journal 
accounting transactions 
in completing an 
accounting cycle are 
smart people

3,4333 3,4667 

18 If I get a chance I will 
study and practice the 
use of accounting 
software.

3,4667 3,7333 

 
Difference in Accounting Anxiety Test 
Data Normality Test 
The purpose of the data normality test is to 
determine the distribution of data in the accounting 
anxiety variable that will be used in this study. 
 If the significance value is <0.05, the data is not 

normally distributed 
 If the significance value is> 0.05, the data is 

normally distributed 
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Table 2: Data Normality Test 

 
From the results of the table above seen from 
Shapiro-wilk significance value> 0.05, it can be said 
that the data is normally distributed. 
 
Homogeneity Test 
To test the homogeneity of the data is used to 
determine whether variant 2 is the same or different 
population. 
/ 

Table 3: Homogeneity Test 

 
If the significance value > 0.05, the data used is 
homogeneous. After the data is normally distributed 
and homogeneous then conducted an Independent 
Sample T Test to see the differences in accounting 
anxiety of accounting education students with 
accounting non-education. 
 
Independent Sample T-Test 
In this study the aim is to compare two sample 
groups, each of which is different so that there are 
indications to direct researchers to use statistical test 
methods, namely Independent Sample T-Test 
(Ghozali, 2009). 
 

Table 4: Independent Sample T-Test 

 
Basic Decision Making in T Test 
 H0 is accepted and H1 is rejected if the value of 

t-counts < t-table or if the value of sig > 0.50 
 H0 is rejected and H1 is accepted if the value of 

t-counts > t-table or if the value of sig < 0.50 

Based on the results of the analysis found that 
there are differences in accounting anxiety between 
students of Accounting Education with Non-
Education Accounting, seen from the 2-tailed sig 
value in the Independent Sample T Test of 0.030 
which means <0.05. 

After finding the difference, the researcher 
continued the research to examine the factors that 
influence the accounting anxiety, namely by using 
the factor analysis test below. 
 
Factor Analysis 

 
Table 5: Factor Analysis 

 
Correlation matrix is considered to be 

interrelated when the determinant is close to 0. The 
determinant results are close to 0. The calculation 
results show a value of 0.164. This value is close to 
0, with the correlation matrix between the 
interrelated variables. 

We tested the assumption of factor analysis one 
by one before the factor analysis test is carried out. 

 
Table 6: KMO and Bartlett’s Test 

 
Correlations between independent variables, in 
factor analysis, must be> 0.5 with significance 
<0.05. The significance of the research is 0,000. 
From the results above obtained KMO value of 
0.612 which means greater than 0.5. Meanwhile, the 
significance generated from Bartlett's Test of 
Sphericity is 0,000. With the results above, it can be 
said that the variables and samples used allow for 
further analysis. 
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Table 7: Correlations between independent variables 

 
Furthermore, to see the partial correlation can be 

observed Anti-Image Matrices table. The value 
considered is MSA (Measure of Sampling 
Adequacy). MSA values range from 0 to 1, with the 
following conditions: (Santoso, 2006: 20) 
1. MSA = 1, variables can be predicted without 

errors by other variables. 
2. MSA> 0.5, the variables can still be predicted 

and can be analyzed further. 
3. MSA <0.5, variables cannot be predicted and 

cannot be analyzed further, or excluded from 
other variables. 

Based on the results of the MSA above, all 
independent variables can be further analyzed 
because each value is> 0.5. 
 
Factors Grouping 

 
Table 8: Factors Grouping 

 
This research effort is to determine whether 
independent variables can be grouped into one or 
several factors. The purpose of the variable 
explanation by the factor is how much that will later 
be able to explain the variable. For this reason, you 
should see the Communalities table. The result is a 
factor capable of explaining the variable because the 
average explanation is above 50% then the fixed 
factor will be determined. 
Possible Factors Formed 
In order to determine how many factors that might 
be formed can be seen in the Total Variance 
Explained table. 

Table 9: Total Variance Explained 

 
Components range from 1 to 9 representing the 
number of independent variables. Pay attention to 
the Initial Eigenvalues column which we determine 
the value of SPSS 1. The variance can be explained 
by factor 1 is 2,518 / 9 x 100% = 27,976. Factor 2 is 
1,581 / 9 x 100% = 17,563. factor 3 is 1,202 / 9 x 
100% = 13, 351%. While factor 4 is 1,034 / 9 x 
100% = 11,484. And, the total of the four factors 
will be able to explain the variables of 27,976% + 
17,563% + 13,351% + 11,484% = 70,375%. Thus, 
because the value of Eigenvalues is set to 1, the total 
values to be taken are those> 1 namely components 
1, 2, 3, and 4. 
 
Factors Loading 
After we know that the maximum factor that can be 
formed is 4, then we determine each independent 
variable will be in factors 1, 2, 3 or 4. How to 
determine it is to look at the Component Matrix 
table as follows: 

 
Table 11: Factors Loading 
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Table 12 :Rotated Component 

 
In determining input variables to certain factors 
follows the magnitude of the correlation between 
variables with factors, namely to the large 
correlation. Seen in the Rotated Component Matrix 
table, thus the member factors and variables are: 
Factor 1: 
a. I feel the difficulty in understanding the 

accounting system is working / functioning. 
b. I think learning to understand accounting can 

make me a productive individual 
Factor 2: 
a. I am worried that if I apply the wrong 

accounting principles, I will be able to cause the 
resulting financial statements to be wrong. 

b. Learning accounting can improve my 
competence as a student and prospective worker 
in the future. 

c. People who can understand transactions - 
adjusting journal accounting transactions in 
completing an accounting cycle are smart 
people. 

Factor 3: 
a. I feel uncertain about my ability to present, 

analyze, translate financial reporting. 
b. I am confident with myself, that I can study and 

study accounting I will get accounting expertise. 
Factor 4: 
a. I don't like learning accounting because the 

lessons are not fun and difficult for me. 
b. I'm sure I'm not sure that I will be able to study 

the accounting system. 
 
 
 
 
 
 
 

Table 13 : Component Transformation Matrix 

 
As the final step of determining factors, you can 

see the following Component Transformation Matrix 
table: Factors 1, 2, 3 and 4 have a correlation of > 
0.5 which means that they are quite strong. Thus it 
can be said to be appropriate to summarize the 9 
independent variables. 

It has been obtained that there are 4 factors 
formed, namely Factor 1, Factor 2, Factor 3 and 
Factor 4. 

Factor 1 contains variables in the form of 
cognitive anxiety. Observing from a cognitive 
perspective, it is appropriate to recognize that 
anxiety can have an adverse or negative effect on 
student learning and performance. Students have 
varying degrees of anxiety because they are different 
when asked to use them, for example computers to 
perform tasks (Burket et al. 2001). 

Factor 2 contains the anxiety variable. The 
creation of anxiety consists of various problems and 
mostly depends on the subject matter. Emphasis is 
placed on accounting educators to embrace the use 
of technology to make accounting and technology 
more comparable. For example, previous research 
on computer anxiety was associated with various 
types of learning styles (Bozionelos 1997). 
Therefore, in order to improve student performance, 
various types of training or private tutoring are 
needed to reduce computer anxiety (Broome and 
Havelka 2002). 

Factor 3 contains variables that are self-
confidence. Confidence is the ability of individuals 
to understand and believe in all their potential so that 
they can be used in the face of adaptation to their 
environment. 

Factor 4 contains a doubtful / doubtful variable 
which in the Big Indonesian Dictionary (KBBI) 
means that in a state of uncertainty (in making 
decisions, making choices) or in doubt. 

4 CONCLUSIONS 

Based on the results of the analysis it can be 
concluded that there are significant differences in 
accounting anxiety among students of education and 
Non Accounting Education Medan State University. 
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It was seen in the independent sample T test that it 
was found that the T test table was 2.0024 and the 
sig value was 0, 30 <from 05.05. 

Then the result is that there is a significant 
difference in accounting anxiety among students in 
Accounting Education and Non Accounting 
Education at UNIMED. There are 4 factors that 
affect accounting anxiety: 
1. Cognitive Anxiety 
2. Anxiety 
3. Self Confidence 
4. Doubt 

Future studies are suggested to explore more 
deeply and add other variables, for example: 
previous experience, GPA, gender, and so on. And 
also researchers who use qualitative are advised to 
dig deeper about the substance of research material 
related to accounting anxiety itself.  
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Abstract: Economic education students as prospective teachers and the academic community are expected to help the 
government educate taxation to the community. But so far there are still many students who complain that 
taxation is a difficult subject. Because of the many types of taxes and calculation methods. This study will 
test problem based learning based learning modules in taxation courses. This research was conducted to 
disseminate problem based learning based modules from previous studies that can be used by students 
studying independently. Students understand various types of taxes and how to calculate the amount of tax 
imposed on individuals and entities, so they can provide education back to the community. This study uses 
the 4D (four-D models) model. Four-D model development consists of 4 main stages, namely: 1) define 
(determine material), 2) design (design), 3) develop (development), and 4) dessiminate (dissemination), 3 
stages have been carried out in previous research so has produced a valid module and can be used for the 
final stage of deployment. The dissemination of taxation modules based on problem based learning tests the 
practicality and effectiveness of modules. From the results of this research, a problem based learning 
module is generated in the course of taxation which is quite valid, practical and effective. The practicality 
value of the module by students is 81.11% and the module can be categorized as practical in the learning 
process. The activity value of students from five categories observed in the learning process is 80.97% and 
the module can be categorized as effective. Students as prospective teachers and the academic community 
are expected to assist the Director General of Taxes in educating taxation to the public in order to increase 
public awareness and help the public to do tax calculations and reporting which will increase the tax payer 
ratio and increase tax revenue for the state in order to support development. 

1 INTRODUCTION 

Tax based on legal views is an agreement that arises 
because of the law which causes the obligation of 
citizens to deposit a certain amount of income to the 
state. Tax is an obligation for every citizen who has 
been regulated by the Law, because almost 80% of 
the state income sources come from taxes, thus 
making the government through the Directorate 
General of Taxes persistent to collect taxes from the 
public. 

Education about the importance of taxes needs to 
be done, in order to increase public awareness and 
compliance in paying taxes and can reduce tax 
avoidance practices (tax avoidance) and tax evasion. 
Higher education has a strategic role in improving 
human resources. Many students think that taxation 
is a difficult subject, this can be seen from the low 
understanding of the material obtained by students 

based on formative values. Factors that influence 
material understanding are learning intensity and 
learning facilities. Good understanding and learning 
facilities are needed in mastering the material. 
Learning facilities are complete learning tools both 
at home and on campus. One facility that supports 
learning intensity is teaching materials in the form of 
interactive lecture modules / books. 

Based on observations of researchers in the field, 
the presentation of modules used by students in the 
form of material that is monotonous. So that students 
feel bored and less motivated to learn. Departing 
from this problem the use of problem based learning 
based learning modules is one alternative in 
overcoming these problems. The use of Problem 
based learning based learning modules aims to 
increase student involvement actively in the learning 
process. The use of this learning module is expected 
to increase student competence in understanding 
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material and learning independently without the help 
of a facilitator. 

Preparation of problem based learning based 
learning modules has begun with previous research. 
From the results of previous studies it has been 
produced problem based learning modules with 
content material, language and design that are valid 
for use by students in taxation subjects. By 
presenting the problem based learning module, 
students are expected to be able to solve whatever 
problems they face. 

2 THEORICAL FRAMEWORK 

a. Learning Module 
Modules are a set of teaching materials that are 
presented systematically so that users can learn 
independently or without a facilitator / teacher. 
Thus, a module can be used as teaching material 
instead of the teacher's function. The teacher has the 
function of explaining material with sound. A 
module must be able to explain material with 
communicative language for students according to 
their level of knowledge and age. Modules are a way 
of organizing subject matter that takes into account 
the function of education. The strategy of organizing 
learning material contains squencing which refers to 
the making of the sequence of presentation of 
subject matter, and synthesizing which refers to 
efforts to show students the relationship between 
facts, concepts, procedures and principles contained 
in the learning material. To design learning material 
capability categories that can be learned by students, 
namely verbal information, intellectual skills, 
cognitive strategies, attitudes, and motor skills. The 
strategy of organizing learning material consists of 
three stages of the thinking process, namely the 
formation of concepts, interpretation of concepts, 
and application of principles (Santyasa: 2009). 

According to Sanjaya (2010: 332-333), the 
purpose of using modules in the learning process is 
as follows; (a) Increasing the effectiveness and 
efficiency of achieving educational and teaching 
goals, (b) Encouraging students to be more active in 
independent learning, (c) So that the learning 
process does not rely too much on the teacher, 
meaning that there are or not teachers ) Learners can 
find out the results of self-learning in an advanced 
manner, (e) Learners can know the results of their 
own learning on an ongoing basis, and will know 
where their own weaknesses are. 

According to the Ministry of National Education 
(2008b: 3-4) a module can be said to be good and 
interesting if there are characteristics as follows; (a) 
Self Instructional, that is through the module, 

someone or participant learns to be able to teach 
themselves, not dependent on other parties, (b) Self 
Contained, that is, all learning material from one 
competency unit or sub-competency studied is 
contained in one module as a whole The aim is to 
provide the opportunity for learners to learn the 
learning material that is complete, because the 
material is packaged into one whole unit, (c) Stand 
Alone (stand alone) ie the module developed is not 
dependent on other media or does not have to be 
used together with other learning media, (d) 
Adaptive modules should have high adaptive power 
to the development of science and technology, (e) 
User Friendly; the module should be friendly with 
the wearer. Information that appears is helpful and 
friendly to the wearer, including the ease of the user 
in responding, accessing as desired. The use of 
language that is simple, easy to understand and uses 
general terms. 
 
b. Problem Based Learning 
The problem based learning (PBL) learning model 
known as the problem-based learning model is a 
learning model that uses real problems encountered 
in the environment as a basis for gaining knowledge 
and concepts through critical thinking skills and 
solving problems. The application of the PBL model 
can help create learning conditions that originally 
only transfer information from lecturers to students 
to the learning process which emphasizes 
constructing knowledge based on understanding and 
experience gained both individually and in groups. 
The problems raised in PBL are real problems in the 
field. 

PBL is a learning method that uses problems as a 
first step in collecting and integrating new 
knowledge. According to Hmelo-Silver & Barrows 
in Fakhriyah (2014) states that the problems raised 
in PBL learning do not have a single answer, 
meaning that students must be involved in 
exploration with several solution paths. 

Problem Based Learning learning model shapes 
students' thinking abilities that are truly optimized 
and developed to be able to solve real problems. 
Based on Trianto's opinion (2010: 90) said that 
"Problem based learning model is a learning model 
that is based on the many problems that require 
authentic investigation, namely investigation that 
requires real solutions to real problems". 

Problem Based Learning learning has a purpose 
in its application in the learning process. As for 
Suyanto and Jihad (2013:154) argues that: Problem-
based learning is designed to (a) help students 
develop thinking skills and problem solving skills, 
(b) learn the role of adults authentic, and (c) 
becoming independent learners. The aim of using 
this model is to provide students with the basic 
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abilities to be able to solve the problems they face. 
With Problem Based Learning learning can direct 
students to be able to solve problems scientifically 
by using critical thinking patterns, reflective, 
rational and innovative. So that it can be applied in 
the process of solving problems related to everyday 
life. 
 
c. Tax 
Soemitro dalam Resmi (2013), said that: "Tax is a 
people's contribution to the state treasury based on 
the law (which can be forced) by not receiving 
reciprocal services (contra) that can be directly 
shown, and which are used to pay for public 
expenses". Meanwhile, based on Law Number 16 of 
2009 concerning General Provisions and Procedures 
for Taxation in Article 1 point 1, it states that: "Tax 
is a compulsory contribution to the State owed by an 
individual or an entity that is compulsory under the 
law by not receiving compensation directly and used 
for the purposes of the State for the greatest 
prosperity of the people ". Based on the tax 
definition above, it can be concluded that the tax 
must have 4 (four) elements, namely contributions 
from the people to the state, based on the law, do not 
get lead or counter-direct services and are used to 
finance state households. 

From the elements inherent in the definition of 
tax, there are two functions of tax collection, 
namely: 1. Budgetair function, where taxes are a 
source of state income. 2. Regular function, where 
tax as a source of income can also be used as a 
regulator in various aspects, such as social, 
economic, cultural and income distribution. 
 
d. Learning achievement 
Learning is a process of changing behavior as a 
result of interaction with the environment. 
According to Slameto (2013:2) "Learning is a 
business process carried out by someone to obtain a 
change in new behavior as a whole, as a result of his 
own experience in interaction with his environment" 
Sardirman (2011:19) says that "Learning is always a 
change in behavior or appearance, with a series of 
activities such as reading, observing, listening, 
imitating and so forth". 

Sagala (2012:50) says that "The essence of 
learning seen from psychology is a change in 
maturity for students as a result of learning while 
viewed from the process is the interaction between 
students and educators as a learning process". It can 
be said that learning is a process of change in 
behavior experienced by students and the results of 
changes in behavior that can be said to be the result 
of learning. In accordance with the opinion of 
Purwanto (2011:24) who said "Learning is a change 
in behavior so that learning outcomes are the result 

of behavioral changes. Learning outcomes are 
behavioral changes due to the educational process in 
accordance with educational goals ". Sudjana 
(2009:22) states "Learning outcomes are abilities 
possessed by students after he receives his learning 
experience". In addition, Suprijono (2010:5) says 
"Learning outcomes are patterns of actions, values, 
understandings, attitudes, appreciation and skills". 

3 RESEARCH METHOD 

a. Research Approach 
Based on the purpose of the research is to produce a 
problem based learning based learning module that 
is valid, practical, and effective, this research 
approach is development research. According to 
Putra (2012: 70) research and development is a 
systematic study of scientific knowledge that is 
complete or understanding of the subject under 
study. The development model and development 
procedures are as follows: Development Model, this 
study uses a 4D model (four-D models). According 
to Thiangarajan in Trianto (2011: 184) the 
development of a four-D model consists of 4 main 
stages, namely: 1) define (determine the material), 2) 
design (design), 3) develop (development), and 4) 
dessiminate (spread). 

In this study only carried out until the develop 
stage, the desseminate stage was not carried out. 
Development Procedure, this module was developed 
using the four D (4-D) model, namely defining, 
designing, developing and disseminating stages. 

The module design steps can be specified as 
follows: develop. This stage aims to produce a 
practical and effective problem based learning based 
learning module. The development phase includes: 
1. Practicality. After the test phase the validity is 

revised and then tested to find out the 
practicality. Practicality is the practicality of the 
module when used in the learning process. This 
activity aims to determine the extent of ease of 
use, benefits and efficiency of learning time 
using problem based learning based modules. 
The practicality of the module is assessed by 
lecturers (colleagues). The lecturer gives an 
assessment of the problem-based learning 
module that is easy to use in the learning 
process and can help lecturers in the learning 
process. Practicality by students to see 
convenience for students in the learning process 
by using problem based learning based 
modules. 
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2. Effectiveness. The assessment of the 
effectiveness aspects of the taxation module 
based on problem based learning is the result of 
cognitive evaluation, namely the results of 
student learning tests and student activities 
during the learning process. 

 
b. Location and Research Subjects 
This research was conducted at the Faculty of 
Economics, Medan State University. The research 
subject of developing a problem based learning 
based learning module that is valid in taxation 
courses is the students studying Economics 
Education, Faculty of Economics, Medan State 
University. The criteria used as location selection 
and research class are the conditions of students who 
are in accordance with the needs of researchers 
where the class has never used problem based 
learning based learning modules. 

 
c. Technique and Data Collection Tool 
Tools or instruments are one of the tools for data 
collection. The means of collecting data in this 
development research is a questionnaire. 
Questionnaires are used to obtain practicality data 
and learning evaluation results to see effectiveness 
data. The research instruments developed for data 
collection in research are instruments of practicality 
and effectiveness. 

The type of instrument that will be developed to 
assess the modules that have been compiled is to use 
practical sheets. Practical sheets contain aspects of 
assessment which include ease of use 
(learnability),effectiveness,effectiveness of time. 
This effectiveness instrument is used to collect data 
to see the effectiveness of the module in the learning 
process. Effectiveness instrument consisting of: 
Student Activity Observation Sheet 

The observation sheet of student activities is 
used to obtain data about student learning activities 
during the learning process. Observations were made 
by 1 observer. Recording of observations is carried 
out in accordance with predetermined indicators.  

The categories of student activities by observers 
are as follows: 
a) Read the module and do problem orientation 
b) Students ask questions while taking lessons 
c) Answering questions from lecturers and from 

other students 
d) Summarizing learning outcomes 
e) Answering exercises and understanding tests 
f) (modified from Trianto, 2012: 368-369) 

 
 

d. Learning outcomes 
Evaluation of student learning outcomes is done 

by means of a final test, to see students' 
understanding of problem based learning based 
modules. 

 
e. Data Analysis Technique 
Practical Data Analysis 
To analyze the practicality of the module is based on 
questionnaires given to lecturers (colleagues) and 
students. Questionnaires are arranged on a Likert 
scale with a positive category. Positive statements 
get high weight with details as follows: 
a. a.very good (SB) with weight 5 
b. b.good (B) with weight 4 
c. c.enough (C) with weight 3 
d. d.less (K) with weight 2 
e. bad (J) with weight 1 

By using a modified formula from (Lubis, 
2009:87). 

Degree	of	achievement
∑

∑ 	 	highest	scale
	100 

Modified 

Degree	of	achievement
∑ each	item

∑highest	score
	100 

The level of achievement of the module practicality 
category uses the classification in the table below. 

 
Table 1: Module Practical Level Table 

No Performance 
Achievement (%) 

Category 

1 90-100 very practical 

2 80-89 practical  

3 65-79 quite practical 

4 55-64 less practical 

5 0-54 very less practical

The module is said to be practical if it has reached a 
level of practicality above 80%. (Lubis, 2009: 87) 
 
Effectiveness Test Data Analysis 
Effectiveness observed from the analysis of student 
learning outcomes is the cognitive learning 
outcomes. Determining student completeness 
(individuals) can be calculated using the following 
equation: 

%100x
Tt

T
KB   

KB = Mastery Learning 
T = Number Of Score 
Tt = Total Score 
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%100x
N

F
P 

 
Information: 

P =  Percentage of student activities 

F =  Frequency of active student 

N =  Total of student 

Data on the percentage of student activities obtained 

grouped according to the following criteria: 

 

81% - 100% = very active 

61% - 80% = active 

41% - 60% = quite active 

21% - 40% = less active 

0% - 20% = very less active 

Modules are said to be effective if students meet the 

criteria of 41% -100%. 

4 RESULS AND DISCUSSIONS 

Use Module 
The problem based learning module limited trial is 
conducted on Regular B class students in Economic 
Education Study Program, Faculty of Economics, 
Medan State University. The test serves to assess the 
practicality of the module by students as module 
users. The effectiveness of the module can be seen 
as activity or student activities during the learning 
process using modules. In addition, it is also an 
evaluation to see student learning outcomes. 
 
Module Practicality 
Module practicality assessment is assessed by 
students as module users. The problem based 
learning module practicality is assessed by the 
Regular B class students of the Economic Education 
study program who are also the subject of module 
trials. After the assessment of the module based on 
problem-based learning practices by students, data 
analysis was then carried out. The results of data 
analysis can be seen in the table below. 
 

Table 2: Practicality Results 
N
o 

Variable Achievemen
t rate (%) 

Category 

1 Learnabilit 80,53 practical 
2 Efficiency 80,18 practical 
3 effectivene

ss of time 
82,63 practical 

Average 81,11 practical 

The results of practical assessment data analysis by 
Regular Class B students of Economic Education 
Study Program and also as the subject of problem-
based module based testing consisting of three 
variables, namely 1) Learnability with derjad 
achieving 80.53% categorized as problem based 
learning based modules practical for users, 2) 
80,18% efficacy with alphabet is practically used in 
the learning process, 3) effectiveness of time with 
alphabetical achievement of 82,63% categorized as 
practical problem-based learning modules can 
streamline the time in the learning process. The 
practical value of modules by students achieving 
81.11% and modules can be categorized as practical. 
 
Module Effectiveness 
Assessment of effectiveness serves to observe the 
effectiveness of the modules used in the learning 
process. To get the results of the effective module 
based on problem based learning, observations of 
student activities were carried out during the 
learning process and learning outcomes. 
 
Student Activities 
The problem based learning taxation module based 
trial is conducted in four meetings where 2 observers 
observe each meeting. The names of observers in 
this study can be seen in the table below. 

 
Table 3: Name Observer Student Activities 

No Name Information 

1 
Revita Yuni, 
S.Pd, M.Pd 

Dosen Pendidikan 
Ekonomi, Unimed 

2 M. Aulia Mahasiswa 
Pendidikan Ekonomi 

The categories of student activities by observers are 
as follows: 
1. Read the module and do the exercises 
2. Students ask questions when following learning 
3. Answering questions from lecturers and from 

other students 
4. Summarizing learning outcomes 
5. Complete the task 
The first activity is to read the module and do the 
exercises. The percentage of student activities 
reading modules and doing exercises from the first 
meeting to the fourth meeting were 100%, 97.36%, 
100%, 94.73%, and with an average of 98.09% in 
the very active category. Students who are absent or 
permits are categorized as not carrying out activities. 
From the results of observations, students are very 
active in reading modules and doing exercises. 
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The second activity is that students ask questions 
while following the learning process. The percentage 
of student activities from the first to the fourth 
meeting were 78.94%, 65.78%, 67.10%, 73.68% and 
with the average student activity 71.37% categorized 
as active students. From the data above students are 
asking questions at the second meeting and when 
stable and increasing in the next meeting. In 
addition, a variety of students also asked questions at 
each meeting. It can be stated that learning using 
modules can motivate students in the learning 
process. 

The third activity is to answer questions from 
lecturers and from other students. The percentage of 
four meetings is 68%, 68.42%, 71.05%, 78.94% and 
with an average student activity of 71.60% it can be 
categorized as an active student. From the above 
data it can be stated that students respond to 
questions from lecturers and other students always 
increasing at each meeting. 

The fourth activity is to conclude the learning 
outcomes. The percentage of four meetings is 
63.15%, 59.21%, 69.73%, 78.94%, and with an 
average student activity of 67.75% can be 
categorized as active students. 

The fifth activity is to complete the task. The 
percentage of four meetings is 100%, 94.73%, 
94.73%, 94.73%, and with the average student 
activity 96.04% can be categorized as very active 
students. Because the completion of assignments for 
students at the end of each lesson is the 
responsibility of each individual. 

The average student activity of each category 
from four meetings in general can be seen in the 
table below. 
Table 4. of Results of Achievement of Student 
Activities 

N
o 

Category Of 
Activities 

% Criteria 

1 
Read the module 
and do the exercises 

98,09 
Very 
active 

2 
Students ask 
questions when 
following learning 

71,37 Active 

3 

Answering 
questions from 
lecturers and from 
other students 

71,60 Active 

4 
Summarizing 
learning outcomes 

67,75 Active 

5 Complete the task 96,04 
Very 
active 

Average 80,97 Active 

The results of the observation analysis, 5 categories 
of student activities during the learning process with 
the achievement of 80.97% were categorized as 
active students. Students who are declared graduated 
are as much as 70% of existing learning outcomes. 
 
Learning Outcomes 
Learning outcomes are based on the results of data 
analysis, graduating students totaling 33 people and 
students who were declared not to pass 5 people. 
The percentage of students who graduated was 
86.84% and 13.16% of students were declared not 
graduated. From the results of the evaluation above, 
based on the established theory the learning process 
is effective because it is more than 85%. 

5 CONCLUSIONS 

The description of the data and the discussion above 
can be summarized as follows: 
1. A problem based learning module has been 

produced in taxation courses that are quite valid, 
practical and effective. 

2. The practicality of modules by students is 
81.11% and modules can be categorized as 
practical in the learning process. The value of 
student activities from the five categories 
observed in the learning process, 80.97% can 
categorize active students and modules are 
categorized as effective. 
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Abstract: The aim of the research is to explore financial literacy related-aspects among students in the 
Accounting Education department of Faculty of Economics at Universitas Negeri Medan 
(UNIMED). The bottom line of this study is that a good financial management requires a good 
financial knowledge in place. This research aims to help students in developing a complete 
understanding and knowledge of financial literacy toward implementing the knowledge into their 
daily personal finance management. The data was analyzed using the logistic regression test 
indicating that there is a significant effect of financial education, financial, income, experience and 
family-heritage and demographics on the knowledge investment. Cox and Snell R-Square is 0.706 
(70,6%) and Nagelkerke R-Square is 0.a indicating that financial education, financial, income, 
experience and family-heritage and demographics are good predictors for knowledge investment 
among students in the Accounting Education department of Faculty of Economics at UNIMED.

1 INTRODUCTION 

Financial intelligence is one of the important aspects 
in today's life. Financial intelligence is the 
intelligence in managing personal assets (Widyawati, 
2012). Individuals must have the knowledge and 
skills to manage their personal financial resources 
effectively for their welfare. A person's knowledge 
and understanding in managing his personal finances 
is called financial literacy. Remund (2010) describes 
five domains of financial literacy, namely 1) 
knowledge of financial concepts 2) ability to 
communicate about finance 3) ability to manage 
personal finance 4) ability in making financial 
decisions 5) confidence in making future financial 
planning. 

Financial literacy is closely related to individual 
welfare. Financial knowledge and skills in managing 
personal finance are very important in everyday life. 
Yushita (2010) explained that financial literacy is a 
basic need for everyone to avoid financial problems. 
Financial difficulties occur not just a function of mere 

income (low income). Financial difficulties can also 
arise if there are errors in financial management 
(missmanagement) such as credit card use errors and 
lack of financial planning. Financial limitations can 
cause stress, and low self-confidence. 

Having financial literacy is a vital thing to get a 
prosperous life. With the right financial management 
which is certainly supported by good financial 
literacy, the expected standard of living can increase, 
this applies to every level of income, because no 
matter how high a person's income level, without 
proper financial management, financial security will 
be difficult to achieve. Not only that, in understanding 
the risk and profit figures associated with financial 
products, the minimum level of financial literation 
has become a necessity. Individuals who have 
financial literacy can make effective use of financial 
products and services so that individuals will not be 
easily deceived by people who sell financial products 
that are not suitable for that individual. Financial 
knowledge is very important for an individual, so that 
they are not wrong in making their financial 
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decisions. The level of a person's financial literacy 
can be seen from how well the individual is able to 
utilize financial resources, determine the source of 
spending, manage soul risk, manage assets owned, 
and prepare for future financial security if it is not 
working (Ergun, 2018; Sari et al. , 2017). 

For most students, college is the first time they 
manage their own finances without supervision from 
parents (Sabri et al. 2008). As students, they undergo 
a financial transition period, from being tied to 
parents to individuals who have the freedom to make 
personal decisions regarding their finances. Students 
must be able to independently manage their finances 
well and must also be able to be responsible for the 
decisions they have made. However, some studies 
indicate students who have low knowledge of 
financial literacy will make wrong decisions in their 
finances (see: Ergun, 2018; Hospido et al., 2015; 
Luhrmann et al., 2014; Chen and Volpe, 1988). 
Students have complex financial problems because 
most students have no income and are still dependent 
on parents. Problems can occur due to delays in 
money from parents or it could also be because a 
monthly allowance that runs out prematurely is 
caused by unexpected needs or because of poor 
financial management (Homan, 2015). 

The conditions described in the previous 
paragraph cause students to be required to have high 
financial literacy. Especially, for students who live in 
large cities, where the most consumptive behavior 
occurs. This is due to the large number of shopping 
centers that influence students to spend money 
without thinking about the benefits of goods 
purchased. They mostly buy goods only for pleasure, 
not based on needs caused by poor financial 
understanding. 

In the local context in several regions in 
Indonesia, Nababan and Sadila's (2012) research 
found that the level of financial literacy of Faculty of 
Economics undergraduate students from 2008 to 
2011 was 56.61% which indicated that the level of 
financial literacy was in the category low. The study 
conducted by Krisna et al. (2010) revealed the 
majority of students at the University of Education in 
Indonesia had moderate financial literacy levels 
(63%), and only 7% had a high level of financial 
literacy, while the rest (30%) entered into groups that 
had a low level of financial literacy. 

The high and low level of students' financial 
literacy is influenced by several factors, both external 
and internal factors, including family financial 
education, financial learning in universities and peer 
interaction (Widyawati, 2012). In addition, financial 
literacy is also influenced by demographic factors. 

Demography is a description of a person's 
background so that it can affect their financial literacy 
(Mandell, 2008). Demographic factors according to 
Kewon (2011) include age, gender, family status, 
migration status, level of education, type of work, 
place of residence and regional. Nidar and Bestari 
(2012) mention demographic factors that influence 
financial literacy include the level of education of 
parents, pocket money, education level, faculty, 
parental income and insurance. Whereas Ariani and 
Susanti (2015) stated that demographic factors 
suitable for student characteristics were GPA (Grade 
Point Average), gender, place of residence, ATM 
usage and work experience. Of the several 
demographic factors above, the most appropriate for 
the characteristics of students at Medan State 
University (UNIMED) are gender, ethnicity, parent 
income, residence, ownership of savings accounts 
and level of education (having attended financial 
seminars). 

UNIMED is one of the state universities that is 
quite attractive to high school / vocational high school 
students or the equivalent who want to go to college, 
especially for those who want to become a teacher 
and professional in the field of work that is relevant 
to accounting science. This high interest caused 
UNIMED students not only to come from Medan but 
also from outside Medan. Thus, UNIMED students 
have diversity such as gender, ethnicity, parental 
income, as well as differences in residence between 
students as long as they are studying in college. 
Savings ownership is also one of the factors that is 
included because the average student must have a 
savings account, especially for students who live far 
from parents, they must have a savings account. 
Currently the UNIMED Student Identity Card (KTM) 
has been integrated with a savings account of one 
bank that cooperates with UNIMED which can be 
used by students as a debit card - although based on 
the initial Questions and Answers to some 
respondents, it indicates that the KTM has not been 
used optimally by students concerned. In addition to 
the above factors, the experience of financial 
education is also a factor that influences financial 
literacy, because the experience of students who have 
attended financial seminars both in high school (high 
school / vocational high school) or when in college 
must have differences about their financial literacy 
knowledge. 

Factors Affecting Financial Literacy among Undergraduate Students of Accounting Education in the Faculty of Economics of Universitas
Negeri Medan

121



 

2 THEORICAL FRAMEWORK 

A person's financial literacy is influenced by several 
factors. Ansong and Gyensare (2012) found that 
financial literacy was influenced by several factors, 
namely: 1) Age 2) Work experience 3) Mother 
education 4) Departments.Margaretha and Pambudhi 
(2015) found an influence on factor 1) Gender 2) 
GPA 3) Parent's income on the level of financial 
literacy. Shaari et al. (2013), stating that 1) Age, 2) 
Spending habit, 4) Gender, 5) Faculty, 6) Year of 
entering college has an effect on financial literacy. 
Nababan and Sadalia (2012) found an influence 
between factor 1) Gender 2) Stambuk 3) Place of 
residence 4) GPA affects financial literacy. 

Gender (gender) is a biological difference 
experienced by each individual from birth. Gender is 
defined as the difference between men and women in 
terms of value and behavior. This difference in values 
and behavior is the beginning of an indication that 
men and women have non-identical literacy. 

Research conducted by Chen and Volpe (1998) 
explains that men have a higher financial literacy than 
women. The research was conducted by conducting a 
survey at the University with a sample of 924 
students. Krishna et al. (2010) in his study found that 
women better understand financial literacy than men. 
Bhushan and Medury (2013) conducted research in 
India with 516 respondents, in his study found that 
there were significant differences between male and 
female respondents. who already have a salary in 
terms of financial literacy. 

Furthermore, Keown (2011) found that people 
who live alone have higher levels of personal 
financial literacy than those who live with their 
spouses or parents. This is because people who live 
alone have responsibility for their daily financial 
transactions and financial decisions. others. 

The study conducted by Shults (2012) found that 
there was a significant difference between the value 
of students who had savings accounts and no. 
Students who have savings accounts even for various 
reasons and needs mark their trust in banking 
institutions. The need for combined financial 
understanding will make them have a savings 
account. While students who do not have a savings 
account can be caused by the lack of need to make 
savings and lack of understanding about finance. 
Ownership of a savings account is the first step to 
achieving financial security, so that someone who 
understands finance will have a savings account even 
if they do not have an urgent need for ownership of a 
savings account, because the person is not only 

thinking about this moment but also thinking about 
his long-term plan. 

Associated with parents, Nidar and Bestari 
(2012) found that income from parents is a significant 
factor in the level of financial literacy in West Java 
students. Keown (2011) explains that there is a 
relationship between the income of parents and 
financial knowledge. This shows that parents with 
higher household income tend to have higher levels 
of financial literacy because they use financial 
instruments and services more often. 

On the other hand, learning is essentially the 
conscious effort of teachers to teach their students 
(directing students' interactions with other learning 
resources) in order to achieve the expected goals 
(Trianto, 2009: 17). Learning in higher education 
plays an important role in the process of student 
financial literacy. The related research is the result of 
Jhonson (2007) research which states that financial 
education has a very important role for students to 
have the ability to understand, assess, and act in their 
financial interests. Furthermore Gutter (2008) in his 
research stated that financial education had a positive 
and significant effect on knowledge and financial 
attitudes 

 
 

3 RESEARCH METHOD 
The research method used in this study is a 
descriptive case study using a combination of 
quantitative and qualitative data from the 
questionnaire adopted from previous research 
conducted by T-Zu Chin Peng Martina, Suzanne 
Bartholomae, Jonathan J.Fox, and Garrett Cravener 
(2007) . Questionnaires were distributed to find out 
whether educational experience has an effect on 
investment knowledge for UNIMED Accounting 
Education students and how the differences and 
influence of investment knowledge on financial 
education, financial experience, income and 
inheritance and demography. 
There are 19 statement items that must be filled by 
respondents in the Yes and No columns. The 
questionnaire also includes the identity of the 
respondent, such as Name, Nim, Class, Stambuk, 
Gender and Tribe. 

The population in the study were all students of 
Accounting Education Department in Faculty of 
Economics of UNIMED from batches 2014-2017 
who were actively attending lectures in the 2017/2018 
school year in the even semester. Sampling was 
carried out by purposive sampling technique that is 
by selecting a sample purposively. The total sample 
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in this study is 120 respondents consisting of 30 
respondents from each generation. 

 

4 ANALYSIS 

4.1 Validity and Reliability Tests of Financial 
Literacy  
Table 1: Validity and Reliability Tests of Financial 
Literacy 

 

From the Descriptive Statistics table above, states that 
all the data we provide to respondents is not lost / all 
the questionnaires we gave back to us regarding 
financial education. From the Correlation table above 
states that all of our statements regarding financial 
education are declared valid because in the far right 
column the name "Total" is above 0.33.

 
Based on the table above, shows the value of 

Cronbach's Alpha financial education variables worth 
above 0.60. This shows that the research 

questionnaire is reliable so it can be continued to 
conduct research. 

 
4.1.2 Validity and Reliability Tests of Financial 
Experience  
Table 2: Validity and Reliability Tests of Financial 
Experience 

 

 
From the Descriptive Statistics table above, states 

that all the data we provide to the respondent is not 
lost / all the questionnaires that we provide back to us 
regarding financial experience. From the Correlation 
table above states that all of our statements regarding 
financial experience are declared valid because in the 
rightmost column the name "Total" is above 0.33.

 
Based on the table above, shows the Cronbach 

value "S Alpha financial education variables are 
valued above 0.60. This shows that the research 
questionnaire is reliable so it can be continued to 
conduct research. 
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4.1.3. Validity and Reliability Tests of Income and 
Family-Heritage 
Table 3: Validity and Reliability Tests of Income and 
Family-Heritage 

 

 
From the Descriptive Statistics table above, states 

that all data we provide to respondents is not lost / all 
questionnaires that we provide back to us regarding 
income and inheritance. From the Correlation table 
above states that all of our statements regarding 
income and inheritance are declared valid because in 
the rightmost column the name "Total" is above 0.33.

 
Based on the table above, shows the Cronbach value 
"S Alpha variable income and inheritance value 
above 0.60. This shows that the research 
questionnaire is reliable so it can be continued to 
conduct research. 
 
4.2. Logistic Regression Analysis 

 

 
The criteria for the data above are: if the value of 

S.E> 0.05 means the model is able to explain the data. 
If the value of S.E <0.05 means that the model is 
unable to explain the data. Based on the table above, 
the value of S.E is 0.188 (> 0.05), this means that it is 
unable to provide an explanation of the data, so the 
Omnibus Test Of Model Coefficents table is needed 
as follows: 

 
The criteria: If the results of the Chi Square test 

value> Chi Square table test value then Ho is rejected 
and if the results of the Chi Square test value <Chi 
Square table value test then accept Ho. Chi-Square 
Value 159,761> Chi-Square Table on degree of 
freedom 22 is 33,924 or with a significance of 0,05 so 
reject Ho. Which states that the addition of 
independent variables can have a real influence on the 
model or in other words the model is declared FIT. 
(the model simply explains the data). 

So the answer to the hypothesis of the 
simultaneous effect of the independent variable on the 
dependent variable is to accept H1 and reject H0 or 
that means there is a significant influence between 
simultaneous financial education, educational 
experience, income and inheritance, demography on 
investment knowledge because the value of P-value 
Chi-Square is 0,000 <Alpha 0.05 or Chi-Square value 
count 159.761> Chi Square table 33.924.

 
From the table above, it can be seen that the 

model by entering independent variables (financial 
education, financial experience, income and 
inheritance, and demographics) on the dependent 
variable (knowledge of investment) turns out to have 
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changed in the interpretation of parameters (-2 log 
likelihood) of 2,773. The R-Sqaure value of 0.706 or 
70.6% (Cox & Snell) and 0.991 or 99.1% 
(Nagelkerke). Nagelkerke R-Square values of 0.991 
and Cox & Snell R Square are 0.706, which indicates 
that the ability of the independent variable to explain 
the dependent variable is 0.991 or 99.1%. This means 
that there is another factor of 0.9% outside the model 
that explains the independent variables.

 
Based on the Classification Table table above, 

there are 46 samples whose answers are "No". And 
the number of samples whose answer is "Yes" is 74 
people. In logistic regression interpretation with 
SPSS: The table above gives an overall percentage 
value of (46 + 74) / 120 x 100% = 100%. Which 
means the accuracy of this research model is 100%.

 
Classification Table The table is a contingency 

table that should occur or also called the expectation 
frequency based on empirical data on the dependent 
variable, where the number of samples that have the 
dependent variable category that answers No (code 0) 
is 46 people and those who answer Yes (code 1) are 
74 people. The number of samples is 120 people. So 
that the overall percentage value before the 
independent variable is included in the model is: 
74/120 = 61.66%. (rounded up to 61.7%). 

 

5 RESULTS 
The purpose of this study was to analyze the influence 
of financial education, financial / investment 
experience, income, family inheritance and 
demographics on investment knowledge in students 
in accounting education study programs at the Faculty 
of Economics UNIMED. The results reveal that 
financial education has a significant influence with 
overall financial knowledge. These results are in line 
with Chon and Volpe (1998) concluding that financial 

education is strongly influenced by financial 
knowledge. 
Furthermore, when tested based on financial 
experience, we found that there was a significant 
relationship after learning about financial education. 
Students who have experience in managing finances 
will have more knowledge in investing. These results 
are in line with Chon and Volpe (1998) concluding 
that financial education is strongly influenced by 
financial knowledge. For variable financial 
experience, we found that there were no demographic 
differences after learning about financial education. 
This is in line with the study of Mandell (2004) 
concluding that financial experience has a significant 
influence on financial knowledge.  

Regarding income and inheritance factors, we 
find that there is a significant influence on investment 
knowledge. This is in line with the research of 
Huddleston (1999) also concluded that income and 
inheritance also have a positive impact on one's 
knowledge in investing. We found that there was no 
significant demographic effect after learning about 
financial education. This is in line with the research 
of Hayhoe, Leach, Turner, Bruin and Lawrence 
(2000). In particular, to answer the purpose of 
research on whether students of Unimed Accounting 
education study program have implemented financial 
education they have learned in real life, we conclude 
that students of accounting education study program 
Unimed have applied it in their daily lives. 

 

6 CONCLUSIONS 
Based on the results of the research, analysis and 
discussion, conclusions taken, it can be given advice, 
which is suggested to the campus to develop financial 
education for students. One of them is by making 
seminars on finance for students and making several 
courses that discuss finance. Thus, students' 
knowledge of UNIMED Accounting Education on 
finance will also increase. The higher financial 
knowledge a person has, the more likely he or she will 
be more understanding and smarter in financial 
management. 
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Abstract: This research aims to identify the behavior of 2017 Economics education students at Pelita Harapan 
University regarding online shopping after studying Marketing Management course. The online shopping 
trend has become one of consumers’ choices to buy life necessities. It is called life necessities as online 
shopping provides various products such as clothing, food, and housing products. As a matter of fact, some 
products are only sold in online stores. Consumers shifting to online shopping shows changes in buying 
behavior. One of the issue learned in Marketing Management is consumer behavior. Changes in 
environment or technology will affect consumers’ buying behavior. Students of Economics education have 
learned this issue, however does it influence their online shopping behavior? This condition has attracted 
author to conduct this research. The research methodology used in this study is qualitative descriptive with 
questionnaires as the instrument. The results obtained was students understand Marketing Management and 
know that there is a connection between learning Marketing Management and their behavior when they 
shop online, nevertheless they are not fond of or not interested in online shopping. The changes in 
respondents behavior in online shopping is caused by technological advancement not because of learning 
Marketing Management. 

1 INTRODUCTION 

One of the changes in consumer behavior is in 
shopping. Nowadays, preparing special time to shop 
is not needed. In the past we used to look for 
products in many shops which is tiring, spend cost 
of going to the shop even dress neatly. Today, we 
can shop from any places with good Wi-Fi 
connection in our cell phone, computer or laptop.  

This research focuses on adolescent’s behavior. 
Shopping and adolescent have become trends as 
shopping is a need to self-actualization that turns 
into a life style. This can be seen from the amount of 
malls or shopping centers. This existence of shops in 
mall with famous brands from abroad, clothing 
trends, mobile phones, shoes from Korea add 
choices to look fashionable and ultimately increase 
the frequency of purchases. All that is trending 
abroad is easily obtained from social media and 
various internet sites. For example, information 
about the latest trends in clothing or shoes will be 
recognized very quickly unlike 20 years ago 

someone found out the latest trends of clothes or 
shoes from television, magazines or mass media. 
The existence of internet eliminates time and space 
restrictions for various information. 

Acquiring information shift from slow to fast 
also affect trading. In the past, buying goods could 
only be done from morning to afternoon or from 
8am to 9pm (until the shop is closed), nowadays it is 
all different. Not only the information but also items 
in the form of clothing, shoes and others are easily 
obtained through online shopping. Moreover, 
manufacturers get new thing related to online 
trading. In the past manufacturers must have a 
physical store that is interesting and located in 
strategic place so that consumers are interested in 
entering the store.  

Making a store is not easy since it is high in cost 
and needs shelves to display the goods. Usually, a 
manufacturer that has a store also has a warehouse. 
The manufacturer must hire employees to take care 
of the store as well as the warehouse. How much 
money or capital that should be prepared for all of 
these? Not only money but also time to search for 
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strategic store location and employees. Online 
trading makes trading easy. Manufacturers do not 
have to provide a store, warehouse or hire 
employees. The trading places can be at home, the 
product sold can be photographed and uploaded into 
a shopping site or social media. This way, much 
product is not needed to start which means a lot of 
capital is not required. Affordable capital makes 
people interested in trying because if it fails the 
financial loss is low. This encourages people to trade 
online.  

Online trading now includes many types of 
products ranging from clothing: clothing, shoes, 
cellphones, accessories; food: food catering (staple 
food), snacks, food for events such as birthday 
cakes, tumpeng (Indonesian specialties), packaged 
drinks, coffee (in form of seeds or processed) and 
many others; housing: household needs namely 
kitchen utensils, furniture, bathroom fixtures, room 
equipment, all house appliance can be purchased 
online. Not only that, vehicle and electronic devices 
can also be ordered online. Seeing varieties of 
products are offered online by Indonesian 
manufacturers or foreign manufacturers give 
consumers many opportunities to buy easily. Other 
parties who also impacted by the online shopping 
are sales intermediaries, between manufacturers as 
sellers and consumers as buyers that is distributors 
or product senders. Manufacturers and consumers 
demand the product sender to be trusted in term of 
delivery time and the preservation of the product to 
the consumers. 

The teenagers that are the focus of this study are 
students of Economics education cohort 2017 Pelita 
Harapan University. Changes of consumers’ 
behavior in above explanation and knowledge of 
Marketing Management that they have gained may 
influence them in preferring online shopping or even 
change their behavior. Due to this issue, the author is 
interested in examining their behavior.  

Research objective: to identify the behavior of 
2017 Economics education students at Pelita 
Harapan University regarding online shopping after 
studying Marketing Management course. 

2 THEORICAL FRAMEWORK 

Literature review in this study consists of several 
theories,  consumer behavior, technology, about 
online shopping. 

The theory of consumer behavior from  
(Sangadji & Sopiah, 2013) says  Science discipline 
that studies the behavior of individuals, groups or 
consumer organizations to detect intelligence and 
needs and then strives to fulfill them through the 

process of deciding to use these products, services, 
experiences (ideas). As a follow-up, consumers will 
feel satisfied or not. 

Three consumer behavior theory have been 
explained above and in this research the first theory 
is the focus which is the study of human behavior in 
consuming goods but also related to the services and 
experiences gained by consumers. The focus of 
service and experience is in online shopping, 
consumers are not only consuming the product but 
the service they got from the online shop (supplying 
products to consumers) give experience to 
consumers. 

The consumer behavior theory above has three 
numbers which in this study are more precisely 
number one, namely the study of human behavior in 
consuming goods but also related to the services and 
experiences gained by consumers. The focus of 
service and experience is on online shopping, 
consumers not only consume products and finish but 
services from online shop (supplying products to 
consumers) provide experience for consumers. 

Factors that can influence consumer behavior 
include several things according to (Sangadji & 
Sopiah, 2013) : Economic, political / legal, cultural 
and technological conditions, consumer behavior in 
this study looked at the influence of technology. 

Technology is an important part in the discussion 
of this research, the internet advancement is not only 
for communicating but also for trading. Online 
shopping with all the views in the internet attracts 
consumers to see, consider and finally decide to buy. 
Consumer’s behavior in choosing to buy through an 
online shop shows consumers’ behavior change in 
purchasing. 

Changes in consumer behavior in purchases from 
shopping in shopping centers to online shopping are 
part of technological change. Online shop according 
to (Pratiwi, 2013)  Online shop / e-shop is showing 
merchandise using internet access. 

3 RESEARCH METHODOLOGY 

The methodology  in this research is qualitatively 
descriptive. Data obtained through questionnaires. 
Questionnaires are written with open and closed 
questions. 

Descriptive research according to (Iskandar, 
2013) is research by describing research content 
without connecting or comparing between variables 
with each other. 

A research requires a sample of respondents to 
be examined. In this study the authors used 
purposive samples. 
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Purposive samples used in theory are taken from 
the book  (Iskandar, 2013)  which says that the 
sample is determined in a way that is appropriate for 
the purpose based on the subjective assessment of 
the author. Teenagers are the focus of this research, 
precisely the 2017 Economic Education students. 

Respondents: 34 students of Pelita Harapan 
University Economic Education. 

The research place is the Faculty of Education, 
Pelita Harapan University. 

Time: October 2018 
Validation by language and content experts.. 

4 ANALYSIS 

The author takes data from respondents in the form 
of a questionnaire. The questionnaire consists of 11 
questions. After collecting the data is processed and 
then presented in table form. Data processing 
consists of several stages, namely the initial stage of 
the answers to the grouped questionnaires and then 
calculated, after being calculated into the table, the 
next stage is calculated the percentage and the final 
stage of the percentage results are analyzed. 
 
Table 1: Respondents' opinions about the meaning of 
online shopping in Marketing Management 

Understand  Not Understand
34  - 

Table 1 shows that all respondents (100%) 
understood about online shopping in learning 
Marketing Management. 
 
Table 2: Respondents' opinions when shopping 
online get products / services at low prices 

Agree  Netral  Disagree
19 15 0 

Respondents as much as 19 / 34X100% = 56% 
agreed that when shopping online get a cheap price. 
Cheap can be interpreted cheaper than in a shopping 
center. 15 / 34X100% = 44% said when shopping 
online get the normal price or the same as being sold 
in a shopping center. 
 
Table 3: Respondents' opinions about online 
shopping 

Like it netral Do not 
like 

12 7 15
Respondents' opinions about feelings, namely liking 
online shopping at 12 / 34X100% = 35% said like, 7 
/ 34X100% = 21% said they felt netral and 15 / 

34X100% = 44% said they did not like shopping 
online. 
 
Table 4: Frequency of respondents online shopping 

Every 
3 
months

Every 2 
months 

Once a 
month 

Uncertain

1 0 2 31
The frequency of respondents' online shopping can 
be seen from the table above, namely 1 / 34X100% 
= 2% of spending once every three months, while 
those who have not spent every 2 months and for 
uncertain  91% = 31 / 34X100% online shopping is 
uncertain time. 
 
Table 5: Respondents' opinions regarding the 
convenience of online shopping 

Easy Moderate Difficult
25 9 0 

Online shopping according to 25 / 34X100% = 74% 
of respondents is easy, respondents say moderate as 
much as 9 / 34X100% = 26% and respondents no 
respondents said online shopping is difficult. 
 
Table 6: Respondents' opinions about trust in online 
shopping sites 

Trust Netral  Not 
Trust 

16 6 12 
Regarding the level of respondents' trust in online 
shopping sites, it can be seen from the data in the 
table above. Respondents as many as 16 / 34X100% 
= 47% believe in online shopping sites on the 
internet, 6 / 34X100% = 18% have normal opinions 
on these sites and 12 / 34X100% = 35% do not trust 
in shopping sites on Internet. 
 
Table 7: Respondents' opinions about the way to pay 
for online shopping 

Easy Moderate Difficult
28 6 0 

Online shopping payment methods are also 
measured, namely 28 / 34X100% = 82% of 
respondents said the method of payment for online 
shopping was easy, as much as 6 / 34X100% = 18% 
of respondents said it was moderate way to pay 
online shopping. 

 
Table 8: Respondents' opinions regarding the 
accuracy of online shopping products 

Same Slightly 
different

Different 
in form 

7 25 2 
Data of respondents' opinions regarding the accuracy 
of the product when it arrives to the consumer is 7 / 
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34X100% = 21% said the product is exactly the 
same as the one pictured with reality, 25 / 34X100% 
= 74% of respondents stated slightly different 
products up and respondents who said differently in 
form is 2 / 34X100% = 5%. 
 
The form of the next question is open question: 
 
1. What products have you bought online? 
Table 9: Products purchased at the online shop 

Clothing, equipment for hair (tools to form 
hair), bags, shoes, cellphone chasing, hats, 
tambourine musical instruments, guitar 
strings, guitars, guitar musical instruments, 
tumbler lights, watches, glasses, fans, 
headsets, bottles drink, wallet, makeup tools, 
pots, slippers, neck pillows, scarves, novel 
books, mobile phones, HP accessories, 
skincare. 

The type of product that many respondents bought if 
grouped as follows: 
a. Daily necessities, namely clothes, shoes, sandals, 
glasses, watches and bags. 
b. Musical instruments: tambourine equipment, 
guitars and guitar equipment. 
c. Home appliances: drinking bottles, pots,  tumbler 
lamps, neck pillows, fans. 
d. Others: makeup tools, skincare, novel books 
2. Why did you buy the product online?   
 
Table 10: Reasons for respondents to shop in an 
online shop 

Low prices, good product quality, easy to 
obtain, practical, time efficient, only available 
in online shop, there are discounted prices 
(sales), products as desired, trusted sites, 
diverse types of products, display pictures on 
attractive shopping sites, want to try. 

The reason respondents bought the above products 
through online shopping is that most of them say 
that prices are cheap, practical, good product quality 
and time efficiency. 
3. After learning Marketing management, do you 

prefer online shopping or nothing to do between 
online shopping and Marketing Management? 

The majority of respondents said there was a 
connection between after learning Marketing 
Management with online shopping preferences, only 
a few people said there was no connection between 
learning Marketing Management and online 
shopping. 

Like or not  shopping online according to them 
learning Marketing Management makes them 
understand more about online shop. Respondents 
also stated that after learning Marketing 

Management made them aware of positive and 
negative attitudes towards online shopping 
preferences, they became more self-controlled and 
understood about products. There were also 
respondents who said that after learning, they 
became more interested in shopping online, but there 
were also those who did not like shopping online. 

5 RESULTS 

Data from the questionnaire above in the form of 
data tables will be analyzed as follows: 

The focus of the research are 34 respondents, 
they are UPH Economic Education students, from 
table 1 it can be said that all respondents understand 
online shop in Marketing Management lessons. This 
is understandable from the beginning of the course 
in Marketing Management, as in the (Kotler & 
Amstrong, 2008) on the topic of the marketing 
process :  

creating value for customers and building 
customer relationships, the explanation is that the 
market understands the desires and needs of 
consumers by offering products by making 
marketing strategies this is expected to build 
relationships with consumers, eventually producers 
get value from consumers. 

Data table 1 if it is connected with the last 
number data which is learning Marketing 
Management, do you prefer online shopping or has 
nothing to do between online shopping and 
Marketing Management? The results show the three 
most answers, there is a connected between learning 
Marketing Management and online shopping so that 
respondents like to shop online as much as 13 / 
34X100% = 38%.  Then respondents thought there 
was a connection between understanding Marketing 
Management with online shopping but their buying 
behavior showed the opposite, they do not like 
shopping online or netral, at 15 / 34X100% = 44%. 
The last is as much as 6 / 34X100% = 18% 
respondent states there is no connection between 
Marketing Management lessons and online shopping 
behavior. 

This data shows that more respondents said that 
there was a connection between understanding 
Marketing Management and online shopping, but 
their buying behavior showed the opposite, namely 
not like shopping online or netral. When linked to 
one of the environmental factors that influence 
consumer behavior such as the opinion of  (Sangadji 
& Sopiah, 2013) in they book that technology can 
change consumer behavior in purchasing because it 
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better understands the quality and quantity of 
products to meet the needs of life .Meaning that the 
respondent understands technology but not too 
affected so that it changes their behavior. 
Respondent buying behavior tends not to change too 
much, it seems only slightly proven because there 
are 38% of other respondents who feel that buying 
behavior changes due to technological advances. 

Data from the following tables regarding the 
features of online shopping such as low-priced 
products, ease of online shopping, product accuracy, 
the convinience payment methods, the result is 56% 
agree that when shopping online get cheap prices 
and 15 / 34X100% = 44% say when shopping online 
get the normal price or the same as being sold in a 
shopping center. 74% of respondents found it easy 
for online shoping, meaning that online shopping is 
easy by looking at sites or social media selling, 
choosing products, then communicating with sellers 
and making payment processes. In the payment 
process, respondents said 82% of respondents said 
that the method of paying for online shopping was 
easy, 18% of respondents said it was normal and no 
one thought the payment method was difficult. In 
addition to technical matters in online shopping the 
author also wants to know about the accuracy of the 
product that reaches the respondent's hand, 74% of 
respondents said a slightly different product arrived, 
only 21% said the product was exactly the same as 
the picture with reality. Product accuracy shows the 
quality of the product. The experience of 
respondents shows that products that are slightly 
different from those in the picture / on the internet 
means that the quality is not as good as the image 
display on the internet. 

Online shopping features that become a technical 
factor in making purchases result in the level of trust 
in online shopping sites, about the taste of online 
shopping and the frequency of online shopping. 
Obviously from the data above, 47% of respondents 
trust online shopping sites on the internet, 18% had 
normal opinions on these sites and 35% did not trust 
to shopping sites on the internet. But the statements 
of respondents like online shopping is 35%, 21%  
feel normal and 44%  don't like shopping online. 
Large confidence level of 47% is not proven by 
feeling like shopping online, because even though 
they trust but they say they don't like shopping 
online. Like it or not it can be proven from the 
frequency of online shopping for respondents, 2% of 
spending once every three months, 91% of online 
shopping is uncertain. 

Additional data collected from respondents is the 
type of product they buy online and the reason they 

buy the product online. The types of products that 
are mostly purchased by respondents are products 
for daily needs, household appliances, musical 
instruments and other purposes such as makeup and 
skin care. When the product purchased, it can be 
said that there is no expensive item. If it is related to 
the reason for buying the product online, then the 
product is obtained at a cheaper price than in the 
shopping center,  practical and efficient in time. 
Although there are respondents who have reason  
want to try and be interested in picture of product, 
then do online shopping 

6 CONCLUSIONS 

Respondents who said there was a connection 
between understanding Marketing Management and 
online shopping but their buying behavior showed 
the opposite,  not like shopping online or netral. 

Respondents  understand about technology but 
have not been so affected that it changes their 
behavior. Respondent buying behavior tends not to 
change too much, it seems only slightly proven 
because there are 38% of other respondents who feel 
that buying behavior changes due to technological 
advances. 
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Abstract: The purpose of this research was to find out the outcomes of economy learning taught by using leaning 
model of Picture and Picture and scientific approach higher than the outcomes of economy learning with 
conventional method of class XIIS students of MAN Lubuk Pakam of the 2015/2016 academic year. This 
research was conducted at Madrasah Aliyah Negeri Lubuk Pakam, Karya Agung Street, Komp. Pemda Deli 
Serdang. The population of this research is all tenth grade students of MAN Lubuk Pakam with the 280 
students in total who spread into eight classes. The sample was taken in two stages. In the first stage of class 
sampling, of eight classes, two were taken using cluster-sampling technique while in the second stage, of 73 
students, 60 students were taken using random-sampling technique with 30 students for each class. The 
outcomes of this research showed that the outcomes of economy learning taught by using Picture and 
Picture learning model with scientific approach is significantly higher than the outcomes of economy 
learning which were taught using conventional method. This was proven by the outcomes of the analysis by 
using the testing of t which showed that tvalue = 5,67 and the value of ttable = 1,67on the rate of 
significance of 5 % and dk = 58. Then, tvalue> ttable (5,67 > 1,67), this means that H0 was rejected and Ha 
was true. It can be concluded that the outcomes of economy learning of class X IIS students taught using 
Picture and Picture learning model with scientific approach is significantly higher than the outcomes of 
economy learning taught by using conventional method. 

1 INTRODUCTION 

Education is a conscious effort to grow the potency 
of human resource through the activity of teaching 
and learning process. The purpose of education is to 
create high quality human resource who is able to 
face the challenge in this globalization era. Until this 
time, the quality of education in Indonesia is 
relatively lower than that of other countries. 

Education is one of the realization of culture of 
human that is dynamic and development laden. 
Because of that, the change or the development of 
education is something that is supposed to happen 
along with the change of life culture. The change in 
term of the improvement of education on every level 
needs to be continuously done as an anticipation of 

future needs. Education that is able to support the 
development in the future is an education that is able 
to improve the learners’ potency, therefore, those 
who are involved are able to face and solve the 
problem of their lives.  

Teachers play an important role in the success of 
their students. The teachers do not only teach, but 
they also must have a conscious and critical attitude 
to make changes and improvements in learning. 
According to Raharjo (2012: 1) "A teacher acts as 
the manager of the teaching and learning process, 
acting as a facilitator who seeks to create teaching 
and learning conditions, develop learning materials 
and improve students' ability to listen to lessons and 
master the educational goals to be achieved". 
However, in reality, there are still teachers in 
learning process who always demand their students 
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to learn but rarely give lessons about how students 
should learn. In addition, there are teachers who 
demand the students to solve problems, but rarely 
teach how the students can solve problems. 

Teachers only demonstrate the lesson to students 
without seeing the learning needs of the students. 
With the application of conventional methods by the 
teacher when delivering the learning material, it 
makes the students only wait for information from 
the teacher, students are less active, lack of 
interaction between the teacher and students and the 
learning process that is centered only on the teacher. 

The same thing also happened in the class X IIS 
at Madrasah Aliyah Negeri Lubuk Pakam. Based on 
an observation, it could be seen the domination of 
the teachers that lessened the students’ opportunity 
to involve actively in the learning process and it 
made the students less creative. The other students’ 
activities were merely watching the teachers 
demonstrating the lesson and making notes about 
things considered as important. Regarding this 
matter, the teachers did not teach using a learning 
model that make the students easier to understand 
the lesson taught. It could be seen by the average 
score of the test of the students, which are far from 
the standard. Standard set by the school is 75 while 
the number of students of class X IIS 1 who passed 
the standard was only 13 students (37 %). Similar 
with that, while the number of students of class X 
IIS 2 who passed the standard in daily test I, II, III 
was only 14 students (37.8 %). Therefore, it can be 
concluded that students who managed to pass 
Minimum Learning Mastery Standard was only 30 
% and 70 % did not manage to score above the 
Minimum Learning Mastery Standard. 

The low learning outcomes of the school are 
thought to be influenced by several factors such as 
the lack of attention of students in the teaching and 
learning process because of the lack of learning 
motivation of students with conventional teacher 
teaching patterns, as well as the teacher's lack of 
knowledge about innovative learning. 

To overcome these problems, various efforts are 
needed to overcome them.  One of which is by 
applying innovative and constructive learning 
models in developing learning processes that are in 
accordance with the curriculum developed. One 
learning model that can be used as a way out of the 
problems that can be chosen to be applied in 
learning is Picture and Picture learning model with 
scientific approach.  

With the implementation of the Picture and 
Picture model with the scientific approach, students 
are expected to be able to understand economic 
subject easily. Besides that, students are also 
expected to be more applicative because the teaching 
given is based on problems related to the real world 

they experience and thus they can apply it in 
everyday life. This learning helps students process 
the information that has been formed in their minds 
and it arranges their own knowledge about their 
social life and their surroundings. With such 
learning, the knowledge gained will last longer and 
the benefits will become apparent. 

This is supported by research conducted by 
Rahman (2012). The result of the study showed that 
there were significant differences in the outcomes of 
learning geography in the experimental class with 
control class. It was proven that the result of the 
analysis using the t test showed that the significance 
was 0.017. Therefore, the significance value is 0.017 
<0.05, then H0 was rejected which means that there 
was a difference in experimental class learning 
outcomes compared to the control class with the use 
of the Picture and Picture model in the experimental 
class. 

Based on the explanation above, the writer was 
interested in conducting research entitled "The 
Effect of Picture and Picture Learning Models with  
Scientific Approach towards the Outcomes of 
Economy Learning of Tenth Grade Students of 
Madrasah Aliyah Negeri Lubuk Pakam in the 
Academic Year of 2015/2016". 

2 THEORICAL STUDY 

According to Shoimin (2014: 122) "The Picture and 
Picture learning model is a learning model using 
images that are paired or sorted into logical 
sequences". Therefore, the Picture and Picture 
learning model is a learning model that invites 
students to think logically and systematically using 
image media related to the subject matter displayed 
as interesting as possible in the form of cards and 
power points. 

The use of this image media plays a very 
important role in the teaching and learning process 
as image media can facilitate student understanding 
and strengthen their memory. Picture media can also 
motivate learning and provide a relationship 
between subject matter and the real world. 
According to Levie and Levie (in Arsyad, 2013: 12) 
"the use of image media will produce better learning 
outcomes for tasks such as remembering, 
recognizing, recalling, and connecting facts and 
concepts. On the other hand, verbal stimuli gives 
more dividing results if learning involves 
consecutive memories. 

Learning to use multiple senses (sight and 
hearing) based on the concept above is very much in 
accordance with the Picture and Picture learning 
model. Learning models like this will provide 
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benefits for students because students will learn 
more than material only presented in the visual 
stimulus or just audio stimulus. The use of the 
Picture and Picture model is able to contribute 
greatly to the success of the students’ learning. 

Picture and Picture learning model are not free 
from strengths and weaknesses. Picture and Picture 
learning model is an active, innovative, creative, and 
fun learning model. However, to choose the right 
material used in the Picture and Picture learning 
model is quite difficult, and the Picture and Picture 
learning model requires adequate facilities. 

According to Hosnan (2015: 34), "scientific 
approach is a learning process designed in such a 
way that students actively construct concepts, laws 
or principles through observing stages (to identify or 
find problems), formulate problems, propose or 
formulate hypotheses, collect data with various 
techniques, analyzing data, drawing conclusions and 
communicating concepts, laws or principles found ". 

Therefore, scientific approach is an approach to 
learning that is carried out through various stages in 
which it requires high level of reasoning.The criteria 
of the scientific approach are said to be a learning 
approach because in the scientific approach the 
problem presented to students is a problem related to 
real life, so that students do not make guesses the 
answer to the problem, students are also expected to 
be able to think critically, rationally and be able to 
account for the conclusions obtained.  

Hosnan (2015: 37) states that "the scientific 
approach in learning has steps, namely: 1). 
Observing, 2). Questioning, 3). Reasoning, 4). 
Trying, 5). Establishing networks for all subjects. 

The conventional method or the lecture method 
is also called traditional learning methods because 
this method has always been used by the teacher as a 
learning method in the teaching and learning 
process. According to Hamruni (in Supriyono, 2013: 
475), "the conventional approach is the approach 
applied by the teacher to the new students to the 
extent of providing knowledge or skills to the extent 
of knowing, not to putting the values of social and 
humanity insight and practical mastery of life 
provision. " 

According to Hasyim (2012), "conventional 
learning method is a learning method that 
emphasizes the process of delivering material 
verbally from a teacher to a group of students with 
the intention to make the students able to master the 
lesson material optimally".  

Based on the description above it can be seen 
that learning activities are only teacher-centered. 
Therefore, the teacher has an important role in the 
learning process and students are the passive 
followers and recipients of one-direction learning. 
The role of teacher in this conventional model is not 

only as a good facilitator and mediator, but also 
teacher has the learning authority. 

Slameto (2010), "learning is an effort process 
carried out by individuals to obtain a new behavior 
change as a whole, as a result of the individual's own 
experience in the individual' sinteraction and 
environment". 

Slameto (2010) "learning outcomes are the value 
of the overall activities of measurement, processing, 
interpretation, and consideration to make decisions 
about the level of understanding of students after 
conducting learning activities in an effort to achieve 
the learning objectives that have been set. The 
learning outcomes illustrate the progress, failure, 
and determine the type and level of difficulty of each 
student and the factors that cause difficulties when 
learning, if the learning is good, the learning 
outcomes can be affected." It can be concluded that 
learning outcomes are a level of mastery of students 
towards the lessons obtained by means of effort and 
tenacity both individually and in groups that are 
shown by the increase of the obtained value 

3 RESEARCH METHOD 

The population in this research is all the students of 
class X Madrasah Aliyah Negeri Lubuk Pakam of 
2014/2015 academic year with the 280 students in 
total. 

Sampling in this study was carried out in two 
stages. In the first stage of class sampling, two 
classes were taken from eight classes with cluster 
sampling technique. In the second stage the 
sampling for students from 73 students was taken by 
simple random sampling as many as 60 people (each 
class of 30 people), this was done to maintain the 
loss of samples. 

Data analysis method in this study used 
Descriptive Analysis Method, Normality Test, 
Homogeneity Test, And Hypothesis Test. 
Descriptive analysis was used to determine the true 
state of the Picture and Picture learning model with 
scientific approach to economy learning outcomes. 
Normality test was used to find out whether the 
sample taken comes from a population that is 
normally distributed or not. The homogeneity test 
aimed to find out whether the data has a 
homogeneous variance or not. Testing the 
hypothesis to determine the effect of economic 
learning outcomes taught by the Picture and Picture 
learning model with a scientific approach is 
significantly higher than the economic learning 
outcomes that weretaught by conventional methods. 
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4 RESULTS 

In the experimental class the treatment was given 
using a Picture and Picture learning model with 
scientific approach while in the control class were 
treated using conventional methods. Before given a 
treatment, both of the classes, at the beginning of the 
learning, were given a pre-test and at the end of 
treatment, a post-test was given. Therefore, it was 
obtained that the average score of the pre-test for the 
experimental class was 66.67 and the average score 
of the pret-test of the control class was 54.66, the 
average score of the post-test of the experimental 
class was 80.50 and the average score of post-test of 
the control class was 66.6. 

For the normality test of the pre-test score of the 
experimental class Lvalue = 0.1221 and Ltable = 
0.1617 while for control class Lvalue = 0.1535 and 
Ltable = 0.1617 distributed normally. For the post-test 
score of experimental class Lvalue = 0.0905 and 
Ltable = 0.1617 while Lvalue = 0.1224 and Ltabel = 
0.1617 distributed normally. In the homogeneity test 
of pre-test score Fvalue = 1.43 while Ftable = 1.85. For 
the score of the post-test Fvalue = 1.06 while Ftable = 
1.85, therefore, it was obtained a conclusion that 
both experimental class and control class are 
homogen. 

Based on the results of the analysis, research data 
showed that the data is normally distributed and the 
sample comes from a homogeneous population. 
With normal and homogeneous distribution, the 
results obtained in the study can represent the entire 
population. After conducting the the normality and 
homogeneity test of the data obtained from the result 
of the research, then hypothesis was tested. 

From the conducted hypothesis test, it can be 
known that Hais accepted dan H0is rejected. From 
the calculated hypothesis, it was obtained that tvalue = 
5.67 while ttable in dk n1 + n2¬ – 2 = 58 and real 
levelα = 0.05 is 1.67. Then, with predetermined 
criteria,there was a comparison that the outcomes of 
economy learning taught usingthe Picture and 
Picture learning model with with scientific approach 
was higher compared to students' economiy learning 
outcomes taught using conventional methods on the 
subject of government economic policy. 

Therefore, based on the research conducted at 
MAN Lubuk Pakam, the t test of the comparison of 
two independent samples matched, with significant 
level 0,05 it was obtained tvalue> ttable, which is 
tvalue = 5,67 > ttable = 1,67. This means Ha was 
accepted dan H0 was rejected. In other words, the 
hypothesis that says the outcomes of economy 
learning taught by usingPicture and Picture learning 

model with scientific approach is significantly 
higher than the outcomes of economy learning 
taught using conventional method for the students of 
X IIS class MAN Lubuk Pakam in the Academic 
year of 2015/2016 was proven 

6 CONCLUSION 

Based on the results of the research and discussion, 
it can concluded that the outcomes of economy 
learning taught by the Picture and Picture learning 
model with the scientific approach is significantly 
higher than the outcomes of economy learning 
taught by the conventional method of class X IIS 
Madrasah Aliyah Negeri Lubuk Pakam in the 
academic year of 2015/2016. This is proven by the 
testing of t where tvalue>ttable (5.67 > 1.67) 

Based on the research conducted, the authors 
suggest that the teacher at school Madrasah Aliyah 
Negeri Lubuk Pakam use the Picture and Picture 
learning model and  the scientific approach. The 
reasons are the implementation of the Picture and 
Picture learning model makes the material taught 
more directed, it makes the students capture teaching 
material more quickly,it also can develop students' 
reasoning power to think logically, learning is more 
memorable because students can observe the 
pictures directly prepared by the teacher. 
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Abstract: This study aimed to find out how the role of principal leadership is in improving school productivity of all 

elementary schools of Medan Sunggal district. This research was conducted using case study method. The 

population of this study is the principal, teachers, and all students of State Elementary Schools in Medan 

Sunggal. The technique used in collecting the sample is purposive sampling technique. While the data used 

in this research are interviews, observations, and documents, which then were analyzed using interactive 

techniques. Based on the findings obtained from the field, it can be concluded the role of principal 

leadership in improving school productivity in elementary schools are: a) to motivate the teachers and 

students b) to give example of leadership by being disciplined c) to pay attention to the welfare the teacher 

d) to implement and observe the process of the resources used to achieve an effective and an efficient goal 

d) to balance the input and output comparison and show how to use them. 

1 INTRODUCTION 

Education is a very important aspect of life, because 
in this very modern era education has become a 
benchmark of someone's success. That's where 
humans compete to get the best education and 
improve the way to determine the quality of their 
education. the quality of someone's education is 
determined by the place where he gets his education 
in educational institutions, one of which is school. 

Schools are educational institutions and formal 
organizations in which lies the elements of students, 
teachers, employees and principals as leaders. In an 
institution, especially schools, they also carry out 
school management functions namely management 
of education. Every organization or institution 
always needs and has a leader in carrying out every 
management activity. The success of an organization 
depends heavily on how the leadership in the 
organization. Leaders are people who occupy 
positions, carry out the duties of leadership Sondang 
P Siagian in Abdul Aziz Wahab (2006: 83) states 
that, "Leadership is the core of an organization and 
management, so that the success of an organization 

in achieving its goals depends on the ability of its 
leaders in moving. The Principal is the manager or 
the leader of the school who is in charge of directing 
all the people and facilities in the school. Thus, the 
principal is someone who plays a huge role in 
determining the school atmosphere. 

School is an organizational unit led by a 
principal. An effective leader is a leader who 
influences and directs all the behavior of his 
employee in such a way. The reason for this is to 
make all of his employees' behavior is in line with 
the principal as the leader in his school must show 
positive attitude and discipline so that it can be an 
example of discipline for school resident, especially 
for the teachers and employees. The teachers and 
employees are the important elements for the 
success of the vision and mission of a school, so that 
the school is expected to have quality products later. 

Productivity plays a role in the world of 
education. Indirectly, school productivity will affect 
the academic quality and students' morale. If school 
productivity is high, then the student achievement 
will increase. School productivity is not something 
that stands alone, school productivity is affected by 
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several factors, both internal and external factors. 
External factors relate to the school system, namely 
the authority that is hierarchically above it, and the 
condition of the school which surround it. The 
connection between this system will affect the 
quality of the teachers' performance. While the 
internal factors are related to the teacher's personal 
characteristics in carrying out his duties as a teacher, 
and his interaction with the schools’ environment, as 
well as the leadership of school principals also 
school systems and policies. School productivity in 
elementary school can also be seen from the quality 
of graduation in the form of achievement in the 
academic field, seen from the acquisition of the 
graduation results in each year and the percentage of 
graduation. While non-academic achievements are 
seen from the success of schools in various 
competitions and championships in both the arts and 
sports. The achievements in the academic field of 
Medan Sunggal Elementary Schools are still not 
satisfactory because of the data obtained from the 
UPT sub district, even though the percentage of 
graduated students was high in the 2017/2018 school 
year, only 1 student did not graduate because the 
percentage of graduation was achieved from the 
Graduation Standard (SKL) was very low. 

Based on this, the question arises "What is the 
principals’ leadership role in increasing school 
productivity in the Elementary Schools in Medan 
Sunggal Sub-district?" This research focuses on the 
leadership of principals and productivity. The 
objectives to be achieved from this research are: (a) 
to find out how the role of principal leadership in 
school productivity in Public Elementary Schools in 
Medan Sunggal. 

2 THEORICAL FRAMEWORK 

Educational Leadership Concept 
The word lead (lead) is derived from the word Anglo 
Saxon which is generally used in North European 
language, which means the road or route of the ship. 
According to Gardner (Usman 2013: 307) "leaders 
are the people who become examples, influence the 
behavior of their followers through a number of 
significant feelings of their followers. Being a 
different example by giving an example ". 
Leadership as one of the managements functions is 
to achieve organizational goals. Wahjosumidjo 
(2011: 17) states "leadership is translated into traits, 
personal behavior, influence on others, patterns of 
interaction, work relationships between roles, 
position of an administrative position, and 
perception of others about the legitimacy of 
influence. "Educational leadership is related to the 

principal's problem in increasing the opportunity to 
hold meetings effectively with teachers in a 
conducive situation. Mulyasa (2013: 17) argues that 
"the principal's leadership performance is an effort 
made and results that can be achieved by the 
principal in applying school's management to 
actualize the goal of education as effective and 
efficient, productive and accountable". Good 
principals are qualified. The quality is not claimed 
by a leader or by those who will be promoted or 
promoted to sit on that position, but by the quality of 
the recognition from the subordinates or the 
community. 

 
Principal’s Leadership 
A principal is said to be successful when they 
understand the existence of the school as a complex 
and unique organization, and when he is able to 
carry out the role as the person who is given the 
responsibility to lead the school. Superior leadership 
is built on values. Maxwell (Karwati and Priansa 
2013: 177) that "people must trust the leader first, 
then the vision. Trust is the foundation of leadership. 
This means that the school's vision, mission, and 
goals will succeed if teachers, staff, and other 
employees believe in the principal’s leadership." 
The principal main task consists of the creators of 
the learning community, leaders, managers, and 
supervisors. The task of the principal as a leader 
reflects his duties as an innovator, and motivator. 
While the duties of the principal as manager 
represent the duties of the principal as an 
administrator, because noting activities is one of the 
manager's functions which is reporting. The task of 
the principal as supervisor is to carry out 
supervision, which carry out the supervision, which 
is professional activities in order to improve the 
school's quality and its components as a whole. 

Based on Kepmendiknas Number 162 of 2003, 
about the Teacher Assignment Guidelines as 
Principal stated that "the duties of the principal are 
educators, managers, administrators, supervisors, 
leaders, entrepreneurs, and climate creators. These 
tasks are often abbreviated as EMASLEC. the term 
"productivity" comes from English word 
productivity, which means the ability to produce 
something. Whereas work means the activity of 
doing something to make a living. The same thing 
was stated by The Liang Gie that work productivity 
is the ability to produce a work that is more than the 
usual size that is already common. A slightly 
different opinion is expressed by Hadari that 
productivity can be interpreted as a comparison 
between the results obtained (output) and the 
number of work sources used as input. Productivity 
is said to be high when the work performance is 
produced meet the target, both in terms of quality 

UNICEES 2018 - 1st Unimed International Conference on Economics Education and Social Science

138



 

and quantity also meeting the standards which 
already determined, in the other hand the 
productivity is said to be low when the work 
performance does not meet the target in both in 
terms of quality or quantity. According to Whitmore 
in Mulyasa stated that: "Productivity is a measure of 
the resources to the amount of the employee 
resources". It views productivity as a measure of the 
use of organizational resources which is usually 
expressed as the ratio of output achieved with the 
resources used. 
 
Factors that Influence Teacher Working 
Productivity 
A teacher can achieve a high level of productivity if 
it is supported by factors that influence it, both 
internal which coming from the teacher himself and 
those which coming from outside. Sedarmayanti 
stated that the characteristics of productive 
individuals which are: 1) constructive actions, 2) 
confidence, 3) having a sense of responsibility, 4) 
having a sense of love for their work, 5) having a 
foresight, 6) being able to solve problems, 7) can 
adapt to an environmental changing, 8) have a 
positive contribution to the environment, 9) have the 
power to realize its potential.  

According to Mulyasa (2002: 92) productivity in 
education is related to the overall process of 
structuring and the use of resources to achieve the 
goals of education effectively and efficiently. 
Formally, productivity is a concise measure of the 
quality and quantity of performance with the use of 
defined resources. Productivity is measured at the 
level of individuals, groups or organizations. As was 
said by Malayu S.P. Hasibuan (2003: 123) states that 
productivity is a comparison between output and 
input and strengthens the way of using both the 
sources in producing goods or services. The same 
thing stated by Sutrisno (2010: 207) suggests that 
productivity is output per unit, or output divided by 
input, or rational between output and input. 
Productivity in the education world is the best 
comparison between the results obtained (output) 
and the number of sources used (input). Productivity 
can be expressed with both quantity and quality. 
Output quantity is the number of graduates, while 
input is the amount of school employee, and other 
resources. 

Buchari Alma (2005: 64) argues that school 
productivity is a measure of effectiveness in the 
form of equal input, quality output, output science 
that is balanced with needs, adequate graduate 
income; and efficient in the form of: high learning 
motivation; high morale, trust of various parties, 
financing as small as possible but great results. 
According to Thomas, J. Alan (1971: 12-23) school 
productivity includes (1) The Administrator 

Production Function (PFI); namely managerial 
functions (administration); (2) The Psychologist's 
Production Function (PPF); namely behavioral 
(psychological) functions; and (3) The Economic 
Production Function (EPF); namely economic 
function (economical). this shows that school 
effectiveness is very important, including 
managerial, psychological, and economic, all of 
which are interrelated. 

3 RESEARCH METHOD 

This study used a qualitative approach, namely 

research that emphasizes on the quality or the most 

important thing of the nature of an item / service. 

The most important thing from the nature of 

something in the form of symptoms / social 

phenomena, namely the meaning behind the incident 

that can be made valuable lessons for a development 

concept of theory. 

This research was conducted at all 060887 public 

elementary schools Medan Sunggal, observed by the 

principal, and colleagues. The subject of the research 

is a source of data that provides clarity of the data 

regarding the problem being studied. The concept of 

the research subject relates to what or who is 

researched. Satori and Komariah (2010: 45) said 

"research subjects are entities that influence research 

design, data collection, and data analysis decisions". 

The subject of this research was the principal, and 

the teachers of all 060887 public elementary schools 

Medan Sunggal in increasing its performance. 

In qualitative research, the research instrument or 

the tool is the researcher himself. The research 

instrument is the researcher himself, because in 

research that uses a qualitative approach researchers 

are the main instrument. According to Riduwan 

(2010: 71), "the research instrument describes all the 

tool data collection used, data collection processes 

and instrument quality determination techniques 

(validity and reliability). The researcher makes a set 

of observation guidelines, interview guidelines, and 

documentation studies which are used as general 

guidelines in the recording process. To obtain valid 

data, especially those obtained through observation 

and interviews, examination techniques are needed.  

One technique used is to check the degree of 

trust. Data and information that were obtained were 

analyzed with a qualitative pattern and interpreted 

continuously from the beginning of the research 

until the end of the research. 
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4 RESULTS AND DISCUSSION 

The role of school principals is very influential on 

school productivity because of the rules applied by 

the principal in improving teachers' discipline, in 

which the principal tries to be an example in the 

school environment by coming early and coming 

home late and checking the teachers’ presence. And 

this is also inseparable from the leadership style 

applied by the principal in improving teacher 

discipline, namely the style of telling.  

The telling leadership style is carried out by the 

principal at the teacher council meeting, in the style 

of the principal telling every morning, by sitting at 

the teacher council office, he monitors every teacher 

who comes and reminds him immediately when the 

teaching hours started. Competence can be 

understood as a teacher's ability to carry out 

responsibilities responsibly and appropriately. The 

skills that must be have by the teacher including: the 

ability to open the learning, mastering teaching 

materials, classroom management, using the media. 

Based on the results of research conducted by 

researchers, the contribution of the principal's 

influence on the productivity of schools in Medan 

Sunggal Public Elementary School is good enough. 

In essence, the leadership of a school principal will 

make colors on school productivity to perform well. 

Schools must be a means in improving the ability of 

students so that they become productive, meanwhile, 

the principal as a leader is able to become a 

motivator, mediator and facilitator in improving the 

quality of schools through high school productivity. 

5 CONCLUSIONS 

Based on the findings of the study in the field, as 

well as the discussion of the results of the study, it 

can be concluded about the roles of the principal in 

improving school productivity, which are also the 

answer to the research questions. The roles are: a) to 

motivate teachers and students b) to exemplify 

leadership by being disciplined c) to pay attention to 

the welfare of the teachers d) to implement and 

supervise the process of structuring the use of 

resources to achieve effective and efficient goals d) 

to balance the comparison of inputs and outputs and 

showing how to use them. 

Based on the findings of the research regarding 

the effect of the principal leadership and teacher 

performance on school productivity, the following 

can be suggested: (1) For the principal, to optimize 

leadership in order to improve teacher performance 

in the learning process, it is expected for the 

principal to able to increase school productivity, 

which indirectly affects school productivity on 

academic and students' morale (2) The performance 

of teachers, to improve the quality of the process in 

implementing learning in schools, is expected to 

continuously improve their productivity so that they 

become teachers who are professional in carrying 

out their duties. (3) This study only examined the 

effect of principal leadership in increasing school 

productivity in public elementary schools in Medan 

Sunggal. Therefore, it is still necessary to do further 

research by selecting other variables that are still 

within the scope of school productivity to explain 

other variables that have a large influence on school 

productivity. 
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Abstract: This research was aimed to knowing: (1) whether the students’ economic learning outcomes who are taught 

using the ARIAS learning model are higher than students are taught using conventional learning models; (2) 

whether the students’ economic learning outcomes that have higher independence to learn than students 

who have lower learning independence; (3) the interaction between learning model and the learning 

independence of economic learning outcomes. The population of this research is all the 11th grade students 

of SMA Bhayangkari 2 Rantauprapat. The sampling technique used is cluster random sampling. The 

research methods used is quasi experimental method with 2x2 factorial research design, while the data 

analysis techniques use two-way Anova. The results obtained: (1) the average of students’ economic 

learning outcomes who are taught with ARIAS learning model is higher than the average of students’ 

economic learning results taught by conventional learning model; (2) The average of students’ economic 

learning outcomes with higher independence is higher compared to lower learning independence; and (3) 

there is an interaction between learning model and learning independence to the economic learning 

outcomes. 

1 INTRODUCTION 

Education is related to learning and the process of 

human learning to continue to develop its potential. 

Learning is the process of change that occurs in a 

person as a result of his own experience in 

interaction with his environment. Learning is the 

stages that are done to achieve changes both from 

the cognitive, affective, and psychomotor aspects. 

Learning outcomes are evidence of the achievement 

and change of the learning process that students 

have undergone which can be seen from the change 

in their understanding. Therefore, learning is a 

process of change while learning outcomes are proof 

of the change. 

Sudjana (2005) stated that the main factors that 

influence student learning outcomes are divided into 

two, which are internal factors and external factors. 

Internal factors are factors that come from within 

students, especially motivation and interest in 

learning that will encourage students to be 

independent in learning. External factors are factors 

that come from the outside the student, one of them 

is the quality of learning. The quality of learning 

refers to whether or not the teaching and learning 

process is effective in order to achieve learning 

objectives. 

Learning independence is one of the factors that 

can affect student learning outcomes. Students who 

have learning independence are able to analyze 

difficult problems, able to work individually or 

cooperate with groups, and brave to express ideas. 

Success in the process of learning economics is not 

only determined by the accuracy of the teacher in 

explaining, the independence of students in the 

learning process also play a very important role. 

One strategic effort that can be done by a teacher 

to improve the students' learning outcomes in 

economic learning is selecting and using the 

appropriate learning model. The appropriate learning 

model will help students to achieve high learning 

outcomes. 

ARIAS learning model is a learning model that 

includes five interrelated components and is a unity 
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that needs to be applied in learning activities. The 

five components of the ARIAS learning model are 

Assurance, Relevance, Interest, Assessment, and 

Satisfaction which are compiled based on learning 

theory. 

Based on observations made at Bhayangkari 2 

High School 2 students about the economic learning 

outcomes of 11th grade students, it was obtained 

data that their learning outcomes were not 

satisfactory. This was evident from the fact that 

there were still many students who do not complete 

the daily test because they get scores below the 

KKM (Minimum Learning Mastery Standard) set by 

the subject of Economics, which is a score of 75. 

That of 108 11th grade students, there were 68 

students who did not pass daily test with a 

percentage of failure in passing the score reached 

62.96% and only 40 students who passed the 

standard with a percentage of 37.04%.   

In the observations made, it was also found that 

teachers of Economics still used conventional 

learning models in delivering the learning material 

so that learning still took place in one direction and 

was only centered on the teacher (Teacher 

Centered). This has an impact on students who are 

passive and less enthusiastic in participating in 

learning. In fact, the teacher have mastered the 

learning material well but they were not in carrying 

out the learning activities correctly. This happens 

because the teachers do not choose the learning 

model correctly and are monotonous in choosing the 

learning model and this makes students tend to get 

low learning outcomes. 

Observation in class 11 IIS-2 consisted of 36 

students showed that there were still many students 

with low learning independence. Low learning 

independence could be seen from students who were 

brave to present in front of the class with only 6 

students or 16.67%. Students who were brave to ask 

questions or give opinions are only 4 students or 

11.11%. Students who were able to work on 

individual test questions independently are only 15 

people or 41.67%. Students who did homework 

assignments are only 25 people or 69.44%. 

The aims to be achieved in this study are to find 

out: (1) whether the economic learning outcomes of 

students taught using the ARIAS learning model are 

higher than students taught using conventional 

learning models; (2) whether the economic learning 

outcomes of students who have high learning 

independence are higher than students who have low 

learning independence; (3) interaction between 

learning models and learning independence on the 

economic learning outcomes.  

2 THEORICAL FRAMEWORK  

According to Purwanto (2011), learning outcomes 

are the achievement of educational goals for students 

who follow the teaching and learning process. 

Learning outcomes are the realization of the 

achievement of educational goals. Therefore, the 

learning outcomes measured are very dependent on 

the goals of education. Learning outcomes can be 

affected by several factors, two of which are student 

learning independence and the learning model used 

by the teacher. 

Ahmadi (2011) states that the learning model is a 

pattern or a plan that is used as a guide in planning 

classroom learning and tutorial learning and to 

determine learning tools. According to Rahman and 

Amri (2014), ARIAS learning model is the first 

attempt at learning activities to instill a sense of 

confidence in students. Learning activities have 

relevance to students' lives, trying to attract and 

maintain student interest or attention. Then, an 

evaluation is held and it grows a sense of pride in 

students by providing reinforcement. 

According to Tirtarahardja and Sulo (2000), 

independence in learning is defined as learning 

activities which are driven more by their own will, 

their own choices, and their own responsibilities 

from learners when taking place. Here, 

independence is more about individuals who learn 

and their obligations in learning are done on their 

own and fully controlled by themselves. The 

characteristics of learning independence according 

to Laird (in Mujiman, 2011) include learning 

activities which are self-directed or independent 

from others, able to answer questions during 

learning not because of the teacher or other 

assistances, more active rather than passive, having 

the awareness of what must be done, learning 

evaluations are carried out together, learning by 

applying, collaborative learning means utilizing 

experience and exchanging experiences, problem-

based learning, and always expecting benefits that 

can be applied in life. 

3 RESEARCH METHOD 

This research was conducted at SMA Bhayangkari 2 

Rantauprapat at Jalan Cik Ditiro Rantauprapat in the 

even semester of academic year of 2017/2018. The 

population of this research is all 11th grade students 

of SMA Bhayangkari 2 Rantauprapat consisted of 

nine classes with 108 students in total. The sample 
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in this research consisted of two classes, classes 11-

IIS 1 as the experimental class and class 11-IIS 2 as 

control class. Technique used in sample collecting is 

cluster random sampling. The method used is quasi-

experimental research with factorial design 2 x 2. 

Questionnaire and Test were used for data 

collecting. Questionnaire was used to get data about 

the independence of the students’ learning and Test 

was used to get data about the economic learning 

outcomes of the students. The testing of the 

instruments of the research used tests of validity, 

reliability, difficulty level and discrimination power. 

Classic assumption test was done using normality 

test with Levene statistic test. The hypothesis test 

was done using the analysis of two way ANOVA.  

4 RESULT 

The testing of the first, second and third research 

hypothesis were done using the two way ANOVA. 

The data used in the hypothesis test are listed in 

Table 1 below: 

Table 1: Learning Outcomes Data for Hypothesis Test. 

Descriptive Statistics 

Dependent Variable: LearningOutcomes 

LearningM

odels 

LearningInd

ependence 

Mean Std. 

Deviatio

n 

N 

ARIAS 

Higher 83.52 6.477 27 

Lower 74.44 1.667 9 

Total 81.25 6.905 36 

Conventio

nal 

Higher 73.93 4.009 14 

Lower 59.32 4.704 22 

Total 65.00 8.452 36 

Total 

Higher 80.24 7.327 41 

Lower 63.71 8.059 31 

Total 73.13 11.210 72 

Source: Data Processing using SPSS 20. 

 

The hypothesis test on analysis of two way 

varince, the criteria to reject or accept H0 are based 

on the Significance (abbreviated as Sig.). If the Sig. 

value ≤ α 0.05, then Ho is rejected, If the Sig. value 

> α 0.05, then Ho is accepted. Below are the data of 

analysis of calculation result of two way ANOVA in 

Table 2. 

 

 

 

 

 

Table 2: Calculation of Two Way ANOVA. 

 
Source: Data Processing using SPSS 20. 

 

Based on table 2 it can be seen that the R 

Squared value of 0.791 can mean that the learning 

model and learning independence variables explain 

learning outcomes by 79.10%. 

The testing of the first hypothesis: the economic 

learning outcomes of students taught by using 

ARIAS learning model were higher than the 

economic learning outcomes of students taught by 

using conventional learning model. The statistic of 

the hypothesis is: 

Ho  :  µA1  =  µA2 

Ha  :  µA1  >  µA2 

Based on the two-way ANAVA calculation, the 

sig. value was obtained. 0.00 <α 0.05 so testing the 

hypothesis rejected Ho. Thus, it can be concluded 

that the economic learning outcomes of students 

taught using ARIAS learning models were higher 

than students taught using conventional learning 

models could be accepted and tested empirically. It 

is also seen from the average economic learning 

outcomes of students taught by the ARIAS learning 

model (X̅  = 81.25) were higher than the economic 

learning outcomes taught by conventional learning 

models (X̅  = 65.00).  

The testing of the second hypothesis: the 

economic learning outcomes of students who had 

higher learning independence was higher that those 

who had low learning independence. The statistic of 

the hypothesis is: 

Ho  :  µB1  =  µB2 

Ha  :  µB1  >  µB2 

Based on the two-way ANAVA calculation, the 

sig value is obtained. 0.00 <α 0.05 so testing the 

hypothesis rejected Ho. Therefore, it can be 

concluded that the economic learning outcomes of 

students who had higher learning independence were 

higher than students who had low learning 

independence could be accepted and tested 

empirically. It is also seen from the average 

economic learning outcomes of students who had 

high learning independence (X̅ = 80,24) were higher 

The Effect of Learning Model and Learning Independence on the Economic Learning Outcomes of the 11th Grade Students of SMA
Bhayangkari 2 Rantauprapat

143



 

than the economic learning outcomes of students 

who had low learning independence (X̅ = 63,71). 

The testing of the second hypothesis: there was 

an interaction between learning model and learning 

independence toward the economic learning result. 

The statistic of the hypothesis is: 

Ho  :  µA  ><  µB  =  0 

Ha  :  µA  >/<  µB =  0 

Based on the two-way ANAVA calculation, the 

sig value was obtained. 0.04 <α 0.05 so testing the 

hypothesis rejected Ho. Thus it can be concluded that 

there was an interaction between the learning model 

and the independence of learning on economic 

learning outcomes can be accepted and tested 

empirically. 

5 DISCUSSION 

In the first hypothesis test, it was obtained that sig. 

value was 0.00 <α 0.05. This showed that the 

economic learning outcomes of students taught 

using ARIAS learning models were higher than 

students taught using conventional learning models. 

The results of this research support the research 

conducted by Praptinasari et al. (2012) who studied 

the effect of the application of ARIAS learning 

model on the biology learning outcomes of 11th 

science students of  SMA AL Islam 1 Surakarta. The 

results showed that there were significant 

differences between the application of the ARIAS 

learning model and conventional learning models of 

the learning outcomes of biology of the 11th science 

students of  SMA AL Islam 1 Surakarta 

For the results of the second hypothesis, it was 

optained that the sig. value was 0,00 < α 0,05. This 

showed the economic learning outcomes of students 

who had high learning independence were higher 

than students who had low learning independence. 

The results of this study support the research 

conducted by Prayuda.et al. (2014) who studied the 

effect of learning independence on the learning 

outcomes of economic subject in a senior high 

school. The results showed that learning 

independence had an influence on student learning 

outcomes in economic subjects of tenth grade class 

in SMA Negeri 1 Sungai Kunyit. 

In the third hypothesis test, it was obtained that 

sig. value 0.04 <α 0.05. This showed that there were 

interactions between learning models and learning 

independence on economic learning outcomes. The 

results of this study support the research conducted 

by Ansori and Munoto (2015) who studied the effect 

of direct learning models and ETH-type cooperative 

learning models as well as learning independence on 

student learning outcomes in basic subjects and 

electrical measurements. The results showed that 

there were interactions between learning models and 

learning independence on learning outcomes in the 

cognitive and psychomotor domains. 

6 CONCLUSIONS 

Based on the results of the research and discussion 

that have been described, the conclusions can be 

drawn as follow: 

1. The average economic learning outcomes of 

students taught by the ARIAS learning model 

were higher than the average economic learning 

outcomes of students taught by conventional 

learning models. 

2. The average economic learning outcomes of 

students with higher learning independence are 

higher than low learning independence. 

3. There was an interaction between the learning 

model and learning independence on the 

economic learning outcomes.  
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Abstract: Literacy must be owned by the 21st century generations, especially in digital era. Financial literacy, as one 
of six basic literacies, is important to be introduced to children from an early age. One aspect of financial 
literacy that must be instilled is independence in managing finances that can be invested through education. 
True education is interacting with the nature of children. The best places to interact, care for and grow the 
nature of children are family and community. Nature-Based Schools become alternative educational 
institutions that synergize the family-based and community-based education. This study aims to describe the 
model of developing financial independence by taking the nature of learning. The research conducted at 
Sekolah Lanjutan Bengawan Solo (Bengawan Solo Junior High School) used qualitative approach. The 
study shows that the development model of financial management independence is part of business 
program. This model is carried out by preparing individual weekly proposal. Planning, preparation, 
monitoring and evaluation are carried out by parents and facilitators in school. This model aimed to prepare 
students for the age of pre-aqil baligh to be able to bear the burden of sharia when baligh arrives, including 
independence in the living and the ability of zakat, jihad and other social responsibilities. 

1 INTRODUCTION 

Changes continue to occur in the community, 
including in the people’s way of thinking and acting. 
New trends and concepts continue to be developed. 
The World Economy Forum in 2015 revealed the 
21st century that must be controlled by all 
generations. These 21st century skills include basic 
literacy, competence, and character. Regarding this, 
the Indonesian National Literacy Movement Team 
(2017) stated that in order to survive in this era, the 
community must work six basic literacy, one of 
which is financial literacy. Financial literacy consists 
of three complete dimensions, namely financial, 
financial and financial behavior (OECD, 2005; 
OECD-INFE, 2011; Atkinson and Messy, 2012; 
OECD, 2013; OECD, 2014). However, surviving is 
not enough. Competitive abilities are needed in 
order to win economic matches. In order for these 
things to reach, it is hoped that the community can 
have a strong character. Financial literacy that can 
be used to ensure security, both for individuals, 
families, companies and the national economy. 

Special emphasis is given to financial literacy by 
individuals (Krechovská, 2015). 

One effective way to develop financial literacy is 
through education. Education is an important part of 
every individual's daily life. This greatly affects 
people with a variety of social and social over time. 
High attention to education needs to be given given 
the masivarah that is repeated in life, especially in 
today's digital age. Mihalcová, Csikósová, and 
Antošová (2014) reveal that the consequences of the 
dynamic and dynamic development of society in that 
era are better, and develop internally and externally, 
it is important to know how these responsibilities 
must be addressed for various aspects of life, 
including education. 

Education is using the nature of children. The 
best place to adjust, care for and foster nature is 
family and community. Sina (2014) says that 
education in the family means individuals learn from 
family members. Family is a significant learning 
place to develop children's character. In the process 
of learning in the family, children introduce various 
things that are useful for life in the future in order to 
realize prosperity throughout their lives. One of the  
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intended assets is the success in seeking 
independence and financial freedom. In order for 
this to be realized, financial education is needed so 
that children can manage their own finances. 

Dadaro (2011) revealed that it is important to pay 
special attention to financial education for children 
as a way to develop their financial literacy. In 
addition, financial education is also a tool that can 
be ended by low levels of financial literacy or also 
called illiteration. Financial education is an 
individual process to increase their knowledge and 
reflection on financial concepts, services and 
products. 

Financial education is one type of education that 
is very important to give to children. This is because 
in this digital era there are many things that are 
directly related to good deals and transactions that 
are carried out in real or bold ways. According to 
Mihalcová, Csikósová, and Antošová (2014), 
financial education can be done with several 
methods, include (a) making financial education an 
official curriculum in schools in various levels of 
education, (b) education training and seminars for 
adults, and (c ) Financial education carried out by 
government agencies both on a national and regional 
scale that specifically covers financial services. 

In accordance with the accuracy of education 
which means interaction with the nature of children, 
then in his experience with financial education, it 
also takes a form of interaction with their nature. 
Fitrah is a natural talent possessed by every 
individual. Santoso (2015) revealed that they must 
develop themselves. With regard to financial 
education, the conditions in Figure 1. are as follows: 

 

Figure 1: Results of a survey of youth concerns 
about financial management. 
Source: Teens and Personal Finance survey: 2011 
Junior Achievement, downloaded from www.ja.org 
 
Based on Figure 1. above, adolescents in the survey 
want to learn about realities and opportunities in the 
global economy, but adults need to provide 
guidelines for learning them. The Twelfth Annual 
Junior Achievement / The Allstate Foundation 
"Teens and Personal Finance" Survey (2011) found 
that the current economic conditions make teenagers 
care more about the importance of financial 
management, especially with regard to the real 
money they have. 8 out of 10 teenagers say that they 
are motivated to learn about how to manage their 

money. The survey results also mentioned that  less  
than  half  of  those  who  discussed  
about managing money with their families. 

Financial education in the family is needed 
significantly to prepare children to be smart in 
managing their pocket money. This was stated by 
Beverly and Clancy (2001) in his research. Not only 
that, it is hoped that through financial education 
involving the family, children are spared the 
wasteful attitude of spending their pocket money and 
instill the habit of saving in themselves. Beverly and 
Clancy added that in families, children's knowledge 
and ability to manage money is often not well 
prepared, increasing their chances of growing up 
with low financial literacy. There are other 
indications related to the lack of discussion about 
financial education in families involving children. 

Williams (2010) confirmed the findings of 
Beverly and Clancy with his research which states 
that parents' perception of money is an important 
and significant source of children's financial 
knowledge. This means that parents are very 
important to have knowledge about finance so they 
can teach their children to manage personal finances. 
Based on the various problems above, various 
community-based alternative education and home or 
family emerged, one of which was a natural school. 

Recognizing various educational problems, 
including financial education, natural schools come 
with the concept of education that involves families 
and communities to be able to empower and develop 
the nature of individuals or children involved in the 
school. As the name implies, natural schools are 
based on nature in facilitating children's learning 
activities. 

In Indonesia, natural schools have a separate 
curriculum that can be integrated in the national 
curriculum that is being implemented in national 
education. The essence of the natural school 
curriculum in the Nusantara Nature School Network 
(JSAN) covers 3 major domains, namely leadership, 
academics and morals. All three are collaborated 
with attention to the talents (fitrah) and skills of 
students. In natural schools, educators do not act as 
forming students' character, but are facilitators of the 
development of children's nature. Based on the 
description above, the problems that can be 
formulated in this paper are: 
How is the model for developing the independence 
of natural-based financial management studying at 
the Bengawan Solo Junior High School? 
In accordance with the above formulation of the 
problem, the purpose of this paper is to describe the 
development model of financial management 
independence by taking into account the nature of 
learning for students in natural schools. 
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2 RESEARCH METHODS 

This research is a field research with a qualitative 
approach using a case study design. The subjects of 
this study were students of Bengawan Solo Junior 
High School at level 1 and 2, and school residents. 
Data collection in this study was carried out through 
observation, interviews and documentation which 
was then combined with literature study. Data in this 
research were analyzed by triangulation. 

3 RESULT AND DISCUSSION 

3.1 Curriculum of Bengawan Solo Junior High 
School 
Bengawan Solo Junior High School is located in 
Panjang, Gondangsari, Juwiring, Klaten, Central 
Java. Bengawan Solo Junior High School is member 
of Bengawan Solo Natural School The curriculum 
carried out in Bengawan Solo Junior High School is 
a development of the natural school curriculum in 
general. 

 
Figure 2: Core Value in the Bengawan Solo Natural 
School 

More specifically, Bengawan Solo Junior High 
School applied a personal curriculum which was 
carried out in a thematic based manner such as the 
2013 curriculum for the elementary school level in 
Indonesia. The application of this personal 
curriculum is based on the following human 
development research by Thomas Armstrong in 
Figure 3. 

This is also in line with what was expressed by 
the headmaster of Bengawan Solo Junior High 
School: "In this personal curriculum, children 
designs what things they wants to learn. Facilitators 
plays a role in consultation and giving input. So, 
what they learned was written in the Timeline given 

by Facilitators. This target timeline is given 
monthly.”  

 

Figure 3: Human development research adapted 
from The Best Schools (Thomas Armstrong) 
Source: Bengawan Solo Junior High School’ 
Personal Documents 
 

This is also in line with what was expressed by 
the headmaster of Bengawan Solo Junior High 
School: 

"In this personal curriculum, the child designs 
what things he wants to learn. Facilitators (the term 
for facilitators in natural schools) plays a role in 
consultation and giving input. So, what they learned 
was written in the Timeline given by Facilitators. 
This target timeline is given monthly. 

The applied personal curriculum involves parents 
in their planning. The assessment approach used is 
self-assessment (based on formal and project), 
assessment by facilities and peer assessment. 
Assessment by the facility is carried out at the end of 
each month by using quantitative methods (self-
report which is completed by students) and 
collaborated with qualitative methods in the form of 
direct screening and sharing with facilities. This is in 
accordance with the narrative of the head of the 
Bengawan Solo Junior High School, especially 
Bengawan Solo Junior High School’ facilitators: 

"If we only use the self report, we cannot judge 
whether the child really has achieved the target he 
planned in his timeline. So there must be follow-up 
in the form of sharing and personal interviews with 
children. Ideally, each individual is confirmed 
through sharing and interviewing for at least one 
hour. So it can't be done in one day at the same time. 
And indeed there must be separate treatments, not to 
be done in school. Just be flexible in place and time. 
" 

This is in accordance with the narrative of some 
students who are evaluated in different places, for 
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example in food stalls, in classrooms, at home and 
others. 

Furthermore, Bengawan Solo Junior High 
School’s students are children in the pre-aqil baligh 
category (before the final aqil baligh). This has 
become a special concern in developing the nature 
of children which includes the nature of faith, the 
nature of learning, and the nature of talent. Based on 
his age, the following is a learning strategy carried 
out by Bengawan Solo Junior High School that 
shown in Figure 4. 

Children aged 10-14 enter the pre-aqil baligh 
training stage, which is the preparation stage to build 
their ability to carry the burden of sharia when 
baligh arrives, including independence in the living 
and the ability of zakat, jihad and other social 
responsibilities. From the age of 10 this talent began 
to be recognized and explored and developed as an 
effort to achieve the role of civilization (the mission 
of civilization). Age 10-12 is a golden age for the 
nature of talent. In this age children are trained to be 
independent or mature mentally, spiritually, 
emotionally and even financially when they reach 
the age of 14-15 years. This is done in order to 
minimize the gap between baligh (biological adults) 
and aqil (mental adults), that after entering high 
school age, children should no longer be considered 
as children. Over 15 years old children have become 
adults who are equal to their parents in sharia and 
social. At this age parents and facilitators can act as 
partners for them in carrying out their life missions. 

Realizing this, according to Figure 4. above, 
Bengawan Solo Junior High School develops a 
curriculum that includes various activities and 
activities that can support and develop student 
independence, namely (1) Rich in Worship, (2) Rich 
Work, (3) Rich in Benefits, (4) Rich Insights, (5) 
Sports, (6) Academics, (7) Internships, and (8) 
Business and Finance. Based on the age of 
Bengawan Solo SL students entering the pre-aqil 
baligh training phase, namely the preparation stage 
to build their ability to carry the burden of sharia 
when baligh arrives, business and financial programs 
are carried out to be able to prepare students' 
independence in terms of livelihood and knowledge 
about zakat and other social responsibilities. 
 
 
 
 
 
 
 
 
 
 
 

Figure 4: Development strategy for children aged 
pre-aqil baligh II 
Source: Bengawan Solo Junior High School’s 
document 
 

Children aged 10-14 enter the pre-aqil baligh 
training stage, which is the preparation stage to build 
their ability to carry the burden of sharia when 
baligh arrives, including independence in the living 
and the ability of zakat, jihad and other social 
responsibilities. From the age of 10 this talent began 
to be recognized and explored and developed as an 
effort to achieve the role of civilization (the mission 
of civilization). Age 10-12 is a golden age for the 
nature of talent. In this age children are trained to be 
independent or mature mentally, spiritually, 
emotionally and even financially when they reach 
the age of 14-15 years. This is done in order to 
minimize the gap between baligh (biological adults) 
and aqil (mental adults), that after entering high 
school age, children should no longer be considered 
as children. Over 15 years old children have become 
adults who are equal to their parents in sharia and 
social. At this age parents and facilitators can act as 
partners for them in carrying out their life missions. 

Realizing this, according to Figure 4. above, 
Bengawan Solo Junior High School develops a 
curriculum that includes various activities and 
activities that can support and develop student 
independence, namely (1) Rich in Worship, (2) Rich 
Work, (3) Rich in Benefits, (4) Rich Insights, (5) 
Sports, (6) Academics, (7) Internships, and (8) 
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Business and Finance. Based on the age of 
Bengawan Solo SL students entering the pre-aqil 
baligh training phase, namely the preparation stage 
to build their ability to carry the burden of sharia 
when baligh arrives, business and financial programs 
are carried out to be able to prepare students' 
independence in terms of livelihood and knowledge 
about zakat and other social responsibilities. 
 
3.2 Business Program 
General business programs are carried out in natural 
schools in Indonesia. However, each natural school 
has its own characteristics. Ar-Ridho Nature-Based 
Junior High School, for example, has a business 
program in the form of small enterprises in 
agriculture and fisheries such as mushroom 
cultivation, fish and others. Bengawan Solo Junior 
High School conducts business programs as a way to 
develop student entrepreneurial competencies 
through 2 types of businesses, namely personal and 
communal business. 

Personal business is carried out by students 
according to the nature of their talents. According to 
the head of the Bengawan Solo Junior High School, 
students develop their businesses according to their 
talents, both in the form of talent and field talents. 
Talent traits are related to the nature of the child 
which encourages him to see a phenomenon such as 
personalizing and profiling against other people who 
are encountered or invited to interact, while talent in 
the field is related to the type of work which the 
child tends to like cooking, farming and so on. 
Personal business is done not limited to the activities 
of processing something and then marketing it, but 
also related to how students place themselves as 
resources that can make money. 

Capital to run personal business was obtained 
from private parents, cash from Bengawan Solo 
Junior High School and from community. Personal 
business capital that comes from external students is 
a consequence in the form of sharing the results of 
the business that he does. If the capital comes from 
parents, the profit sharing is adjusted according to 
the agreement of each child with his parents. 
However, if the capital comes from cash or 
community, students are required to return the 
amount of money he borrowed, but it is 
recommended to take advantage of the results of the 
effort he made with the capital. 

Meanwhile, communal business is a business 
program managed jointly by Bengawan Solo Junior 
High School’s students. The program that has been 
running is "Cafe 1720". This is a business in the 
form of a cafe that is operated in certain weeks 
according to the project planned in the timeline. The 
cafe is held a full day which includes preparation 
(setting places, menus and so on) before 5.00 p.m. 

(17.00 Time of West Indonesia) and the execution at 
5.00 p.m. (17.00 Time of West Indonesia) until 8.00 
p.m. (20.00 Time of West Indonesia). The capital to 
run this communal business is obtained from 
community money so that the management of the 
results is carried out jointly. 

 
3.3 Financial Reports 
To support the running of business programs, both 
personal and communal, Bengawan Solo Junior 
High School includes business and financial 
activities on the student timeline at points (8) (as 
described in the previous section). The financial 
statements made are students' personal financial 
statements for a week. Reporting is done every 
Friday. 

The process of financial education through 
financial statements begins with the preparation of 
financial proposals by students submitted to their 
parents. Previously, it was easy with parents to agree 
on what needs could be financed and subsidized by 
parents. If in the proposed poposal there is an 
inappropriate budget, then the student will evaluate 
and correct it. If the proposal is approved, the 
student obtains an allowance according to the 
proposed plan and must compile a simple financial 
report recorded in each of his books. This is in 
accordance with the narrative of the Headmaster of 
Bengawan Solo Junior High School: 

 "The principle is like this with his parents. Most 
of them are still subsidized with parents. If we talk 
about business it is not possible (it can work well) if 
the child has not been able to manage their money. 
So, starting the first year yesterday, we request it 
with parents (related to this financial report) weekly 
proposal. From there, put it in the financial report. " 

Money managed by students is standard money 
for students' daily needs. This financial management 
does not include other consumptive needs such as 
credit, quota and so on, or financing of Rich Insight 
activities, such as monthly roaming or project back-
packing. This is in accordance with the Headmaster 
of Bengawan Solo Junior High School statement: 

"For quota and credit, we don't allow parents to 
give, so children are trained to make their own 
money to pay for this need." 

In planned and reported financial management, 
students not only include income receipts from 
parents and expenditures for consumption only, but 
also include revenue posts from other sources, such 
as personal business results and debt, as well as 
other expenditure items such as giving accounts to 
peers . 

 
3.4 Discussion 
Understanding the concept of managing finances is 
the essence of financial education. Financial 
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education is a solution to problems caused by low 
individual financial literacy. Financial education is 
provided so that individuals can manage money 
properly on target and prevent the possibility of 
future financial difficulties resulting from decision 
making errors related to personal finance. Financial 
education is very important in order to create 
positive habits for children to be smart and wise in 
managing money. Not only in terms of managing, 
but also how children can generate their own income 
beyond what has been given by parents. So it is 
important for schools and families to work together 
in creating these habits. 

The model for developing the independence of 
the nature of learning-based financial management 
applied by the Bengawan Solo Junior High School 
can be an example for similar programs to be 
implemented by other schools. The freedom that is 
well controlled in Bengawan Solo Junior High 
School related to the planning of learning targets, 
especially those related to business and financial 
programs, can be applied to guarantee and develop 
the existence of the nature of student learning. This 
is in accordance with Santoso's statement (2015) that 
the nature of a child can be damaged or even 
destroyed if in the learning process there are some of 
the following: 1) educators are too driving the child's 
learning process, so that paralyzes children's creative 
power; 2) educators overload material; 3) the 
textbook used does not contain evocative ideas; 4) 
the promotion of competition and fear as learning 
motivations that damage students' learning intentions 
in accordance with the natural disposition. 

The model for developing financial management 
independence in Bengawan Solo Junior High School 
not only prepares students to manage their finances, 
but also prepares students for independence in terms 
of earning a living. This is evident from the 
integration of personal business programs in weekly 
financial records. In addition, habituation through 
project-based learning makes students more 
persistent to earn their own income to finance 
planned roaming and back-packing activities. 

This model does not only stop at financial 
reporting, but is also used as an assessment material 
that the student concerned can truly be considered 
independent in obtaining his income. In this model, 
if students are considered capable and independent, 
facilitator will recommend to parents to stop giving 
their children an allowance. 
 
 
 

4 CONCLUSION AND 
SUGGESTION 

The model for developing the independence of 
natural-based financial management at the 
Bengawan Solo Junior High School through the 
creation of weekly financial reports collaborated 
with business programs instills positive beliefs, 
attitudes and habits in students to be smart and wise 
in managing money. This behavior is likely to be 
carried away to become an adult (aqil baligh) in 
managing the right money such as saving money, 
saving, investing and paying zakat and infaq. This 
indirectly contributes to the basic dimensions of 
financial literacy, namely financial knowledge, 
financial attitudes and financial behavior. Financial 
literacy is a 21st century life skill that improves the 
quality of human resources, enhances living 
standards so that it can be used as a determinant of 
the progress of a nation. The strategy for improving 
financial skills in Bengawan Solo Junior High 
School needs to be carried out on an ongoing basis. 

The implementation of a good model is still not 
supported by other sources of financial literacy. 
Need to be provided with material to support 
financial literacy that is contextual. Facilitators is 
expected to add references and use e-books and 
other materials that can be easily accessed online 
from various sources such as infographics, 
videographies, leaflets, and other technical 
guidelines. In addition, the creation of a validated 
pocket book or simple digital application also needs 
to be done so that students can more freely record 
their finances at every place and time. 
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Abstract: This study aims to examine the relationship between self-efficacy and entrepreneurship learning 
achievement with entrepreneurial interest. This research was conducted in Grade  XI of Accounting major at 
SMK Teladan Pematang Siantar. The population is all eleventh-grade students of Accounting major at SMK 
Teladan Pematang Siantar. The sample was selected by purposive sampling as many as 42 people. The 
research data was collected using questionnaires, observations, and documentation data on the collection of 
the scoring sheet to discern students' entrepreneurship learning achievements. The collected research data 
were analyzed using Correlation Statistics test the Product Moment and multiple regression analysis. The 
result of data analysis shows that the results of the calculation of multiple correlation tests obtained rcount  
at 0.872 and rtable  at 0.294, so rcount > r  or 0.872> 0.294. So, it can be concluded that there is a positive 
and significant relationship between self-efficacy (X1) and Entrepreneurship Learning Achievement with 
Entrepreneurial Interest (Y) of eleventh-grade students of Accounting major at SMK Teladan Pematang 
Siantar. Moreover, information is obtained that students’ self-efficacy is very high, and Entrepreneurship 
Learning Achievement is high. 

1 INTRODUCTION 

Nowadays, the era develops so rapidly, and 
globalization occurs where there seems no 
restriction among countries. It is followed by the 
rapid growth of an industry. Also, this development 
era is followed by a high population. Basically, 
however, the growth rate of the population was not 
followed by the availability of adequate jobs. This 
gap caused a high number of unemployment. 
Obviously, this has become a serious problem that 
must be handled quickly by each country. 

Entrepreneurship is one of the ways to resolve 
the unemployment problem as entrepreneurship can 
create jobs, absorb labor. Also, entrepreneurship 
raises up an opportunity to earn more income than 
other jobs. 

Vocational High School (in Bahasa abbreviated 
SMK) as the national education system has 

considerable opportunities to prepare independent 
experts. Vocational High School as one of the 
educational institutions aims to prepare students to 
have a soul, spirit and professional attitude, to be 
able to work independently, to fill the available job 
vacancies as middle-level workers in accordance 
with the chosen competency skills and self-
confidence or self-efficacy. 

Self-efficacy has an important role in setting 
one's motivation. A person who believes in his 
ability has a high motivation and strives for success. 
An entrepreneur who has positive self-efficacy will 
create a new business. High self-efficacy will 
provide initiative and perseverance to improve the 
business and performance of an entrepreneur. In 
relation to this research, vocational high school 
students who have high self-efficacy will be 
motivated to entrepreneurship. 

Entrepreneurship subjects are taught not only 
theory but the emphasis on the importance of 
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forming students’ self-confidence so that they have 
an interest in entrepreneurship as capital for students 
in running an independent business. These goals can 
be achieved by providing an insight into the 
entrepreneurship subject and activities that can 
develop the entrepreneurial spirit of students. The 
teacher has an important role to motivate students to 
undertake entrepreneurial opportunities. Students’ 
motivation can be formed with knowledge about 
entrepreneurship. 

The results of observations on learning 
achievement conducted by the researchers in Private 
Vocational Schools that from a sample of 42 
students showed that there were 3 students who 
scored <75 and presentation 7.14% categorized as 
unsatisfactory; there were 18 students who scored 
between 75-83 with presentations 42.85% and 
categorized quite satisfactory; there were 15 students 
with grades between 84-91 with a percentage of 
35.71% and categorized as satisfying;  there were 6 
students with grades between 92-100 and with a 
percentage of 14.28% categorized very satisfactorily 

Based on the value of student learning 
achievement above, it can be concluded that 
basically, the average ability of students in 
mastering entrepreneurial material is good. 
However, in reality, the students' achievement 
obtained is not followed by the willingness of 
students to entrepreneurship. The information about 
entrepreneurship received by students does not 
indicate the high interest of students in undertaking 
entrepreneurship. By studying entrepreneurship 
subject, however, it is expected to increase 
entrepreneurial interest in students. This 
entrepreneurial knowledge should be a factor that 
can motivate students to involve directly to 
entrepreneurship, so that knowledge about 
entrepreneurship is not merely a theory, but it can 
build self-confidence in students to be able to 
undertake entrepreneurial opportunities. 

According to the observation questionnaire on 
entrepreneurship interest of 42 students, there were 
15 students with a percentage of 35.71% stating that 
they had no interest in becoming an entrepreneur. A 
total of 10 students with a percentage of 23.80% said 
they were less interested to become an entrepreneur 
and wanted to become employees. While a total of 8 
students with a percentage of 19.04% were hesitant 
to become temporary entrepreneurs, and as many as 
9 students with a percentage of 21.42% said they 
were very interested to become an entrepreneur. 

In accordance with the results of the observations 
above, it can be concluded that the eleventh-grade 
students of Accounting class at SMK Teladan 
Pematang Siantar still have a low interest to become 
an entrepreneur even though they have gained 
knowledge about entrepreneurship. This is caused by 

a lack of confidence, fear of taking risks and failure, 
insensitivity in taking the opportunity. In addition, 
the students did not have an accurate idea and type 
of entrepreneurship that is appropriate with 
vocational high students. Otherwise, if they have 
desires, there are many types of entrepreneurship 
that they can undertake. Especially, in this era of 
fast-paced technology, this is actually not a problem 
if they have positive self-efficacy in establishing 
interest in entrepreneurship. Based on the 
description of the background above, the authors had 
interest in conducting a study entitled "The 
Relationships between Self-Efficacy and 
Entrepreneurship Learning Achievement with 
Entrepreneurial Interest of the Eleventh-grade 
Students of Accounting Major of the Academic Year 
2018/2019 at SMK Teladan Pematang Siantar ". 

2 THEORICAL STUDY 

According to Bandura (2006), self-efficacy is 
people’s belief in their capability in performing a 
task or action to achieve certain results. Basically, 
self-efficacy is the result of cognitive processes in 
the form of decisions, beliefs or rewards about the 
what extent individuals can estimate their abilities in 
carrying out certain tasks or actions needed to 
achieve the desired results. In the grade dictionary of 
Indonesian language (KBBI), the word efficacy 
means efficacy or effectiveness. So literally, self-
efficacy can be interpreted as self-effectiveness. 

Meanwhile, according to Fitriana, et al, self-
efficacy is people’s belief to coordinate their ability 
that can be manifested by a series of actions to meet 
the demands of their own lives. 

Based on several concepts that have been stated 
by experts, it can be concluded that self-efficacy is 
confidence or belief in individual’s ability to 
motivate themselves when completing tasks, taking 
actions, facing obstacles, and achieving goals in life. 

In everyday life, self-efficacy leads us to 
determine goals that challenge and survive to face 
difficulties. More than one hundred studies showed 
that self-efficacy predicts workers’ productivity. 
When problems arise, a strong feeling of self-
efficacy encourages workers to remain calm and find 
solutions rather than reflecting on their inability. 
Thus, efforts and persistence can produce 
achievements. 

According to Bandura (2006), the factors that 
affect self-efficacy are an active achievement as a 
source of the establishment of one's efficacy in 
carrying out a task. An indirect experience related to 
a simple principle if someone else can do it as well 
as me. Observers can view the ways and skills of the 
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person that they are observing. A verbal Persuasion 
can convince someone about their abilities, so it can 
possibly enable them to increase their efforts to 
achieve what they have planned. Physiological 
circumstances are to assess his abilities so that they 
will tend to have hopes of success in carrying out 
larger tasks. 

While Bandura stated that the difference in self-
efficacy in each individual lies in three components, 
namely: magnitude (the level task of difficulty), 
strength (strength beliefs), and generality  

 
2.1 Learning Achievement 
According to Tohirin (2011: 151), learning 
achievement is something that has been achieved by 
students after learning. Meanwhile, according to 
Hamdani (2011: 138), learning achievement is a 
measurement result of the assessment of learning 
effort expressed in the form of symbols, letters, and 
sentences that explain the results achieved by each 
child in a certain period. Syah (2010: 141) states that 
a learning achievement is a measuring tool that is 
widely used to determine the success rates of a 
teaching program. 

Basically, learning achievement is influenced by 
factors that are categorized into two parts, namely 
factors from inside factor (Intern) and external factor 
(Ekstern). Internal Factors (Intern) include 
intelligence and physiological factors that adequate 
attitudes, interests, talents, and motivations from  
someone’s inside. External factors consist of two 
types, namely a family environment and school and 
community environment. 

 
2.2 Entrepreneurial Interest 
Interest arises from the recognition of the 
environment or interaction and learning with their 
environment. If someone has an interest in 
something, they will be a potential to a related 
person to succeed in that field because interest will 
produce extraordinary energy to fight to get what he 
is interested in. 

According to Slameto (2003: 180), interest is a 
sense of preference and attachment to a thing or 
activity, without anyone requesting. Basically, 
interest is an acceptance of a relationship between 
yourself and something outside yourself. The 
stronger or nearer the relationship, the greater the 
interest. 

Meanwhile, according to Dewanti (2008: 3),  
entrepreneurship is the ability to think creatively, 
dare to take risks, and have innovative behavior that 
can be used as the basis, resources, propulsion, 
goals, tactics, tips, and processes in facing life's 
challenges. 

In accordance with  M. Rafiq (2014), 
entrepreneurial interest is the ability of a person to 

venture out in fulfilling all the necessities of life and 
finding solutions to life's problems by establishing a 
business and advancing it with the confidence and 
strength that lies in someone’s inside. 

Entrepreneurial interest is not inherited since 
someone was born, but it grows and develops in 
accordance with the will and desire for 
entrepreneurship in a person. Entrepreneurial 
interest will grow because of the feeling of 
entrepreneurship, so that persistence and high 
curiosity appear in adhering every entrepreneurial 
theory and practice. 

Entrepreneurship will make someone to live 
independently and not to rely on others. Also, this 
will help the government in reducing unemployment 
because entrepreneurship means creating jobs for 
themselves and others. 

3 RESEARCH METHOD 

The research method in this journal is quantitative 
research. The method and type of this research use 
correlational descriptive.  The independent variable 
of this study is self-efficacy (X1) and learning 
achievement (X2); the dependent variable (Y) is the 
entrepreneurial interest. 

This research was conducted in grade  XI of 
Accounting class at SMK Teladan Pematang Siantar 
that consists of 105 people. Sample selection is 
Random Sampling to obtain a sample of 42 people. 

Data collection techniques in this study were 
using questionnaires to measure students' 
entrepreneurial interests, interviews, observation, 
and documentation as data sources of student 
learning achievement. The questionnaire used in this 
study is a closed questionnaire with a Likert scale 
model. The questionnaires given to respondents 
were 20 questions about self-efficacy and 20 
questions about entrepreneurial interests. Each 
question was given an alternative answer with a 
value index according to Sugiyono (2012: 136) 
namely strongly agree for a score of 5, agree for 
score 4, doubtful for score 3, disagree for score 2, 
and strongly disagree for score 1. 

This study used descriptive analysis techniques 
and correlational analysis. Descriptive analysis is 
used to obtain an overview of the self-efficacy level, 
the entrepreneurship learning achievement, and the 
entrepreneurial interest. Multiple linear regression in 
this study is to find the relationship between self-
efficacy and learning achievement as an independent 
variable with entrepreneurial interest as a dependent 
variable. 
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4 RESULT AND DISCUSSIONS 

The description results of the frequency distribution 
table of self-efficacy questionnaire answers 
concluded that the Self-Efficiency of the eleventh-
grade students of Accounting class at SMK Teladan 
Pematang Siantar is relatively good with an overall 
average of 4.16. 

From a sample of 42 students showed that there 
were 3 students with scores <75 and a percentage of 
7.14% categorized as unsatisfactory; 18 students 
with scores between 75-83 with percentage 42.85% 
and categorized as quite satisfying; 15 students with 
scores between 84-91 with a percentage of 35.71% 
and categorized as satisfying; 6 students with a value 
between 92-100 and with a percentage of 14.28% 
categorized with very satisfying 

Data analysis used Product Moment analysis 
technique shows that there is a relationship or direct 
correlation between the variables of Self-efficacy 
(X1) with the variable of Entrepreneurial Interest 
(Y) where the Pearson Correlation value obtained is 
0.847> 0.294 or rx1y> rtable, and the sig value. 
0,000 is less than 0.05. If this score is interpreted, it 
means that both have a very high correlation 
category. 

There is a relationship or direct correlation 
between the variables of Entrepreneurship Learning 
Achievement and Entrepreneurial Interest (Y) where 
the Pearson correlation obtained is 0.768> 0.294 or 
rx1y> rtable, and the sig value. 0,000 is less than 
0.05. If this score is interpreted, it means that both 
have a high correlation category. 

In accordance with the analysis above, it shows 
that the relationship between the variables of self-
efficacy and Entrepreneurial Interest is higher than 
the relationship between the variables of 
Entrepreneurial Learning Achievement and 
Entrepreneurial Interest. 

To discover the relationship between self-
efficacy and Entrepreneurship Learning 
Achievement together with Entrepreneurial Interest 
the eleventh-grade students of Accounting class at 
SMK Teladan Pematang Siantar, the calculation was 
conducted using the multiple correlation formula 
and shown in the table below. 
Table 1: Calculation of Multiple Correlations 
Between Self Efficacy and Learning Achievement 
Entrepreneurship on Entrepreneurial Interest 

Model R R Square 
Adjusted R 
Square 

Std. Error 
of the 
Estimate 

1 .872a ,760 ,748 3,831 

a. Predictors: (Constant), X2, X1 

b. Dependent Variable: Y 

 
The table above shows that there is a relationship 

or direct correlation between the variables of self-
efficacy (X1) and Entrepreneurship learning 
achievement (X2) with Entrepreneurial Interest (Y) 
where rcount > rtable  or 0.872> 0.294. If this score 
is interpreted, it means that both have a very high 
correlation category. 

To discover how much the variables of self-
efficacy and entrepreneurial learning achievement 
can explain Entrepreneurial Interest, it can be 
analyzed based on the coefficient of R^2. The 
determination results of the test are as follows: 

Table 2: Determination Coefficient R^2 
Model Summaryb 

Model R R Square 
Adjusted R 
Square 

Std. Error of 
the Estimate 

1 .872a .760 .748 3.831 

a. Predictors: (Constant), X2, X1 

b. Dependent Variable: Y 

 
 

The table above shows that the R square value at 
0.748. This shows the percentage of independent 
variables namely self-efficacy and entrepreneurship 
learning achievement can increase the level of 
students’ entrepreneurial interest at 0.748 (0.748) or 
74.8% while 25.2% is influenced by other variables 
beyond the research variable. 

From the results of research and data processing, 
it is discovered that self-efficacy (X1) has a positive 
and significant relationship with the entrepreneurial 
interest of the eleventh-grade students of Accounting 
major of the Academic Year 2018/2019 at SMK 
Teladan Pematang Siantar. Based on the correlation 
coefficient test obtained rcount > rtable  or 0.847> 
0.294. So, the first hypothesis is accepted with the 
average of variable questionnaire value of 3.17 with 
a good category, so that the higher the student's self-
efficacy, the higher the level of students’ 
entrepreneurial interest. 

While the results of data processing achievement 
Learning entrepreneurship (X2) with Entrepreneurial 
Interest is explained to have a positive and 
significant relationship. According to the correlation 
coefficient test where obtained rcount > rtable  or 
0.768> 0.294, then the second hypothesis is accepted 
with an average value of  2.97 with a good category, 
so that the higher the level of students’ 
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entrepreneurship learning achievement, the higher 
the students’ learning  achievement. 

Furthermore, from the results of research and 
data processing, the percentage of the contribution 
of the independent variables are self-efficacy and 
Entrepreneurship learning achievement with the 
dependent variable entrepreneurial interest by 0, 748 
(74.8%). So the independent variables in this study, 
self-efficacy and entrepreneurial learning 
achievement, have a contribution of 74.8% to the 
dependent variable, and the remaining 25.2% is 
influenced by other variables outside this study. 

From the results of the calculation of the multiple 
correlation test obtained rcount  at 0.872 and rtable  
at 0.294 or rcount>r or 0.872> 0.294. So, it can be 
concluded that there is a positive and significant 
relationship between self-efficacy and Learning 
Achievement Entrepreneurship with Entrepreneurial 
Interest of the eleventh-grade students of 
Accounting major  at SMK Teladan Pematang 
Siantar. So, the third hypothesis is accepted. 

 

5 CONCLUSIONS 

According to the results of the above research, it is 
discovered that self-efficacy and Entrepreneurship 
Learning Achievement have a great relationship 
with the high and low Entrepreneurial Interest 
entrepreneurship of the eleventh-grade students of 
Accounting major of the academic year 2018/2019 
at SMK Teladan Pematang Siantar 
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Abstract: The classic and general problem that continues to be a concern at school is the lack of student learning 
outcomes. Of the various factors, learning strategies and student characteristics are some of the things that 
influence learning outcomes. This study aims to determine the differences in students 'economic learning 
outcomes taught with contextual and expository learning strategies and their interaction with students' 
personality types. Based on the results of the analysis, sample taken from 35 students of SMA Negeri 1 
taught with contextual learning strategies (CTL) and expository, obtained: (1) economic learning outcomes 
of students taught with contextual learning strategies higher than those taught with strategies expository, (2) 
economic learning outcomes of students with extroverted personality types are higher than introverted 
personality types, and (3) there is an interaction between learning strategies and personality types in 
influencing students' economic learning outcomes. 

1 INTRODUCTION 

One of the problems faced by Indonesia is the low 
quality of human resources. The low quality of 
Indonesian human resources is due to the low 
quality of public education, which should be a 
determinant of the progress of a nation. Education is 
accepted and lived as a treasure that is very valuable 
and genuinely productive because productive work 
in the present is work based on reason, not on hands. 
So that the formation of educated humans is the 
most important capital for a nation. Given that if 
viewed from the perspective of the state, education 
is the path to prosperity and the progress and 
existence of a country. Therefore, almost all 
countries today make education the main concern, 
especially when a paradigm emerges that knowledge 
is the only way to a better, more useful and 
productive life. 

The low quality of education can indicate the 
quality of learning carried out so far is still 
ineffective, inefficient, and unable to increase 
student learning interest. The indicator of student 
learning success is the semester test score carried out 

by the government every semester as a teacher's 
evaluation of the quality of students globally. 

Student learning outcomes are influenced by two 
factors: external factors (from outside the students) 
and internal factors (from within students). External 
factors, one of which is the learning strategy or 
method used, while internal factors, one of which is 
the personality (Slameto, 2010). 

Many strategies can be used in the learning 
process, including contextual and expository 
strategies (Hamruni, 2013). According to Hamruni 
the learning strategy that links or connects material 
learned with real life is a contextual learning 
strategy. This strategy is different from the others 
because the use of this strategy fully involves 
students in the learning process. While the 
expository strategy is a learning strategy that 
emphasizes the process of delivering material 
verbally from a teacher to a group of students with 
the intention that students can master learning 
material optimally. 

From the above understanding, it is suspected 
that the use of contextual learning strategies will 
produce superior learning outcomes compared to the 
use of expository learning strategies. This is in line 
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with Daniah's research which states that learning 
outcomes are higher with the use of contextual 
rather than expository strategies (Daniah. 2010). 

To obtain stages of learning activities that are 
empowered and effective, the teacher must be able 
to determine what teaching and learning strategies 
are used (Lubis, 2015). This means that the 
creativity and skill of the teacher are needed in 
determining the learning strategy based on the 
students' character and the situation in which they 
are facing. 

Concerning this statement, in the teaching and 
learning process, an educator will be faced with 
many situations, one of which is the readiness of 
students. This is inseparable from the nature of 
students/personality given that one of the factors that 
influence student learning readiness is personality. 
In essence, there are 2 types of personality namely 
extrovert and introvert. Students who have 
extroverted personalities tend to be very enthusiastic 
in starting lessons because they are basically very 
fond of collaboration and tend to be active, so active 
learning strategies are very appropriate to use in 
their classrooms. While introverted individuals are 
the opposite, they tend to be passive and do not like 
working together. So that passive learning strategies 
are appropriate for students who have this type of 
personality. 

2 THEORICAL FRAMEWORK 

2.1 Learning Strategies 
Learning and teaching are processes that contain 
three elements, namely teaching (instructional), 
experience (process), and learning outcomes. 
(Sudjana, 2014). Learning is an ongoing process, 
which never stops and is not limited to the classroom 
walls. This is based on the assumption that all 
human life will always face problems or goals they 
want to achieve. In the process of achieving that 
goal, humans will be faced with various obstacles. 
Learning can also be interpreted as a process of the 
occurrence of relatively permanent changes resulting 
from experience in the form of training or 
interaction with the environment. The results of 
economic learning can be interpreted as the results 
achieved by students in the form of changes in the 
mastery of knowledge and skills in learning about 
human behavior in meeting their diverse needs with 
limited resources through the choice of activities of 
production, consumption, and/or distribution (Rondi, 
2015). 

Then it can be concluded that economic learning 
outcomes are behavioral changes such as memory, 
understanding, application, analysis, evaluation, and 
creativity that students have after experiencing an 
economic learning process within a specified period 
based on instructional objectives. 

Strategy as an arrangement, approach, or rules to 
achieve a goal by using energy, time, and 
convenience optimally. (Hamdani, 2011). Now the 
term strategy is widely used in various fields of 
activity that aim to obtain success or success in 
achieving goals. For example, a manager or 
company leader who wants big profits and success 
will implement a strategy to achieve that goal, a 
basketball team coach will determine the strategy 
that is considered appropriate to win a match. 
Likewise, a teacher who expects good results in the 
learning process will also apply a strategy so that the 
learning outcomes of students get the best results. 

Learning strategy is a learning activity that must 
be done by teachers and students so that learning 
objectives can be achieved effective and efficient 
simultaneously. (Istarani, 2012). 

Menurut Departemen Pendidikan Nasional 
(2003:5) menyatakan:Pendekatan kontekstual 
(Contextual Teaching and Learning/CTL) adalah 
konsep belajar yang membantu guru mengaitkan 
antara materi yang diajarkannya dengan situasi 
dunia nyata siswa dan mendorong siswa membuat 
hubungan antara pengetahuan yang dimilikinya 
dengan penerapannya dalam kehidupan mereka 
sehari-hari, dengan melibatkan tujuh komponen 
utama pembelajaran efektif, yakni: konstruktivisme 
(Constructivism), bertanya (Questioning), 
menemukan (Inquiri), masyarakat belajar (Learning 
Community), pemodelan (Modelling), refleksi 
(Reflection), dan penilaian sebenarnya (Authentic 
Assessment). 

The expository learning strategy is a learning 
strategy that emphasizes the process of delivering 
material verbally from a teacher to a group of 
students with the intention that students can master 
the material optimally. (Sanjaya, 2005). Roy Killen 
named this expository strategy as a direct learning 
strategy because in this strategy learning material 
was delivered directly by the teacher, students were 
not required to find the material (Sanjaya, 2009). 

Basically, expository learning is the same as 
learning that occurs by learning to accept (Ausubel 
and Anwar, 2006) "This strategy emphasizes the 
speaking process, the subject matter is deliberately 
given directly. The role of students in this strategy is 
to listen and master the material presented by the 
teacher. This learning strategy emphasizes the 

UNICEES 2018 - 1st Unimed International Conference on Economics Education and Social Science

158



 

relationship between stimulus and response that 
must be implemented. 
 
2.2 Personality Type 
Personality comes from Latin, the word persona, 
meaning mask that actors use to hide their identity in 
a game or performance. This is in line with the 
opinion of C. Gustav Jung who stated that 
throughout human life, always wearing this mask to 
cover up his inner life (Syamsu and Nurihsan, 2007). 

According to Sobur, citing Allport's personality 
definition as follows: "Personality is the dynamic 
organization within the individual of those 
psychophysical systems that determine its unique 
adjustment to its environment." The purpose of 
Allport's definition is that personality is dynamic 
organizations of psychophysical systems in 
individuals who also determine their unique or 
unique ways of adjusting to their environment. 

Eysencef defined personality as the total number 
of patterns of actual or potential action of an 
organism determined by heredity and the 
environment. From this definition, Eysenck shows 
that personality is influenced by heredity and 
environment. Descent refers to the factors 
determined at conception. The real figure, the 
attractiveness of the face, genitals, temperament, 
muscle composition and reflexes, energy levels, and 
biological rhythms are characteristics generally 
considered to influence from both parents. The 
descent approach argues that the most recent 
explanation of an individual's personality is the 
molecular structure of the genes located in the 
chromosome. 

Eysenck argued that individuals belonging to 
introverted personality are individuals who have the 
following characteristics: always directs their views 
on themselves, all attention is directed into their own 
soul life, their behavior is mainly determined by 
what happens to themselves while the outside world 
is not much meaning in determining its behavior, 
therefore individuals with this type often do not have 
contact with their surroundings. Introverted 
personality can also be defined as a quiet, shy person 
who is relatively separate from others and 
emotionally withdrawn. 

Correspondingly, according to Robbins (2007), 
"A person who withdraws and focuses attention to 
understanding himself is described as an introvert." 
Introverts are more fun to calm and centralized 
environments, which give them loneliness, and that 
gives them the opportunity to explore profound 
experiences of the series limited experience in him. 
Individuals with introverted personality types tend to 

orient their souls towards themselves, like to be 
alone, keep their distance from others, take a long 
time to adjust to the environment, not easily believe, 
dislike stimulation, like to live regularly, feeling 
under strict control, slightly pessimistic, and uphold 
ethical values. 

Eysenck illustrates that an extrovert will have the 
following characteristics: they are classified as 
friendly people. The person who is easy to get along 
with likes parties has lots of friends, always needs 
friends to talk to, and likes all forms of cooperation. 
They often take the opportunity that comes to them, 
not infrequently, and often act without thinking first, 
generally including explosive individuals. Extroverts 
like jokes, they are quick to respond to the questions 
shown to themselves and like change. They are 
jovial individuals who are not too troublesome, 
optimistic and cheerful. They prefer to do activities 
rather than stay silent, tend to be aggressive, lose 
patience easyly, sometimes lack control over their 
feelings well, and sometimes they also cannot be 
trusted. 

According to Jung (in Howard and Miriam, 
2008: 134), an extroverted person is influenced by 
the objective world, outside himself. Orientation is 
focused on the mind; the underlying feeling is 
mainly determined by the environment both social 
and non-social. 

3 RESEARCH METHOD 

This research was conducted in SMA Negeri 1 Raya, 
Simalungun Regency, North Sumatra Province in 
the odd semester of 2017/2018 school year. The 
population in this study were all students of class X 
IPS in SMA Negeri 1 Raya totaling 101 students 
with a sample of 70 students taken by purposive 
sampling technique. This type of research is quasi-
experimental research; this method is carried out 
because there is no change in the classroom situation 
and the schedule of the study is ongoing. 

The study was carried out by applying different 
learning strategies in two different classes. Class X 
IIS-1 is a class that will be taught with contextual 
learning strategies (CTL), and class X IIS-2 is a 
class that will be taught with an expository learning 
strategy. Before experimenting, these two sample 
classes were first given a questionnaire to find out 
the personality type of students. The research 
samples from each class were grouped into two 
groups: groups of students who have extroverted 
personalities and introverted personalities. 
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The experimental design used in this study is a 
2x2 factorial design as in Table 1, meaning that this 
study only involves two levels, namely: (1) Factors 
of contextual learning strategies and expository 
learning model factors which are independent 
variables, and (2) personality type factors students 
consisting of extroverted personality and introverted 
personality as moderator variables. Data collection 
techniques in this study using test and questionnaire 
techniques. Data for economic learning outcomes 
were collected using tests, while data about students' 
personalities were collected using questionnaires. 

Data analysis techniques used in this study are 
descriptive quantitative statistical techniques. 
Descriptive statistical techniques are used to 
describe the data, among others: average value 
(mean), median, standard deviation, and the 
tendency of data. Quantitative statistical techniques 
are used to test the hypothesis with the two-way 
analysis of variance (ANOVA) (2x2 factorial 
design) with the level testing significance of α = 
0.05. In this case the use of variance analysis, after 
first testing the normality data requirements by using 
Chi-Square test and variance homogeneity test using 
Fisher and Bartlet test. These variables will then be 
included in the research design as in Table 1 below: 
 

Table 1: Research plan with Factorial 2x2 
 
 

Learning 
Strategies 
Factor A 

Learning Strategies 

Personality 
type factor 
B 

 Contextual 
(A1) 

Expository 
(A2) 

Personality 
Type 

Extrovert 
(B1) 

A1B1 A2B1 

Introvert 
(B2) 

A1B2 A2B2 

 
exp 
A1 : contextual learning strategy 
A2  : Expository learning strategy 
B1  : Extrovert 
B2  : Introvert 
A1B1 : Group of students treated with a contextual    
    learning strategy with the extroverted  

  personality 
A1B2 : group of students given treatment with  

  contextual learning strategies with the  
  introverted personality 

A2B1 : group of students given treatment with  
  expository learning strategies with the  
  extroverted personality  

A2B2 :  group of students given treatment with  
      expository learning strategies with the  

    introverted personality 

4 RESULTS 

Test Requirements 
Based on calculations through Chi-Square test, the 
eight data groups came from populations that were 
normally distributed and based on Fisher's test and 
Bartllet's test, the entire data group, had 
homogeneous variance. 

 
Research Hypothesis Test 
Based on the test data of students' economic learning 
outcomes, the next step is to calculate the total score 
and the average score of each treatment group 
according to the two-track ANAVA table, which can 
then be used as a basis for statistical decisions to test 
hypotheses, as in table 2 below. 

 
Table 2: Summary of Two Way ANOVA 

 Learnin
g 
Strategy 
Faktor 
A 

Learning Strategy 

Total 

Pers
onali
ty 
type 
fo 
Stud
ents 
Fakt
or B 

 

Contextual 
(A1) 

Expository 
(A2) 

Extrovert (B1) 

N1 = 20 
∑X1 = 254 
∑X2 = 3249 

N3 = 16 
∑X3 = 164 
∑X2 = 
1752 

N =36 
∑Xb1 = 418 
∑X2 = 5001 

Introvert (B2) 

N2 = 15 
∑X2 = 159 
∑X2 = 1694 

N4 = 19 
∑X4 = 232 
∑X2 = 
2862 

N =34 
∑Xb1 = 390 
∑X2 = 4556 

Total 

N = 35 
∑Xk1 = 413 
∑X2 = 4943 

N = 35 
∑Xk2 = 
396 
∑X2 = 
4614 

 

Overall results of the 2x2 factorial ANOVA 
calculation for testing the research hypothesis can be 
seen in the table below. 

 
Table 3. Summary of Hyphotesis Testing 

Varian JK RJK dk F 
value 

Result 

Between 
column 
(A) 

50.3 50.3 1 25.15 Significant 

Between 
row (B) 

23.41 23.41 1 11.71 Significant 

Interaction 47.76 47.76 1 23.89 Significant 
Error 131.5 1.99 66   

 
Differences in economic learning outcomes of 

students taught by contextual learning strategies and 
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expository learning strategies. The hypothesis tested 
is: 

H0: µA1 ≤ µA2 
Ha: µA1> µA2 
Based on the results of hypothesis testing in table 

2 above, the results of the calculation of the learning 
strategy data are obtained, where Fvalue = 25.15> 
Ftable = (3.99) at α = 0.05, which means the Zero 
Hypothesis (H0) is rejected. Thus the research 
hypothesis states that economic learning outcomes 
of students who are taught with contextual learning 
strategies are higher than the economic learning 
outcomes of students who use expository learning 
strategies (Ha) tested the truth. 

Differences in economic learning outcomes of 
students who have the extroverted personality and 
have an introverted personality. The hypothesis 
tested is: 

H0: µB1 ≤ µB2 
Ha: µB1> µB2 
There is an interaction between contextual 

learning strategies and student personality types. The 
hypothesis tested is: 

H0: A x B = 0 
Ha: A x B ≠ 0 
Based on the results of hypothesis testing in table 

2 above, the results of the calculation of the 
interaction data of the learning strategy and the 
personality type of students are obtained, where 
Fvalue = 23.89> Ftable = (3.99) at α = 0.05, which 
means that the Zero Hypothesis (H0) is rejected. 
research hypothesis which states that there is an 
interaction between learning strategies and student 
personality types in influencing students' economic 
learning outcomes (Ha) tested the truth. 

Because there is an interaction between learning 
strategies and personality types in influencing 
economic learning outcomes, it is necessary to do 
further testing (post hoc test), to find out the average 
learning outcomes which sample is different. To see 
the form of interaction between learning models and 
personality types in influencing economic learning 
outcomes, further tests were carried out using the 
Scheffe test. A summary of the Scheffe test results 
can be seen in table 4 below: 

 
Table 4: Summary of Scheffe Post-Hoc Test 

No Comparison 
between 
group 

F 
value 

F 
table 

Result 

1 Cell A1B1 
and Cell 
A1B1 

9.36 2.74 Significant 

2 Cell A1B1 
and Cell 

12.98 2.74 Significant 

A2B1 
3 Cell A1B1 

and Cell 
A2B2 

0.54 2.74 Not-
Significant 

4 Cell A1B2 
dan Cell 
A2B1 

0.24 2.74 Tidak 
signifikan  

5 Cell A1B2 
dan Cell 
A2B2 

5.44 2.74 Signifikan 

6 Cell A2B1 
dan Cell 
A2B2 

8.21 2.74 Signifikan 

 
Acceptance criteria, if Fvalue> Ftable, then there 

is a significant difference. Based on the Scheffe test 
above, it is concluded as follows: 

a. There are significant differences between the 
economic learning outcomes of groups of students 
who have an extroverted personality who are taught 
using contextual learning strategies (A1B1) 
compared to groups of students who have an 
introverted personality (A1B2) who are taught using 
contextual learning strategies with Fvalue> Ftable 
9.36> 2.74. Based on the average value, it appears 
that the group of students who have extroverted 
personality are taught using contextual learning 
strategies (12.70) obtain higher economic learning 
outcomes than the group of students who have 
introverted personality taught using contextual 
learning strategies (10.50). 

b. There are significant differences between 
economic learning outcomes of groups of students 
who have an extroverted personality who are taught 
using contextual learning strategies (A1B1) 
compared to groups of students who have 
extroverted personality taught by using expository 
learning strategies (A2B1) with Fvalue> Ftable, ie, 
12.98> 2.74. Based on the average value, it appears 
that the group of students who have extroverted 
personality are taught using contextual learning 
strategies (12.70) obtain higher economic learning 
outcomes than the group of students who have 
extroverted personality taught using expository 
learning strategies (10.25). 

c. Economic learning outcomes between groups 
of students who have extroverted personality taught 
using contextual learning strategies (A1B1) with 
groups of students who have introverted personality 
taught by using expository learning strategies 
(A2B2) show no difference, where the value Fvalue 
<Ftable is 0.54> 2.74. This result shows that groups 
of students who have extroverted personality are 
taught by using contextual learning strategies 
(12.70) as a whole there is no difference compared 

Differences in Economic Learning Outcomes based on the Interaction of Contextual and Expository Learning Strategies with Personality
Types of Students

161



 

to groups of students who have introverted 
personality taught using expository learning 
strategies (12.21). 

d. Economic learning outcomes of groups of 
students who have introverted personality taught 
using contextual learning strategies (A1B2) with 
groups of students who have extroverted personality 
taught by using expository learning strategies 
(A2B1) cannot be used, where the value of Fvalue 
<Ftable is 0.24 > 2.74. The things that are done by 
groups of students who have introverted personality 
by using contextual learning strategies (10.60) 
overall there is no difference in groups of students 
who have extroverted personality taught using 
expository learning strategies (10.25). 

e. There are significant differences between the 
economic learning outcomes of groups of students 
who have an introverted personality who are taught 
using contextual learning strategies (A1B2) 
compared to groups of students who have 
introverted personality taught using expository 
learning strategies (A2B2) with Fvaluet> Ftable ie, 
5.44> 2.74. Based on the average value, it appears 
that groups of students who have introverted 
personality are taught using expository learning 
strategies (12.21) obtain higher economic learning 
outcomes than groups of students who have 
introverted personality taught using contextual 
learning strategies (10.60)). 

f. There are significant differences between 
economic learning outcomes of groups of students 
who have extroverted personality taught using 
expository learning strategies (A2B1) compared to 
groups of students who have introverted personality 
taught using expository learning strategies (A2B2) 
with Fvalue> Fable, i.e., 8.21> 2.74. Based on the 
average value, it appears that groups of students who 
have introverted personality are taught using 
expository learning strategies (12.21) obtain higher 
economic learning outcomes than groups of students 
who have extroverted personality taught using 
expository learning strategies (10.25). 

Based on the results of testing the hypothesis 
above it can be seen that there is an interaction 
between the learning strategy and the type of 
personality of students towards the results of 
economic learning. This form of interaction can be 
seen in the diagram below. 

Figure 1: Diagram of Learning Strategy Interaction 
with Personality Type 

Based on the results obtained in hypothesis 
testing, it can be stated that: 

1. Differences in Economic Learning Outcomes 
of Student Groups Given Contextual Learning 
Strategies with Student Groups Given Expository 
Learning Strategies. 

The results of this study indicate that overall 
economic learning outcomes of groups of students 
who are given contextual learning strategies are 
higher than the economic learning outcomes of 
groups of students given an expository learning 
strategy.  

This contextual learning strategy is very suitable 
to be used in economic lessons because economic 
lessons consist of facts, concepts, principles whose 
scope is quite broad, so it requires a method that 
involves students in understanding fully. Learning 
by using contextual learning strategies provides 
students with more excellent opportunities to gain 
awareness and develop their concepts better because 
they involve students' experiences. 

The findings in this study based on the analysis 
of hypothesis testing and Scheffe's further test 
showed that the average score of the economic 
learning outcomes of students who were given a 
contextual learning strategy was 11.75, higher than 
the economic learning outcomes of students treated 
with expository learning strategies, namely 11.42. 
The results of the analysis of variance analysis for 
the two treatment forms of the learning strategy 
show that Fvalue (25.15)> Ftable (3.99), at the level 
of α = 0.05. The test results above show that there 
are significant differences between student learning 
outcomes given contextual learning strategies and 
students given expository learning strategies.. 

This is in line with the results of the State study 
(2011), entitled "The Effect of Contextual Learning 
Strategies and Emotional Intelligence on Indonesian 
Language Learning Achievement of Grade IV 
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Students of Singopuran 01 Kartasura Elementary 
School in the Academic Year 2010/2011," which 
concluded that contextual learning methods can 
produce Indonesian language learning achievement 
is better than the lecture learning method, with the 
test statistic value Fvalue> Ftable, which is 4,627> 
4,013 and the average value of learning achievement 
of students who are subjected to contextual learning 
method is greater than the lecture learning method, 
namely 75,61> 69.35. 

 
2. Differences in economic learning outcomes of 

groups of students who have an extroverted 
personality type with a group of students who have 
an introverted personality type. 

Everyone has a unique and unique personality, 
which is often called personality. There are two 
types of personality, namely extrovert and introvert. 
Extroverted students tend to be faster and more 
comfortable in establishing social relationships and 
adapting to others or their environment, so that when 
they discover the facts of problems in economic 
learning they will be provoked to search and ask 
people who are more capable, and interested in 
connecting/associating material with their respective 
experiences. This is because personally extroverted 
students tend to be easier to deal with tasks and 
economic problems that mostly require reasoning. 

This study shows that students who are 
extroverted have better economic learning outcomes 
than economic learning outcomes of students with 
the introverted personality. From the findings of the 
study that the average score of economic learning 
outcomes of students who have extroverted 
personality is 11.61, higher than the economic 
learning outcomes of students who have an 
introverted personality that is 11.44. this is because 
students who are extroverted are individuals who are 
active and ask questions. Likewise, if it is associated 
with social behavior, these two personality types 
show significant differences. 

The findings in this study based on hypothesis 
analysis and Scheffe's further tests show that Fvalue 
(11.71)> Ftable (3.99), at the level of α = 0.05. The 
test results above show that there are significant 
differences between economic learning outcomes of 
students with the extroverted personality and 
economic learning outcomes of students with 
introverted personality. 

This study is in line with the results of Samosir 
and Sibuea's (2014) study, with the title "The Effect 
of Cooperative Learning Models and Student 
Personality Types on Integrated Social Studies 
Learning Outcomes," which concluded that based on 

the results of hypothesis testing obtained the results 
of the calculation of personality type data, where 
Fvalue = 5, 37 and the critical value of Ftable with 
dk = (1.68) and α = 0.05 is 3.98. These results 
indicate that Fvalue = 5.37> Ftable = 3.98 which 
states that students who have extroverted personality 
types obtain higher Social Studies learning outcomes 
than students who have introverted personality 
types. 

3. Interaction Between Giving Learning 
Strategies to Students' Type of Personality in 
Influencing Economic Learning Outcomes. 

The results of the study stated that learning 
strategies and personality types of students interact 
with each other in influencing economic learning 
outcomes. From the calculation results obtained 
Fvalue (23.89)> Ftable (3.99), at the level of α = 
0.05. The existence of interaction proves that the 
learning strategy has a different influence on 
economic learning outcomes if delivered to groups 
of students who have different personalities. 

The consideration of the personality traits of 
each student is something that should be noted. This 
is known because each student has a different 
personality. But the focus of the research is 
extroverted and introverted personality. The results 
of the data analysis of this study indicate that the 
average economic learning outcomes of extroverted 
individuals who were treated with contextual 
learning strategies (12.70) were higher than those of 
introverted students who had expository learning 
strategies (12.21). 

This finding is in line with the results of 
Mularsih's research (2010), with the title "Learning 
Strategies, Personality Types, and Indonesian 
Language Learning Outcomes for Junior High 
School Students," which concluded that there was a 
positive interaction between learning strategies and 
personality types on Indonesian learning outcomes. 
junior high school students. This is indicated by the 
results of calculations through the ANOVA test, 
with Fvalue = 27.31> Ftable (0.05) = 4.06. 

This is understandable because students who 
have extroverted personality tend to like interacting 
with their social environment and in this case the 
school environment, extroverted students like to 
discuss, socialize, and like to ask questions with 
their friends and this is in accordance with the 
application of sexual learning strategies that involve 
many discussion activities. Students are directed to 
link social experiences/groups/individuals with 
material taught in the classroom, so students are 
encouraged to think critically and are able to 
contribute in real life. Whereas students who have 
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introverted personality tend to be alone, withdraw 
from the crowd, prefer to work alone and accept it so 
that they tend to be closed and do not like 
communicating with others. So introverts prefer to 
listen and record every subject material presented by 
the teacher, this is in accordance with expository 
learning strategies which are more likely to be 
dominated by teachers and many students hear and 
receive raw material (one-way learning) from 
educators. Thus it can be understood that there is an 
interaction between learning strategies and 
personality types on student economic learning 
outcomes. 

5 CONCLUSIONS 

Based on the results of the research and discussion 
that has been stated previously, some conclusions 
can be drawn as follows: 
1. Giving learning strategies will affect the 

learning outcomes of Economics, namely 
groups of students who are treated with 
contextual learning strategies will have a greater 
influence on learning outcomes compared to 
expository learning strategies. Therefore, 
contextual learning strategies will be better used 
in improving economic learning outcomes. 

2. The economic learning outcomes of students 
with extroverted personality as a whole are 
higher than the group of students with an overall 
introverted personality. This finding means that 
students who are extroverted are better or more 
dominant than students who are introverted in 
economics. 

3. There is an interaction of learning strategy 
treatment with students' personality towards 
economic learning outcomes. Contextual 
learning strategies are better used for 
extroverted students while expository learning 
strategies are more used for introverted 
students. 
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Abstract: This research aims to determine the effect of parents' socio-economic status and learning environment on 
student achievements. This research was carried out in the Business Education Study Program of Economics 
Faculty, State University of Medan. This type of research was exposited facto with the sampling technique 
using random sampling technique or randomly from 103 students who were sampled, there’re 52 students. 
Data collection instruments in this research were observation, documentation, and questionnaires. The 
results of multiple linear regression calculations are Y = 2.731 + 0.119X1 + 0.104X2. The results of it 
indicate that the hypothesis is accepted that there is a positive and significant influence on parents’ socio-
economic status and the learning environment on student achievement. 

1 INTRODUCTION 

Education is one of the fields of development that is 
prioritized for its implementation as an effort to 
achieve one of the national goals, namely to educate 
the nation’s life. Through education, there will be 
changed in one's behavior, from those who did not 
know before knowing and understanding something. 
According to Act No.20 of 2003 concerning the 
National Education System That "education is a 
conscious and planned effort to realize a learning 
atmosphere and learning process so that students 
actively develop their potential to have spiritual, 
religious, self-control, personality, intelligence, 
Noble character, as well as the skills needed by him, 
society, nation and state. 

Based on this understanding above, formal 
education is very important for everyone so that 
individuals can develop their potential and will be 
useful for themselves, society, nation and country. 
The strategic position in the field of education in the 
development of the nation must always be sought to 
improve the quality and quantity by existing 
educational institutions. 

Higher education as one of the institutions that 
has the task and function to strive for, enhance and 
foster the potential of the students in order to have a 
quality in the knowledge, skills and attitudes needed 

in the life of society, nation and state. One measure 
of educational success is academic achievement of 
students. Students in this case are students who are 
still in transition and adjustment. Adolescents 
generally can’t be separated from problems that can 
affect their academic performance. 

According to Syah (2010) that achievement is 
the level of success of students achieving the goals 
set in a program. Achievement is a person's real 
ability as a result of doing a certain activity that can 
be measured. 

 
Table 1: Learning Achievement Students of 
Business Education Study Program Alumni 2016 

No GPA The Total of 
Students 

% 

1 2,01-3,00 25 24% 
2 3,01-3,24 27 26% 
3 3,25-3,49 39 38% 
4 3,50-3,74 10 10% 
5 3,75-4,00 2 2% 

Total 103 100% 
(Source : List of Semester Grades 1V 2017/2018) 

From the achievement index table above, it can 
be seen that only 12% of students who have an 
achievement index from 3.50 and above. 

Good education is certainly influenced by many 
factors. According to Slameto (2010) there are 2 
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factors that influence learning achievement, namely 
internal and external factors. Internal factors include 
the level of ability, motivation, talent, and also 
interest, while external factors such as family 
circumstances, parents' socio-economic status, and 
learning environment. 

Today, especially in Indonesia, there are many 
parents who can’t afford to meet their children's 
expensive educational needs. In the family, parents 
have very heavy duties and obligations, especially in 
fulfilling all the needs of the child, both daily needs 
and needs in children's education. 

Slameto (2010) states that the family's economic 
condition is closely related to children's learning. 
Children who are learning other than having to 
fulfill their basic needs, such as food, clothing, 
protection, health, etc., also need learning facilities 
such as study rooms, tables, chairs, lighting, 
stationery, books, and others. 

In reality in real life many parents who have low 
socio-economic status find it difficult to meet their 
children's educational needs. With this situation, it 
will be difficult for the them to obtain information 
from outside because they are not supported by the 
facilities. They are also not supported by enough 
money to buy books. 

Most of the students with families’ low 
socioeconomic status backgrounds besides learning, 
they also try to find a side job to get additional fees 
from parents. 

In addition to the parents’ socio-economic status, 
one that supports learning achievement is the 
learning environment. Students who have high 
knowledge but the location of learning is in the 
midst of an unfavorable community environment, 
the environment will have an unfavorable impact on 
students learning achievement. Instead a pleasant 
learning environment, not threatening, encouraging, 
and optimism for students in learning, tends to 
encourage someone to learn. 

According to Slameto (2010) that the learning 
environment should be calm, do not be disturbed by 
the surroundings from around. For learning, mind 
concentration is needed. 

Based on the observations which is made by 
researchers on 2016 in Business Education Study 
Program of the students on February 15, 2018, they 
had not only experienced problems in the campus 
environment, but there were also students who 
experienced problems in the family environment and 
the community. 

 
Tabel 2: Parents’ (Father) Education Level of 
Business Education Students Alumni 2016 

No Education Level % 

1 Graduated from 17% 

Undergraduate 

2 Graduated from Senior 
High School 

35% 

3 Graduated from Junior 
High School 

24% 

4 Graduated from 
Primary School 

24% 

Total 100% 

(Source: Data of business Education Students on 
2016) 
 
Tabel 3: Parents’ (Mother) Education Level of 
Business Education Students Alumni 2016 

No Education Level % 

1 Graduated from 
Undergraduate 

17% 

2 Graduated from Senior 
High School 

36% 

3 Graduated from Junior 
High School 

24% 

4 Graduated from Primary 
School 

23% 

Total 100% 

 
Tabel 4: Parents’ Income Presentation The Students 
of Business Education Study Program 2016  
Class >Rp3.000.0

00 
= Rp 
1.000.000 
–Rp 
3.000.000 

= Rp 
5.00.000 
– Rp 
1.000.000 

A Reguler 20% 40% 40% 
B Reguler 13% 46% 41% 
C Ekstensi 62% 21% 17% 
(Source: Data of business Education Students on 
2016) 

Based on the table data above, it can be seen that 
the conditions of socio-economic status of various 
students’ parents. The parents' economic income has 
an effect on the ability to finance their children's 
education and complete their learning needs. So that 
the situation can be said as one of the factors 
influencing the socio-economic status of learning 
achievement. 

Every student in principle has the right to get 
opportunities in achieving satisfactory achievements 
in various fields, especially in education field. But in 
reality it seems clear that students have differences 
in intellectual abilities, physical abilities, learning 
approaches and most importantly the family's 
economic background which is sometimes very 
striking between one of students with other students 
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which has an impact on students learning 
achievement. 

In fact, seeing these two factors, there are still 
many parents who pay less attention to their 
children's education, where parents socio-economic 
status and parents' income affect student 
achievement and learning environment that are less 
supportive so that students themselves are less eager 
in learning. 

2 THEORICAL REVIEW 

Parents’ Socio-Economic Status 
According to Soekanto (2003: 53) Socio-economic 
status is a condition or socially regulated position in 
a particular position in the structure of society, the 
provision of this position is accompanied by a set of 
rights and obligations that are only fulfilled by the 
bearer of status, namely: education, employment, 
income and dependents of parents. 

The economic condition of parents in daily life 
depends on two interrelated things, namely the 
existence of unlimited family needs, both in quantity 
and quality, and the number of resources available to 
fulfilled these needs is limited above. 

From the definition above, it can be emphasized 
that social status is the position of someone who 
influences that person in a different group between 
individuals and positions, having an order that is not 
separated. Whereas socio-economic status is more 
directed at the income a person has. The socio-
economic status of parents determines the level of 
experience in a person's life. 

According to Iman (2013) states that socio-
economic status or socio economic status is a socio-
economic ranking or stratification of society that is 
compiled based on independent agency research. 

Based on some of the meanings above, it can be 
concluded that the notion of parents' socio-economic 
status is an economic condition which is reflected in 
the extent to which activities or businesses are 
carried out by the family in the community to fulfill 
their needs. 

The Indicators used in measuring socio-
economic status include parents' education, parents' 
work and parents' income, number of dependents 
and type of residence. 

 
1. Education Level 
According to Amrizal (2013) in the Constitution of 
the Republic of Indonesia No. 20 CHAPTER 1 
Article 1 paragraph 1 of 2003 concerning the 
National Education System states: Education is a 
conscious and planned effort to realize a learning 
atmosphere and learning process so that students 

actively develop their potential to have spiritual 
spiritual strength, self-control, personality, 
intelligence, morals noble, as well as the skills 
needed by him, society, nation and state. 
2. Work 
Work is one of the activities that can be earned to 
make money or reward. The work is not just done, 
but also requires expertise and responsibility for 
what is done. 

 
3. Revenue 
Revenue is the whole result of the work of the head 
of the family and other family members which is 
realized in the form of money and goods. 

 
4. Number of Parents' Dependents 
The number of dependents of parents will affect the 
socioeconomic status of parents. Dependents are 
family members who are not productive yet. The 
more dependents in a family, the higher the cost of 
family needs. Conversely if the family dependents 
are few, the costs for living needs will also be 
smaller. Thus parents can set aside income for 
children's education costs. 

 
5. Type of Residence 
The atmosphere of a comfortable, clean home, and 
accompanied by adequate facilities will provide 
comfort to family members at home. This can be 
found in families with sufficient economic 
conditions and able to fulfilled basic needs, 
secondary needs, and other needs. On the other 
hand, in families with low economic conditions in 
fulfilling the need for facilities, they are not fulfilled. 

 
Learning Environment 
According to Nasution, the learning environment is 
the natural environment and social environment. 
Natural environment such as temperature, humidity, 
while the social environment can be human. 

Muhammad Saroni explained that the learning 
environment is everything related to the place where 
the learning process is carried out. This environment 
includes two main things, namely the physical 
environment and social environment, both aspects of 
the environment in the learning process must be 
mutually supportive, so that students feel at home in 
school and want to follow the learning process 
consciously and not because of pressure or 
compulsion. 

From some of these definitions, it can be 
concluded that the learning environment is 
everything that includes and comes from outside and 
from within students who can support learning 
activities, so that the learning environment can be 
created in such a way as to be able to facilitate 
students to carry out learning activities. 
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Learning achievement 
According to Hamdani (in Istirani, 2017) it’s that: 
"Achievement is the result of an activity that has 
been done, created, both individually and in groups. 
Achievements will never be produced as long as 
someone does not carry out activities. " 

According to Syah (2010) it’s that: 
"Achievement is the level of success of students 
achieving the goals set in a program. Achievement is 
a person's real ability as a result of doing a particular 
activity that can be measured by the results ". 

From the description above can be taken the 
notion that learning achievement is a result of 
measurement and assessment of a learning or 
experience includes the changing in behavior or 
ability in a particular field in achieving a level of 
maturity that can be directly measured by the test. 
This assessment can be in the form of numbers or 
letters. Learning achievement in this research is a list 
of student grades in one semester. 

The hypothesis of this research is that there is a 
positive and significant influence between the socio-
economic status of parents and the learning 
environment on the learning achievement of the 
students of Business Education Study Program 2016 
of Economics Faculty at State University of Medan. 

3 RESEARCH METHOD 

This research was conducted at Economics Faculty, 
State University of Medan. The population is in this 
research were all business education students 2016 
at State University of Medan which are totaling 103 
students. Based on these provisions, the sample in 
this research was determined as many as 52 students. 
Instrument test uses questionnaire validity and 
reliability. Data analysis technique in this research 
uses multiple regression analysis, partial hypothesis 
test (t test), simultaneous hypothesis test (f test) and 
determination coefficient (R2). 

4 RESULTS AND DISCUSSION 

Based on the table of calculation of hypotheses 
partially shows that: 

 
 
 
 
 
 

Table 5: t test 
Coefficientsa 

Model 

Unstandardize
d Coefficients 

Standar
dized 
Coeffic
ients T Sig. 

B 
Std. 
Error Beta   

(Consta
nt) 

2,731 ,182 
 

15,01
3 

,
000

Parents
’ 
socio-
econo
mic 
status 

,119 ,041 ,361 2,875 ,
006

Learni
ng 
enviro
nment 

,104 ,043 ,304 2,418 ,
019

a. Dependent Variable: Learning Achievement 
Based on the results obtained above, it is known that 
the tcount variable of the parent's socio-economic 
status (X1) is 2.875 with a significant value of 0.006 
while the value of ttable with the degree of freedom 
(df) = N-K (52-2) = 50 is 2,009. Thus, the first 
hypothesis is accepted which means there is a 
positive and significant influence between parents' 
socioeconomic status (X1) on the learning 
achievement (Y) of the students of Business 
Education Economics Faculty at State University of 
Medan 2016 . 

For learning environment variables (X2) 
obtained tcount of 2.418 with a significant value of 
0.019. While the value of t table is 2.009. Then from 
these results we can see that the tcount> ttable 
(2.418> 2.009) with a significance value is smaller 
than the significance level of 0.05 (0.019 <0.05).  

Thus, the first hypothesis is accepted which 
means that there is a positive and significant 
influence between the parents’ socioeconomic status 
(X1) on the learning achievement (Y) of the students 
of Business Education Study Program of Economics 
Faculty at State University of Medan 

 
Table 6: Hypothesis Test Simultaneously (F Test) 

ANOVAa 

Model 
Sum of 
Squares Df 

Mean 
Square F

Si
g. 

1Regress
ion 

,211 2 ,106 7,154
00
2b

Residu
al 

,723 49 ,015 
 

Total ,934 51   
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a. Dependent Variable: Learning Achievement 

b. Predictors: (Constant), Learning Environment, 
Parents’ Socio-Economic Status 

Based on the results obtained above, it is known 
that the calculated Fcount is 7.154 with a 
significance value of 0.05. While the value of Ftable 
on the degree of freedom df (NI) is 3.18. It can be 
concluded that Fcount> Ftable (7.154> 3.18) and the 
significance value are equal to the significance level 
α = 0.05 (0.002 <0.05). Thus, the third hypothesis is 
accepted which means that there is a positive and 
significant influence between the social status of 
parents and the learning environment on the learning 
achievement of students of Business Education 
Study Program of the Economics Faculty 2016 at 
State University of Medan 

Deternment coefficients will explain how much 
change or variation in a variable can be explained by 
changes or variations in other variables. Deternment 
calculations are used to determine the percentage of 
the contribution of independent variables (X1 and 
X2) together to the dependent variable (Y). To 
calculate the value of deternment coefficients in this 
study was carried out using SPSS Version 24, as 
presented in the table below: 

 
Table 7: Determination Coefficient Test 

Model Summary 

Model R 
R 
Square 

Adjusted R 
Square 

Std. Error of 
the Estimate 

1 ,475a ,226 ,194 ,12146

a. Predictors: (Constant), Learning 
Environment, Parents’ Socio-Economic Status 

From the table above, obtained by the value of the 
determination coefficient (R squere) of 0.226 or in 
other words the value of the determination 
coefficient is 0.226 X 100% = 22.6%. From these 
data we can draw the conclusion that in this study 
the variable of the parents socio-economic status 
(X1) and learning environment (X2) contributed 
22.6% to the learning achievement (Y) and the 
remaining 77.4% was contributed by other factors 
outside this research. 

5 CONCLUSIONS 

The variable of parents’ socio-economic status (X1) 
is 2.875 with a significant value of 0.006 while the 
value of ttable with degrees of freedom (df) = N-K 
(52 - 2) = 50 is equal to 2,009. Then from these 
results we can see that the value of tcount> ttable 

(2.875> 2.009) with a significance value greater than 
the level of α = 0.05 (0.006 <0.05). Thus, the first 
hypothesis is accepted which means that there is a 
positive and significant influence between the 
socioeconomic status of parents (X1) on the learning 
achievement (Y) of the 2016 Faculty of Economics 
Unimed Business Education students. 

Learning Environment Variable (X2) is obtained 
by tcount of 2.418 with a significant value of 0.019. 
While the value of ttable is 2.009. Then from these 
results we can see that the tcount> t table (2.418> 
2.009) with a significance value smaller than the 
significance level of 0.05 (0.019 <0.05). Thus, the 
first hypothesis is accepted which means that there is 
a positive and significant influence between the 
socioeconomic status of parents (X1) on the learning 
achievement (Y) of the students of Business 
Education Study Program of Economics Faculty at  
State University of Medan 2016. 

From the research results obtained by the 
coefficient of determination (R squere) of 0.226 or 
in other words the value of the determination 
coefficient is equal to 0.226 X 100% = 22.6%. From 
these data we can draw the conclusion that in this 
study the variable socioeconomic status of parents 
(X1) and learning environment (X2) contributed 
22.6% to the learning achievement (Y) and the 
remaining 77.4% was contributed by other factors 
outside this study. 
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Abstract: The problem of this study is the low learning outcomes of students. This research aimed to investigate the 
effect of Contextual Teaching and Learning (CTL) with Multimedia on learning outcomes of eleventh grade 
students of SMKS AL-Washliyah 3 Medan in the academic year of 2018/2019. The population of this 
research is all eleventh grade students of SMKS Al-Washliyah 3 Medan, which is 50 students in total. The 
sample of the research was taken using total sampling, which means all students were made to be the sample 
of the research. Classes made to be the sample of this research are XI AP and XI AK which consisted of 50 
students. The data collecting techniques used were observation, documentation and test. Instrument used is 
objective test of multiple-choice test consisted of 20 questions with five-choice answers. The technique used 
in the data analysis are normality test, homogeneity test, and hypothesis test which are made as parameters 
to draw conclusion. The data analysis showed that the average score of experiment class was 80 with 
standard deviation of 9.68 where variance value was 93.75. Meanwhile, the averace score of class control 
was 73 with standard deviation of 10.61 where 112.50 was the variance value. The testing of the hypothesis 
was done using t-testing with  dk = n1 + n2 – 2 = 25 + 25 – 2 = 48 on the siginificance level of 95%, it was 
obtained that ttable was 1,677 dan tvalue  was 2,29. The result of the hypothesis test showed that tvalue 
(2,29) > ttable (1,677 ), therefore, the hypothesis was accepted. 

1 INTRODUCTION 

Education is an effort of human to develop self 
potential through the learning process. Education in 
Indonesia has not achieved the desired results 
compared to other countries. The government has 
done various ways to improve the quality of 
teachers, fulfill teaching materials, and provide 
equipment for teaching and learning in schools. The 
ways of the government in improving the quality of 
teachers are done by (1) task learning programs, (2) 
certification programs, and (3) training and work 
shop. 

This is done by the government to improve the 
quality of teachers. Because in the context of 
education, teachers are the main actors of education. 
Teachers have a very broad and strategic role 
because teachers are at the forefront of education. 
Teachers deal  with students directly in learning 
activities which include activities of transferring 
science and technology and instilling positive values 

through guidance and role models, both in behavior 
and in language. 

When the quality of the teacher has been 
improved, what is done next is the transferring of 
knowledge called the teaching and learning process. 
Learning is an effort to obtain knowledge and who 
controls knowledge will get success. To obtain 
success, there are certainly many obstacles that must 
be faced by students in the learning process. 
However, in capturing the contents and messages of 
learning, during learning process, students use 
abilities in the domains as follows: (1) cognitive 
which is the ability related to knowledge, reasoning 
and thought; (2) affective which is the ability to 
prioritize feelings, emotions, reactions that are 
different from reasoning; (3) psychomotor, which is 
the ability to prioritize physical skills. A teacher can 
observe the behavior of students who have learned 
by comparing to the behavior of the students before 
they learn. 

The application of active, innovative and fun 
learning method can help students to listen to the 
learning given by the teacher when learning in class. 
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In the teaching and learning process, a teacher must 
certainly have the competence in teaching and 
teaching students. Teachers as educators are the 
most social and interact with students compared to 
others in school. A teacher must be professional in 
carrying out his duties, the teacher can make 
teaching a task that must be carried out by giving 
birth to intelligent students and able to get along 
with the world of work when they graduate from 
school. Teachers must be able to plan and carry out 
the learning process, assess learning outcomes, 
conduct training guidance, conduct research and 
communicate with the community. 

In Vocational Schools (SMK), especially the 
subjects of entrepreneurship are important subjects 
in the marketing department. When researcher did 
an observation at SMKS Al-Washliyah 3 Medan, the 
teachers of entrepreneurship subject still used an 
expository learning strategy. The teacher only used 
the lecture method, so that the learning system was a 
one-way learning system. The teacher explained to 
students then the students are given practice 
questions and discuss. This is certainly not enough 
because it does not generate creativity and 
enthusiasm for student learning. This condition will 
have an impact on students' learning outcomes. 

The same thing was found by researcher when 
conducting interviews with some eleventh grade 
students, they said that the learning atmosphere was 
not  interesting. Teachers only depended on the 
textbook. This is what makes learning boring and 
causes laziness in students which ultimately affects 
students' learning outcomes. Circumstances like this 
will also affect students' level of understanding as 
students will only understand as long as the material 
is delivered. After that students will just forget the 
material because the concepts embedded in students' 
minds are not so strong since when the teaching and 
learning process takes place, students do not 
participate in learning. Based on this observation, 
the research could tell that the learning outcomes of 
students in entrepreneurship subjects were still low 
which did not meet the Minimum Criteria of 
Mastery learning set by the school which is 75. 

The low student learning outcomes could be seen 
from the achievement of the final results in the daily 
tests conducted by the teacher. From 50 students, 
there were only 19 people who scored above 75 and 
fulfilled the KKM. Meanwhile, 31 people still 
scored below 75, which meant they had not met the 
KKM. 

From the data above, it can be concluded that the 
learning outcomes of entrepreneurship subject of the 
eleventh grade students were still low. This can be 
seen from the scores of students that were still under 
the KKM (Minimum Criteria of Mastery Learning). 
Based on the results of the conducted interviews at 

school for students and teachers, that teachers still 
taught students with an expository strategy which is 
a type of learning that emphasizes more on speaking  
to students. Thus, students easily feel bored during 
the teaching and learning process. Therefore, 
teachers need to design active and interesting 
learning strategies that can encourage students to 
participate in learning activities. If the teaching and 
learning process is still monotonous, then students 
will become bored and less motivated to learn so 
that it will have an impact on student learning 
outcomes. However, if the teacher designs an 
interesting learning strategy, it will certainly 
increase students' desire to learn and create creativity 
in obtaining good learning outcomes.  

Effort that can be done to reduce the monotonous 
classroom atmosphere is  applying learning 
strategies and dividing students into heterogeneous 
small groups. Therefore, teaching and learning 
activities are more student-centered, while teachers 
are only as mentors, motivators, and facilitators in 
the classroom. Of the many learning strategies, the 
choice of researchers is the Multimedia-assisted 
Contextual Teaching and Learning learning (CTL)  
strategy. 

From the above explanation, the researcher was 
interested to conduct a research entitled: The Effect 
of Contextual Teaching and Learning (CTL) 
Strategy with the Assistance of Multimedia on 
Students’ Learning Outcomes of Entrepreneur 
Subject of Class XI of SMKS Al-Washliyah 3 
Medan in the Academic Year of 2018/2019”. 

2 LITERATURE REVIEW 

Contextual Teaching and Learning (CTL) is learning 
taught by linking learning material with something 
experienced by students in real-world life, or events 
experienced by students in daily life and applied to 
classroom learning. In Contextual Teaching and 
Learning (CTL) strategy,students are required to 
play an active role in learning activities. While 
multimedia is defined as a collection of computer-
based media and communication systems that have a 
role to build, store, deliver and receive information 
in the form of text, graphics, animation, audio, video 
and so on. Therefore, the use of media when 
teaching is highly recommended with the intention 
of strengthening the quality of learning. With this 
concept, the learning process takes place naturally in 
the form of student work activities and experiences, 
not the transfer of knowledge from teacher to 
student. So that learning will be more meaningful for 
students if students experience or practice their own 
what they learn not only knowing it. So learning 
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using Multimedia learning strategies Contextual 
Teaching and Learning will help students improve 
remembering that learning material is longer stored 
in memory because students themselves experience 
the learning. 

Contextual Teaching and Learning (CTL) is 
strategies that involve students fully in the learning 
process. Students are encouraged to do activities 
studying subject matter in accordance with the topics 
they will learn. Learning and the context of CTL are 
not just listening and taking notes, but learning is a 
process of direct experience. Contextual Teaching 
and Learning (CTL) strategy is a conception that 
helps teachers associate subject content with real-
world situations, and motivates students to make 
connections between knowledge and their 
application in their lives as family members, 
citizens, and labor (Trianto, 2014: 138). 

Sanjaya (2013: 256) explains that there are 5 
important characteristics in the learning process that 
use the CTL strategy, which are: 
1. In CTL, learning is the process of activating 

existing knowledge, meaning that what is 
learned cannot be separated from the knowledge 
that has been learned, thus the complete 
knowledge has interrelationship with one 
another. 

2. Contextual learning is learning in order to 
acquire and add new knowledge. The new 
knowledge is acquired by deductive means that 
learning begins with learning in its entirety and 
paying attention to the details. 

3. Understanding of knowledge, meaning that the 
knowledge gained is not to be memorized but to 
be understood and believed, for example by 
asking for responses from others about the 
knowledge gained and based on the responses 
that knowledge is developed. 

4. Practicing this knowledge and understanding 
means that the knowledge and experience 
gained must be applicable in the lives of 
students so that behavioral changes appear in 
their students. 

5. Reflecting on knowledge development 
strategies. This is done as feedback for the 
process of improvement and improvement of 
the strategy. 

Trianto (2014: 144) explained that in general, the 
steps for implementing CTL strategies in class are as 
follow: 
1. Develop the idea that children will learn more 

meaningfully by working alone, finding 
themselves, constructing their own new 
knowledge and skills.  

2. Implement as far as possible inquiry activities 
for all topics. 

3. Develop the curiosity of the students by giving 
them questions. 

4. Create learning communities (learn in groups). 
5. Present model as as example of learning. 
6. Do reflection in the end of the meeting. 
7. Do the real assessment in various ways. 

 
Trianto (2014:144) explains that CTL has seven 

main components, they are: 
1. Contrutivism 
2. Inquiry 
3. Questioning 
4. Learning Community 
5. Modelling 
6. Reflection 
7. Authentic Assessment 

Multimedia is a medium that combines two 
elements or more media consisting of text, graphics, 
images, photos, audio, and animation and integrated 
(Ariani and Haryanto, 2010: 25) 

Learning multimedia characteristics are the first 
to have more than one convergent media, for 
example combining audio and visual elements. It is 
interactive, in the sense of having the ability to 
accommodate user responses. It is independent, in 
the sense of providing ease and completeness of 
content such that users can use without guidance 
other people (Ariani and Haryanto, 2010: 26) 

The benefits of multimedia learning is that the 
learning process is more interesting, more 
interactive, the amount of teaching time can be 
reduced, the quality of student learning can be 
motivated and boosted and learning can be done 
wherever and whenever (very flexible), and students' 
learning attitudes and attitudes can be improved and 
centered (Ariani and Haryanto, 2010: 26) 

Learning outcomes can be explained by 
understanding the two words that compose it, 
namely ‘Outcomes‘ and ‘learning‘. Definition of 
outcomes (product) refers to an acquisition due to an 
activity or process that results in a functional change 
in input. In the input-process-outcome cycle, 
outcomes can be clearly distinguished from inputs 
due to changes in the process. Similarly, in teaching 
and learning activities, after experiencing learning, 
students change their behavior compared to before. 
Learning is done to try to change behavior in 
individuals who learn. Behavioral change is a result 
of learning outcomes. 

3 RESEARCH METHOD 

Type of Research 
This research is an experimental research. The 
dependent variable in this research is the learning 
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outcomes with the independent variable Contextual 
Teaching and Learning (CTL) learning strategies 
with the assistance of Multimedia. 

 
Time and Place of Research 
This research was conducted at SMKS Al-
Washliyah 3 Medan, Jl. Garu 2A No. 2 Medan. This 
research was conducted in Class XI in odd semester 
of academic year 2018/2019.  
 
Data Collecting Technique 
In this research, the data was obtained directly by 
giving treatment to two experiment classes. 
Therefore, the data is primary data. The technique 
used for data collecting is using test to measure the 
entrepreneurship learning outcomes of the students.  
 
Data Analysis Technique 
The data analyzed is data of post-test result. The 
data of the last condition is for describing the data of 
the difference of the effectivity of Contextual 
Teaching And Learning Learing (CTL) with 
Multimedia help and Expository. 

4 RESULT AND DISCUSSION 

This research was started by giving treatment of 
learning strategy. After the treatment, post-test was 
given to find out the effect of the application of 
Contextual Teaching and Learning (CTL) with the 
help of the assistance of Multimedia and 
Ekspository. From the result of the post-test, pre-
condition test was conducted to determine the 
statistic technique that needed to be used. 
Homogeneity test and normality test of post-test data 
showed that it was normal distribution and had 
homogeneic variance.  

From the hypothesis test using t test, it was 
obtained that tvalue > ttable showed that Ha was 
accepted and Ho was rejected. Therefore, null 
hypothesis that says that the average learning 
outcomes of the students taught by Contextual 
Teaching and Learning (CTL) strategy with the 
assistance of Multimedia were higher that the 
student learning results taught using expository 
learning strategy were on significance level of 95%. 

From the data obtained from the research results, 
it was obtained that experiment class given treatment 
with Contextual Teaching and Learning (CTL) 
learning strategy with the assistance of Multimedia 
had the everage of 80%. Meanwhile, the control 
class given treatment with Expository learning 
strategy had the average of 73. From the average 

score of the two classes, there was a significant 
difference between experiment class and control 
class which means there was difference in term of 
the learning outcomes between the studetns of the 
two classes. 

Therefore, a conclusion can be drawn that the 
application of Contextual Teaching and Learning 
(CTL) with the assistance of Multimedia had more 
significant effect compared to the application of 
Expository learning strategy. 

5 CONCLUSION 

The average learning outcomes of entrepreneurship 
class taught using Contextual Teaching and 
Learning (CTL) with the assistance of Multimedia 
were higher than those of class taught by using 
Expository-learning strategy. The average learning 
outcomes of experiment class was 80 while the 
average learning outcomes of control class was 73 

From the hypothesis tess, it was obtained that 
tvalue was 2,29 and ttable was 1,677 on 
siginificance level of 95% dk = n1 + n2 – 2 = 25 + 
25 – 2 = 48. If tvalue was compared to  ttabel then, it 
was obtained that tvalue 2,29 > ttable was 1,677. 
Therefore, the hypothesis that says that there was a 
positive and significant effect of the application of 
Contectual Teaching and Learning  (CTL) with the 
assistance of Multimedia on the learning outcomes 
of the eleventh grade students of SMKS Al-
Washliyah 3 Medan in the academic year of 
2018/2019 was accepted. In addition, the learning 
outcomes obtained by the application of Contextual 
Teaching and Learning (CTL) with assistance of 
Multimedia was higher than the learning outcomes 
obtained by the application of Expository learning 
strategy. 
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Abstract: This study aims to develop Textbook in assessment and evaluation courses by implementing mind mapping 

as a stimulus for constructing student knowledge. Mind mapping is seen as being able to provide a big 

picture of a conceptual framework with various linkages with other pieces of knowledge so that it can 

describe the full construction of knowledge systematically. It is important considering that evaluation and 

evaluation are systemic parts of teaching and learning activities that will be conducted by prospective 

teachers in the classroom. The result shows that the Textbook which developed had a good value of validity, 

practicality, and effectiveness. It can be observed from the expert appraisal and student responses. Further 

improvements that are concerned in this study are linguistic reviews. The results of this study can be a 

reference for lecturers to use mind-mapping in constructing a conceptual framework of Textbook. 

Furthermore, the results of this study will be further tested at the disseminate stage to ensure general 

acceptance of teacher education students. 

1 INTRODUCTION 

The State University of Medan is one of the Teacher 
Education Institutions which produces qualified 
teachers over the years. Furthermore, the Faculty of 
Economics as an integral part of Unimed contributed 
to the success of Unimed's mission to answer 
challenges, opportunities, community demands, and 
prepare competitive teachers. To solve these 
challenges, the development of learning needs to be 
a concern especially in developing learning to 
improve the mastery of Learning Outcomes. 

Based on pre-study observations, the student has 
a constraint to mastery the framework of assessment 
and evaluation courses because of the lack of 
literature or references of assessment and evaluation 
which available at the library. Students are only 
guided by the dictates or module that have been used 
by lecturers without any other learning resources. To 
address this problem, efforts are needed to optimize 
the development of learning media, especially the 
development of textbooks as the instructional 
material. One of the optimization efforts that can be 
done is by developing mind map-based textbook. 
This method is considered adequate to help the 

student in mastering Learning Outcomes in 
assessment and evaluation courses. Mind maps are 
designed to enable students to map all knowledge 
comprehensively. Mind maps are one of the easiest 
ways to put information into the brain and take 
information out of the brain.  

Mind maps can help students learn to compile 
and store as much information as they want and how 
to classify it naturally, that is, by giving easy and 
direct access to something desired. With various 
advantages, mind maps are predicted to facilitate 
students in mastering the Learning Outcomes 
Evaluation material. Based on the above reality, it is 
essential to develop a mind map based textbook 
among students in the Faculty of Economics 
Unimed. Textbooks are developed using language 
that is simple and easily understood by students, and 
equipped with colorful images that can attract 
students' attention. This textbook is different from 
other books that are developed with a mind map and 
are expected to provide solutions for students who 
have difficulty mastering assessment and evaluation. 
Therefore this study aims to 1) Describe the process 
of developing mind map-based textbooks for 
assessment and evaluation courses; 2) Assessing the 
validity and practicality of the textbooks. 
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This study will contribute in 1) producing a mind 
map-based assessment and evaluation textbook 
which can facilitate students to mastering the 
assessment and evaluation material; 2) adding a 
reference for other lecturers to improve the quality 
of learning; 3) produce comparison material to solve 
specific problems in instructional activity. 

2 THEORICAL FRAMEWORK 

Teaching materials placed a critical position in 
achieving learning goals. It is in line with the 
opinion of Prastowo (2015) which states "teaching 
materials are all materials (both information, tools, 
and texts) that are arranged systematically and 
displays the complete figure of the competencies 
that students will master and use in the learning 
process with the aim planning and reviewing 
learning implementation. 

Textbooks consist of knowledge, skills, and 
attitudes that students must learn which are 
systematically arranged so that accumulatively can 
achieve predetermined learning outcomes. The 
teaching standard functions for lecturers are to direct 
student activities in the learning process as well as 
the substance must be explained to students, while 
for students, teaching material serves as a guide in 
the learning process and is a learning achievement 
that must be achieved. 

Prastowo (2015), argues that according to its 
form, teaching materials can be divided into four 
types, namely (1) printed documents, namely some 
teaching materials prepared in the paper, which can 
function for learning or information delivery. 
Example: handouts, books, modules, worksheets, 
brochures, leaflets, wall charts, photos/drawings, 
methods, and models; (2) hearing teaching materials 
or audio programs are all systems that use a direct 
radio system that can be played or heard by a person 
or group of people. Examples of cassettes, radios, 
LPs and audio compact disks; (3) hearing teaching 
material is anything that allows audio light to be 
combined with moving images sequentially. 
Examples of videos and films; and (4) interactive 
teaching materials namely a combination of two or 
more media (audio, text, graphics, images, 
animation, and video) which the user manipulated or 
treated to control command and or natural behavior 
of the presentation. For examples on the interactive 
compact disks. 

Textbooks are the development of instructional 
designs that emphasize the principles adopted from 
the theory and findings of research on learning. The 
orientation of teaching materials is to optimize 
learning activities to achieve learning outcomes. 

Therefore, teaching materials must be able to present 
learning material that is meaningful for students as 
subjects who are learning. 

According to BSNP (2007), the feasibility of 
textbooks can be observed by four dimensions, 
namely: (1) the usefulness of the content means that 
a good textbook should contain material that 
supports learning achievement and has indicators 
namely the breadth of material, depth of material, 
completeness of material, and accuracy of content; 
(2) presentation feasibility means that the 
presentation of textbooks can be assessed from 
several sub-components and/or indicators such as 
presentation techniques, supporting presentation, 
consistency of performance, and presentation of 
learning materials; (3) language feasibility means 
that textbooks are written with rules and terminology 
that are correct, clear, and in accordance with the 
development conditions of the readers. The indicator 
is the use of proper and correct Indonesian language 
rules, following the improved spelling rules, 
terminology in accordance with the concepts that are 
the subject, the explanation for difficult or 
uncommon terminology, the language used is 
simple, straightforward and easy to understand by 
students, and the language is adjusted with the stages 
of student development and communicative and 
developing students' thinking skills; and (4) the 
feasibility of graphics implies that textbooks can be 
seen from the aspect of book size, book skin design, 
and book content design. 

In the preparation of textbooks, there are 
principles that must be considered, namely (1) the 
principle of relevance is the learning material should 
be relevant which means that there is a relationship 
between learning outcomes as an embodiment of the 
curriculum. At learning outcomes implied concepts 
that must be taught and the characteristics of the 
idea; (2) the principle of consistency, namely the 
conformity between learning outcomes that students 
must master with textbooks, (3) the principle of 
sufficiency, namely the material taught should be 
sufficient enough to help students to master the 
learning outcomes explained.      

 
Evaluation and Assessment Courses 
Assessment and evaluation are courses in semester 
5th and should be given to all students at Unimed 
including at the Faculty of Economics. The primary 
consideration of the distribution of courses in the 
Indonesian Qualification Framework (IQF) includes 
courses on assessment and evaluation in semester 
5th so that students as prospective teachers are 
equipped with knowledge on how to provide an 
assessment and evaluation at the end of learning 
with a thorough understanding. 
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The course of assessment and evaluation is an 
educational subject in a graduate education program 
with a weight of 3 credits. The discussion of 
assessment and evaluation courses covers the basic 
concepts of testing, measuring, evaluating, and 
evaluating. The next chapter discusses the principles 
and strategies for assessing learning outcomes, then 
presents the assessment parameters, techniques for 
preparing and evaluating learning outcomes, 
processing techniques, and final grades, and at the 
end of the discussion about proper test requirements. 

 
Mind Mapping 
Mindmap was first discovered by Tony Buzan in the 
1970s. This technique is known as Radiant 
Thinking. A mindmap has a central idea or central 
image; there are 5 to 10 other ideas that come out of 
the central idea. According to Buzan (2009), the 
mindmap is a powerful graphic technique that 
provides a universal key to unlocking the full 
potential of the human brain so that it can use all the 
capabilities in both hemispheres of the brain such as 
words, images, numbers, logic, rhythm, color in a 
unique way. 

Using mind maps means using concepts 
contained in the brain, formed in such a way with 
interesting and colorful ideas. The results of the 
concepts created in the form of mind maps will help 
students to assemble thoughts into an interesting 
discourse. So, this mindmap helps to conceptualize 
existing knowledge. Dryden (2013) argues as a 
substitute for making a linear note making mind 
maps based on several principles, namely (a) the 
central theme printed in the middle; (b) there are 
main branches in each sub-theme; (c) single words 
are used for each concept; and (d) if possible each 
idea has an image. The principle of making a mind 
map is a way that can be done to help create their 
concepts on a topic. 

DePorter and Hernacki (2012: 157), the steps to 
make a mind map are as follows. (1) make a circle in 
which there is the main idea in the middle of hard; 
(2) from the ring add a branch for each key point; (3) 
write keywords for each chapter; (4) add symbols or 
illustrations; (5) use capital letters; (6) essential 
ideas are written in capital letters; (7) turn on the 
mind map by highlighting the words were written; 
(8) be creative; (9) use random forms and make 
mind maps horizontally; (10) use images in each 
part of the mind map. 

 
Mind Mapping and The Development of 
Teaching Material 
Assessment and evaluation courses are important 
courses that must be mastered by the teacher. 
Knowledge and understanding of the correct 
lecturers about the characteristics of the material 

Assessment and evaluation will guide the lecturer to 
make the right textbook for students. The right 
textbook will produce meaningful and quality 
learning so that the transfer of knowledge carried out 
by the lecturer can run optimally and the learning 
objectives can be achieved. 

Learning Assessment and evaluation using 
mindmap methods can be done by lecturers by 
helping to create a pleasant classroom atmosphere, 
giving students the freedom to actively and 
creatively explore, discuss with fellow friends and 
teachers so that students practice expressing 
opinions, statements and questions. In that learning, 
the lecturer also provides media that can support 
learning in the form of books/articles, markers or 
colored pencils. 

The use of images and colors applied to this 
method will have a positive impact that can activate 
creativity and memory. The reason why picture 
language is used to compose, develop and remember 
is that the brain has natural abilities for visual 
recognition. It is why many mind maps use images 
as a presentation because they are believed to help 
retain information. 

Learning process in this Assessment and 
evaluation course, students begin their learning with 
the introduction of the concept of mind maps, their 
functions, and benefits. From the introduction stage, 
the students then discuss and then get the motivation 
from the lecturer to complete the task, namely 
making a book summary with the mind map method. 
Students create mind maps in advance to make it 
easier for students to focus on the subject matter. 
Students get special attention in choosing images 
and giving color to mind maps. Based on the mind 
map created, the student continues at the stage of 
making a book summary. Students will get special 
attention when students feel difficulties in 
completing tasks. 

The number of words or length of a book 
summary must also be considered so that the 
original work and review are different. Making 
outlines is best done after carefully reading certain 
parts to be summarized. Taking the essence of 
reading can save words or sentences in summary. 
And this can distinguish between original works and 
summary results. 

3 RESEARCH METHOD 

This study uses the 4D (four-D models) model. 4D 

models are implemented with four main stages, 

namely: 1) define, 2) design, 3) develop, and 4) 

disseminate (Thiagarajan, Semmel, & Semmel, 

1974). In this research, it is only done until the 
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develop stage. In the define phase, researchers 

conduct a needs analysis related to the objectives of 

the course in the curriculum, conceptual analysis, 

and analysis of student characteristics. Curriculum 

analysis is carried out by analyzing the suitability of 

learning outcomes based on the IQF. The theoretical 

study aims to develop the Textbooks based on the 

main concepts of topic Assessment and evaluation. 

While the analysis of student characteristics to find 

out the characteristics of students includes age, 

motivation, knowledge, and skills tendencies. 

Furthermore, at the design stage (construction) 

Textbook construction refers to various criteria that 

have been obtained in previous times. Textbooks 

that are developed will integrate multiple mind 

mapping charts. This serves to strengthen the 

conceptual framework that students must 

understand. Thus students will have a big picture of 

the concept of assessment and evaluation they 

learned. 

Finally, at the develop stage, expert appraisal and 

initial developmental testing are carried out. Expert 

appraisal serves to test whether the developed 

teaching material meets the content standards, while 

the initial development testing serves to verify the 

acceptance of the instructional material that has been 

formed in a limited sample so that feedback is 

known regarding the effectiveness of Textbooks 

from its target trainees (Thiagarajan, Semmel, & 

Semmel, 1974). 

4 RESULT 

This research has successfully developed a prototype 

1 of Textbooks for assessment and evaluation 

courses. Textbooks are developed using mind 

mapping as a form of novelty rather than books in 

general. Integrating mind mapping in Textbooks can 

stimulate students to get the full concept of 

assessment and evaluation material. 

In the define phase, there is 1) adjusting learning 

objectives based on research findings and the 

Indonesian national qualification framework so that 

standardized learning outcomes are achieved in 

accordance with the development of global 

knowledge and national education goals; 2) 

Development of a conceptual framework related to 

Textbooks in accordance with scientific literature 

and the results of the latest research so as to obtain 

generally accepted material standards; 3) Analysis of 

student characteristics so that the delivery style of 

the material in the Textbooks is developed so that 

students can easily digest it into a comprehensive 

understanding. 

The define phase has produced the initial 

framework for the development of Textbooks. The 

structure is then used as the basis for the design 

process. The design process through a series of 

Textbooks development processes to become a draft. 

The components that become concentrated in the 

design stage are the suitability of the format and 

systematic delivery of the material with the stages of 

achieving the learning objectives, the suitability of 

the content with learning achievement, the 

readability of the language used, the suitability of 

the delivery model and strategy of the material with 

the characteristics and needs of students, the truth 

and completeness of the material content, suitability 

of mind mapping that is presented with learning 

objectives, and suitability of questions or bills with 

learning objectives. Assessment of these indicators 

is then carried out in the next stage, namely, 

develop. The developing phase is the actual 

development stage because there is a scientific 

process in it. The output of the scientific method is 

the improvement and refinement of the draft (results 

from the design stage) to prototype one which is 

ready to be disseminated. The scientific process is 

the expert appraisal and initial development testing 

(Thiagarajan, Semmel, & Semmel, 1974). 

To guarantee the validity of the draft Textbooks 

that have been designed, validation is assessed by 

expert opinion. The expert appraisal is carried out by 

evaluation and assessment experts and curriculum 

experts at Medan State University. The expert 

appraisal process produces several recommendations 

for improvement. Quantitatively the results of the 

expert appraisal are described in table 1 below. 

Furthermore, after an increase based on the expert 

appraisal, initial development testing is also carried 

out. Initial development testing is done by reviewing 

student responses as target users of the textbook. 

Initial development testing was carried out on a 

limited sample of 36 people who joined in one class. 

Initial development testing is used as a basis for 

improvement to achieve acceptable Textbooks in the 

population. This process is not to guarantee 

acceptance but to get an overview of student 

expectations so that further approval can be tested at 

the dissemination stage. Student responses in limited 

samples are used as references for further 

improvements to the expectations of Textbooks that 

are suitable for student characteristics. So that, the 

output from this development stage is the prototype I 

which must then be re-tested for its acceptance in the 

dissemination stage to get prototype 2. The results of 
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the initial development testing are also summarized 

in Table 1 below. 

 

 

 

Table 1: Expert Appraisal and Initial Development Testing 

No Aspect Expert 1 Expert 2 Students 

1 Format Score 

 a. Clarity in the distribution of material 4 4 4.35 

 b. Layout setting 4 3 4.15 

 c. Suitable type and font size 4 4 4.35 

2 Language    

 
a. The materials are delivered with straightforward and 

simple sentences 
4 3 

4.43 

 
b. The materials are delivered with communicative and 

interactive sentences 
3 3 

4.15 

 
c. Spelling is delivered with acceptable structure and 

grammar in Bahasa Indonesia 
4 4 

4.15 

 
d. Spelling is using the sentences which following 

Indonesian Language Rules 
4 4 

4.15 

 e. using effective sentences 4 3 4.63 

 f. using efficient sentences 3 3 4.35 

3 Content    

 a. The truth of the material 5 5 4.86 

 b. Material and competence adequacy 4 4 4.86 

 
c. Suitability with learning objectives and learning 

outcomes 
4 5 5 

 d. Suitability with problem-based learning 3 4 4.46 

 e. Suitability of mind mapping 4 4 4.86 

 f. Feasibility and completeness of resources 4 4 4.66 

 g. Suitability of content regarding allocation of time 3 4 4.86 

 h. Suitability of material to stakeholders' needs 3 3 4.86 

 
i. Compatibility of assignment and evaluation tests with 

the learning objective and learning outcomes 
4 5 4.93 

The results of expert appraisal and initial 

development testing indicate that some minor 

improvements to the Textbook have been made. 

Generally, improvements that need to be made on 

the aspect of legibility and selection of sentences 

that are effective and efficient. The development 

will then be consulted with linguistic experts to 

produce sentences that have good readability so that 

they are easily understood by students and following 

the Indonesian language rules. Furthermore, 

improvements are concentrated on the suitability of 

the material weight with the available time 

allocation. Submission of teaching material is ideally 

by the credit weight possible for the course, namely 

assessment and evaluation. Therefore the extraction 

of the material is adjusted again referring to the key 

elements to achieve the learning objectives. Finally, 

improvements are concentrated on the suitability of 

the content with the needs of stakeholders. This 

aspect does have its difficulties because of the broad 

scope of assessment and evaluation material and the 

specificity of stakeholder needs. So that, the 

extraction of material previously carried out must 

still pay attention to the specificities of stakeholder 

needs. So improvements are focused on clarifying 

the practical implications of the evaluation concepts 

that are taught so that they are following the 

functional requirements of the evaluation and 

assessment of stakeholders. 

Furthermore, limited testing of students on 

Textbooks that have been improved based on expert 

opinion has a reasonably good response. With a 

mean response above 4 with a scale of 5 indicates 

that Textbooks has a reasonably good level of 

acceptability. Student recommendations based on 

the results of the draft still refer to readability/easy 

to read level and the use of sentences in Textbooks. 

So that the improvement by involving linguistic 

experts is a step that will be done next before 

dissemination. 
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5 CONCLUSION 

According to the results of the research and 

discussion above, this study produces several 

conclusions as follows: 

1. This study has successfully developed 

Textbooks in the form of mind mapping based 

assessment and evaluation courses. 

2. Mind mapping-based textbooks developed in 

this study have been through the process of 

expert appraisal and initial development testing. 

3. The concentration of further improvements is 

focused on linguistic aspects 

4. The next step that must be done from the results 

of this research is dissemination includes 1) 

summative test; 2) final packaging; and 3) 

diffusion (see: (Thiagarajan, Semmel, & 

Semmel, 1974). 

Based on the above conclusions, this study 

produces the following recommendations. 

1. This study has practical suggestions for 

educators on instructional design updates on 

assessment and evaluation lessons that are 

oriented to the use of mind mapping. The use of 

mind mapping in the delivery of learning 

material can provide a complete picture to 

students regarding the conceptual framework to 

be taught. The big picture conveyed in mind 

mapping will stimulate students to fully 

understand the concept of assessment and 

evaluation to avoid missing links between 

theory and practice. 

2. For stakeholders, can review the Textbook that 

has been developed, re-validated, and further 

developed so that it can be generally accepted 

and used in a standard manner both at the study 

and faculty level. 

3. For further research can empirically test the 

implementation of the Textbook that has been 

developed, empirical testing is critical to get 

evidence of the performance of the Textbook. In 

the research phase of developing Thiagarajan, 

Semmel, & Semmel (1974) Textbook, this stage 

is incorporated in the disseminated stage. This 

stage will ensure the feasibility of the Textbook 

developed by 1) summative test; 2) final 

packaging, and 3) diffusion. 

The limitation of this research lies in the stages 

of research that are still reaching the stage of 

developing. The limitations of achievement are due 

to limited costs and time. The next stage will be 

carried out by the researcher as further research. So 

that, the further research will be a series of 

continuous research in a research roadmap. 

REFERENCES 

 Badan Standar Nasional Pendidikan. (2007). Standar 

Penilaian Bahan Ajar. Jakarta: Badan Standar 

Nasional Pendidikan.  

Buzan, Tony. (2009). Buku Pintar Mind Map. Jakarta: 

Gramedia Putaka Utama. 

De Porter, Bobbi dan Hernacki. (2002). Quantum 

Learning: Membiasakan Belajar Nyaman Dan 

Menyenangkan. Bandung: Kayfa  

Dryden, G. (2013). Revolusi Cara Belajar. Bandung: 

Kayfa. 

Lubis, Mina Syanti. (2015). Pengembangan Modul 

Pembelajaran Bahasa Indonesia Berbantuan Peta 

Pikiran Pada Materi Menulis Makalah Siswa Kelas 

XI SMA/MA. Jurnal Bahasa, Sastra dan 

Pembelajaran, 2(1): 16-27. 

Manalu, Pienti Mala Ningsih. (2018). Pengembangan 

Bahan Ajar Menulis Teks Eksplanasi Berbasis Peta 

Pikiran Pada Siswa Kelas XI SMA Negeri 5 Medan. 

Medan: Program Pasca Sarjana Unimed 

Prastowo, Andi. (2015). Panduan Kreatif Membuat Bahan 

Ajar Inovatif. Jogjakarta: Diva Press. 

Sugiyono. (2013). Metode Penelitian Kuantitatif, 

Kualitatif, dan R&D. Bandung: Alfabeta. 

Thiagarajan, S.; Semmel, Dhoroty S.; & Semmel, Melvin 

I. (1974). Instructional development for training 

teachers of exceptional children: A sourcebook. 

Center for Innovation in Teaching the Handicapped, 

Indiana University, Bloomington, Indiana 

Trianto. (2012). Mendesain Model Pembelajaran Inovatis-

Progresif. Jakarta: Kencana. 

…….... (2014). Pengantar Pendidikan Bagi 

Pengembangan Profesi Pendidikan dan Tenaga 

Kependidikan. Jakarta: Kencana Prenada Media 

Grup. 

 

UNICEES 2018 - 1st Unimed International Conference on Economics Education and Social Science

180



The Habitat of Economical Valuation of NYPA Fruticans Wurmb in 
the Coast of West Aceh 

 

Dewi Fithria1,4, Hairul Basri2, Zainal Abidin Muchlisin3 and Indra Indra2 
1Doctoral Studies Programme of Agriculture Sciences, Syiah Kuala University, Banda Aceh, Indonesia 

2Agricultural Faculty of Syiah Kuala University, Banda Aceh, Indonesia 
3Faculty of Marine and Fisheries, Syiah Kuala University, Banda Aceh, Indonesia 

4Agrotechnology Department, Agriculture Faculty, Teuku Umar University 
dewi.fithria@gmail.com 

Keywords: Nypa fruticans, Total Economic Value, Direct use Value, Indirect use Value, Willingness to Pay 

Abstract: Nypa fruticans is one of the species manggrove community to develop in the tidal area dan muddy. 
Fruticans  have ecological, social, economical benefits. the aim of this reseach was to determine the habitat 
of total economic value of Nypa fruticans from the coast of West Aceh. This research by using quantitative 
descriptive method with survey technique and interview that conducted in July to August 2018. Sampling 
was undertaken in mangrove area that dominant by Nypa fruticans habitat that degrade that caused by 
natural and anthropogenic factors. The total economical value that yield from Nypa fruticans habitat in 2018 
as much as Rp1.781.438.375,3 is consist of direct use value as much as 1.159.460.000,-, indirect use value 
as much as Rp 583.988.000,-, option value as much as Rp 22.848.300, existence value as much as Rp 
6.558.962,26 and bequest value as much as Rp 8.583.113. Thus, we concluded direct use value give the 
bigger contribution than  indirect use value. 

1 INTRODUCTION 

Mangrove ecosystem is the forest that grow in the 
along estuary that experience tidal and muddy.  The 
mangrove ecosystem were very unique and complex 
with high productivity that to be the gathering site 
for flora and fauna habitat that adapt with intertidal 
environment (Kathiresan dan Bingham, 2001).   

The aquatic fauna that exist in the mangrove 
specifically that adapted by salinity, tidal amplitude, 
wind, temperature, muddy and anaerob. The high of 
fauna diversity in mangrove area that appeared from 
various habitat such as core forest, muddy, coral reef 
and seaweed ecosystem and water body that 
approached with river, strait, and backwater 
(Kathiresan et al., 2015). 

The mangrove ecosystem continually experience 
destructive that occured the disturbance of 
ecological function. The destructive occured 
continually that impact to other ecosystem. It is 
influenced the declined of economic use value of 
environment resources. The management of  

mangrove ecosystem sustainable have stipulated in 
regulation and law with combined between 
ecological and socio-economical aspect (Bengen 
2002).  

Nipah (Nypa fruticans Wurmb.) derived from 
genera palmae that grow in the alongside river and 
influenced by tidal, Nypa fruticans are part of 
mangrove forest that grow at certain area with form 
pure habitat in the alongside river nearby estuary 
(Kitamura et al., 1997). 

Nipah (Nypa fruticans Wurmb.) is the main 
arragement of mangrove forest with vegetation 
composition 30% from the extent of mangrove 
forest. The estimation of mangrove forest extent in 
Indonesia is 3.244.018,46 ha that dominant Nypa 
fruticans habitat (Hartini et al., 2010).  

The high of destructive of mangrove Nypa 
fruticans occured massively that caused to decline  
The potency of flora and fauna biodiversity that 
benefits ecologically, economically and social 
(Indriana et al., 2009) 
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The mangrove forest condition in the coast of 
West Aceh that experience the destructive severely 
that caused Tsunami in 2004. According to Blue 
Print Book post Tsunami only 15% of mangrove 
extent or 49.760 ha that existed in the West coast  
and Simeulue Island from the estimation of extent 
total  346.888 ha. Mangrove species that grown in 
the Coast of West Aceh  that dominated by Nypa 
fruticans. 

Nypa fruticans have ecological and economical 
function for community life in the coast fo West 
Aceh including to be buffer zone (intrution), 
retaining abrasion, carbon absorber, and economical 
benefits that yielded from Nypa fruticans.  The aim 
of this research was to determine the total of 
economical value on Nypa fruticans. 

2 THEORICAL FRAMEWORK 

Nypa fruticans is palm that grow in the mangrove 
forest environment near coastal area. The trunks of  
Nypa fruticans spread in soil form rhizome that 
inundated by muddy. The roots can reached 13 m 
length.  

Generally, palm species have several benefits. 
Nypa fruticans have potency for foodstuff because it 
contains carbohydrate, fatty acid, protein and 
vitamin (Sardjono, 1992). In other hand, Nypa also 
have other benefits for daily  necessary such as 
firewood, hand made and other product. But this 
potency has not yet utilized optimally.   

The valuation of natural resources economic by 
using certain technique or method for estimating the 
value of money from good and service that taken by 
natural resources. The economical valuation of 
mangrove ecosystem were measured  

By using measurement model of economical 
resources value (Pearce dan Moran 1994; Turner et 
al., 1994). 

The total of economical value of natural resource 
is amount from use value and no-use value. Use 
value is consist of direct use value and indirect use 
value, option value, bequest value.  

The valuation  based on preferences (Contingent 
Valuation) by using method that measured the 
valued of good based on person estimation. CVM is 
approach for measured the Willingness to Pay from 
responden to the existence of mangrove forest 
(FAO, 2000).  

According to Fauzi (2004), the measurement 
method by using this method, respondent will be 
given value (rupiah) with questioner. In 
operationally, CVM  was undertaken several phase. 
According to Juanda (2009), Linear regression 
analysis (multiple regression) is regression equation 

that depicted relation between one dependent 
variable with several independent. Multiple 
regression analysis is to evaluate the usage of 
ontingent valuation method (CVM). The evaluation 
of CVM model can see from the level of reability of 
willingness to pay function. 

3 RESEARCH METHOD 

This research was conducted from July to August  
2018 in the mangrove forest ecosystem Kuala Bubon 
Subdistrict, Samatiga District West Aceh Regency. 
This research was quantitative descriptive research 
by using survey method.  

Primary data will obtain from data of Nypa 
fruticans resources that have economical value for 
community and willingness to pay for existence of 
mangrove forest.  Secondary data is complementary 
data including populations , working, yield of 
fishing data. 

4 ANALYSIS 

The analysis was used to evaluate the usage of CVM 
in bequest value is multiple regression analysis. The 
variable that influenced the willingness to pay 
(WTP) Value of Nypa fruticans  habitat that was 
stipulated  including sex, age, education, job, income 
and environment. 

5 RESULTS AND DISCUSSION 

Valuation of benefit habitat of Nypa fruticans was 
conducted to knowing every utilization of Nypa 
fruticans habitat and counting total economic 
benefits at research location. Benefits of Nypa 
fruticans is as follows:   
1. Direct use value 
Based on the research, direct use value of habitat 
nypa fruticans to coastal community i.e. utilization 
of nypa fruticans tree as leaf and Nypa fruits. In 
addition, waters of Nypa habitat utilization as crabs, 
shrimp, fish and shell. Utilization of brackesh water 
pond is consist of shrimp pond and ecotourism 
(Table 1). 
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Table 1: Calculation of the value of Nypa fructicans 
habitat 

 
 
2. Indirect use value 
Indirect use value was calculated in this study i.e. 
Nypa fructicans habitat as retaining abrasion. 
Indirect use value is using i.e. groin cost. Groin cost 
approach is using shadow price i.e. using Ministry of 
public works standard. Shadow price approach is 
very needed if data unknown at research area. Groin 
cost for 50 m x 1.5 m x 2.5 m (Length x wide x 
high) with durability of groin for 5 years is needed 
standard cost i.e. 291.994.000,000 or around Rp 
5.839.880 per meter (Ministry of public work, s 
2014). As for long of groin in research area is 500 
meter, where indirect use value shown at Table 2. 
 

Table 2: Calculation of indirect use value 
 

 
 
Indirect use value was calculated in this study i.e. 
Nypa fructicans habitat as retaining abrasion. 

Indirect use value is using i.e. groin cost. Groin cost 
approach is using shadow price i.e. using Ministry of 
public works standard. Shadow price approach is 
very needed if data unknown at research area. 

Groin cost for 50 m x 1.5 m x 2.5 m (Length x 
wide x high) with durability of groin for 5 years is 
needed standard cost i.e. 291.994.000,000 or around 
Rp 5.839.880 per meter (Ministry of public works 
2014). 

As for long of groin in research area is 500 
meter, where indirect use value shown at Table 2. 
 
3. Option value 
Option value in research area is using benefit 
transfer method, i.e. with benefit estimate from 
elsewhere (where resources available) then benefits 
was transferred to obtain an approximately benefit of 
environment. Ruintenbeek (1992) approach was 
used to quantify biodiversity of mangrove forest at 
Bintuni Gulf, Irian Jaya, suggested biodiversity 
value of mangrove forest in Indonesia is US 
$15/ha/year. 

Total of benefits biodiversity is obtainable by 
means multiplying the benefits i.e. US$ 15 per ha 
per year with the rupiah dollar in the day. The result 
multiplied by total wide of the habitats of mangrove 
Nypa fruticans research in the area (Table 3). 
 

Table 3: Calculation of indirect use value 
No Description Unit Value  

1 Biodiversity 
Value $/ha/year 15 

2 Exchange 
rate $ (1 
Agustus 
2018) 

Rp 

14.370,- 

3 Area of the 
research  Ha 106 

4 Biodiversity 
economic 
value  Rp/year 

22.848.3
00,- 

 
4. Non-use value 
Non-use value is one of variable of total economic 
value. Non-use value in this research is consist of 
the value of existence and value of the estate with 
using Contigent Valuation Method (CVM) to 
knowing willingness to pay (WTP) value. 
 
4.1. Existence Value 
Economic valuation of existence value of Nypa 
fruticans habitat were measured based on 
willingness to pay as evidence concern someone to 
watch over the environment quality mangrove 
ecosystem. 
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Willingness to pay in this study is categorized 
into 10 choices i.e. Rp 5.000,00  , Rp. 10.000,00, 
Rp. 15.000,00, dan Rp. 20.000,00. Rp. 25.000,00. 
Rp. 30.000,00. Rp. 40.000,00. Rp. 50.000,00. Rp. 
75.000,00. Rp. 100.000,00. The willingness to pay 
aims to the care of ecosystem mangrove/nypha 
habitats within a month. As for WTP value can be 
seen Table 4. 
 
Table 4: WTP Value of existence of Nypa fruticans 

habitat 

 
 
The Multiple linear regression was used to evaluate 
CVM using in existence value. Variable affecting 
WTP value for existence of nypha fruticans habitat 
is determined i.e sex, age, levels of education., work, 
income, long of domicile and environmental 
sustainability (Nypa condition habitat).  
Result of regression value of inheritance WTP can 
be seen in Table 5.   

 
 
4.2 Bequest value 
Bequest value of Nypa fruticans habitat is got with 
enquire the willingness of pay for the cost of the 
community to preserve the mangrove ecosystem. 
The community value of WTP is obtained in 
combination forming through several phases WTP 
by the use CVM.   The stages in the determination of 

WTP is forming hypothetic market, getting a bargain 
the size of the WTP, estimate the average of WTP, 
total data and evaluating CVM. 

Willingness to pay for value of estate are 
categorized in 10 choices i.e. Rp.5.000,00, Rp. 
10.000,00, Rp. 15.000,00, and Rp. 20.000,00. Rp. 
25.000,00. Rp. 30.000,00. Rp. 40.000,00. Rp. 
50.000,00. Rp. 75.000,00. Rp. 100.000,00. The 
Willingness to pay for care mangrove ecosystem/ 
nypha habitat within one month. As for the value of 
WTP can be seen Table 6. 

 
Table 6: Results of regression analysis of WTP 

results of estate value of Nypa fruticans habitat in 
West Aceh District 

 
 

6 CONCLUSIONS 

Total economical value that yielded from mangrove 
habitat of  Nypa frutican  in the West Aceh in 2018 
as much as Rp1.781.438.375,3 is consisting of direct 
use value as much as Rp. 1.159.460.000,-, indirect 
use value as much as Rp 583.988.000,-, option value 
as much as Rp 22.848.300,-, existence value as 
much as 6.558.962,26 and bequest value as much as 
Rp 8.583.113,-. direct use value give the bigger 
contribution than indirect use value. Direct use value 
were obtain from fisheries sector. 
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Abstract: The purpose of this research is to explore students learning styles and to know better way of teaching that fit 
for different needs of undergraduate finance students in Department of Management, Universitas Negeri 
Medan. Honey and Mumford theory is used as the main theory to investigate factors that influence the 
undergraduate students learning style in the disruptive era. Moreover, the research model was built by seven 
independent variables base on students’ background and one dependent variable that verify four-
dimensional learning styles, namely, Activist, Reflector, Theorist, and Pragmatist. Furthermore, primary 
data were used and analyzed by descriptive statistics and multinomial logistic regression. Moreover, 
Bunbury Resilient Community Project U-4-72 questionnaire that adduce 80 items with verify four-
dimensional learning styles was used for the research questionnaire. All undergraduate finance classes at 
The Department of Management, Universitas Negeri Medan were the research population and all under 
graduate students that taken capital market and financial management courses were taken as the research 
sample with a total of 148 students. The results revealed that 50.8 percent students have been identified as 
reflector, 29.4 percent students as pragmatist, 17.5 percent as theorist, and only 2.4 percent as activist. 
Moreover, students parent career has dominant affected toward students learning style with level of 
significance below 0.05 in the likelihood ratio test. Based on this outcome, the paper also offers discussion, 
recommendation and guideline for the future research. 

1 INTRODUCTION 

There is evidence from previous research that 
different students have different learning style 
whereas some students prefer learning through 
reading, others through watching examples, etc., and 
a linkage between learning styles and career choice 
(Truong, 2015). Moreover, study of Weng, et al. 
(2017) in multimedia material of Taekwondo proved 
that students learning achievement have been 
affected by students learning style. Furthermore, 
study that has been conducted by Sandman (2014) 
for over 1,100 undergraduate business students in 
one university confirmed that students have adaptive 
learning styles toward courses that they are taken 
rather than an innate learning style.  

Current learning system is un avoidably without 
the use of technology. Cyber-physical systems have 
risen from current forth industrial revolution which 
disrupt all aspect of industries, academic, and even 

government (Clerck & Wit, n.d.). Furthermore, 
Weng, et al., (2017) confirmed in their study on 
multimedia materials of Taekwondo Aerobic on 
students’ attitude that multimedia-based teaching 
style promotes and significantly affect students’ 
learning attitude. Moreover, Özyurt & Özyurt (2015) 
conducted literature study on 69 articles which was 
published from 2005 until 2014 about Adaptive 
Educational Hypermedia (AEH) base on learning 
styles reported that AEH base on learning styles 
have relatively high achievement level of student 
satisfaction on learning achievement. 

Even though, some research publications 
suggested that studying theories on student learning 
styles are wasting of energy, no real scientific basis 
and wasting of time, such as studies that were 
conducted by Willingham, et al., (2015); An & Carr 
(2017) and Kirschner (2017). However, there have 
been reported over 70 theories about learning styles 
that were developed over the past 30 years which 
could be considered that learning style gaining 
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significant interest from researchers and educators 
(Truong, 2015). The scope of this research is to 
identified undergraduate finance students learning 
styles and investigate factors that influence student 
learning styles with four-dimension which Honey 
and Mumford Theory as the main conducted theory 
for this research, although Özyurt & Özyurt (2015) 
found that Honey and Mumford Theory was limited 
study to be found. 

2 THEORICAL FRAMEWORK 

Although there are more than 70 theories that has 
been identified which discuss student learning styles 
(Truong, 2015), this research used Honey and 
Mumford Theory as the main theory that was 
developed in 1992 by Honey and Mumford which 
based on Kolb’s work but using a different 
approach. Furthermore, the theory introduced four-
dimensional learning styles, namely, activist 
learning style, theorist learning style, reflector 
learning style, and pragmatist learning style 
(Bontchev, et al., 2018). 

Activist learning style is typical of those who are 
usually prefer new things and have an open idea. 
Some of their activities are brainstorming, action 
learning, problem solving, group discussion, 
working in small group, puzzles, here and now tasks, 
role-play, and competitions (Bontchev, et al., 2018; 
Labib, et al., 2017). 

Theorist style characterizes people who are likely 
to think logically and assimilate all the facts 
systematically into the problem (coherent theorist). 
Their main activities are comprise the exploration of 
models, applying theories, background information, 
statistics, stories, theoretical connections, complex 
task, and drawing information into systematic and 
logical theory (Bontchev, et al., 2018; Labib, et al., 
2017). 

Reflector prefer to stay at a distance and 
contemplate the situation from different point of 
view. The main activities comprise self-analysis 
questionnaires, collect data and analysis, personality 
questionnaires, time out, observing activities, 
cautious and thoughtful, self-direct learning, 
feedback from others, interviews, and paired 
discussions (Bontchev, et al., 2018; Labib, et al., 
2017). 

Pragmatist style is typical who willing to try 
things and want concepts that can be applied to their 
work. Some of their activities include seek out new 
ideas and take the opportunity to taste them out in 
the real world as soon as possible, action learning, 
problem-solving, and practical applications 
(Bontchev, et al., 2018; Labib, et al., 2017). 

Moreover, Russell-Bennett, et al., (2016) 
provides a significant evidence that using a single 
universal approach as an assessment tool for 
students learning outcome should be avoided 
because erroneous approach could cause impairment 
in students attitude and theirs learning achievement.     

Furthermore, Hill, et al., (2014) ran research on 
student education background toward their learning 
styles and concluded that students educational 
background has significant strong affected on 
students learning styles. Moreover, Sarabi-Asiabar, 
et al., (2014) revealed that students learning styles 
has been affected by student gender. 

Hence, in this sense, the study seeks to answers 
to the following questions: 
1. What are the most dominant undergraduate 

finance students learning styles base on Honey 
and Mumford Theory? 

2. What factors of student background that 
significantly affected student learning styles 
which are base on Honey and Mumford 
Theory? 

3 RESEARCH METHOD 

All of finance students were the study population 
and students that taken two courses of finance class, 
namely, financial management and capital market 
were taken as sample study that comprised 148 
students. Moreover, the research location was at 
Department of Management, Universitas Negeri 
Medan, which was conducted from 1st of August 
2018 until 15th of October 2018 through intense 
observation and distribute questionnaires for each 
student. Furthermore, Bunbury Resilient Community 
Project U-4-72 questionnaire that adduce 80 items 
was modified and used as the study questionnaire to 
examine the four-dimensions of student learning 
styles.   

This study which examines the most dominant 
undergraduate finance students learning styles base 
on Honey and Mumford Theory was conducted 
through descriptive statistics. While, student 
background factors toward student learning styles 
was conducted through multinomial logistic 
regression, whereas students learning styles are 
signed in Y in four categorical nominal type of data 
and presented in , student living 
environment is signed with X1 in nominal, total 
family members is signed with X2 in ratio, father 
career is represented with X3 in nominal, mother 
career is represented with X4 in nominal, student 
acquired of vocational education is represented with 
X5, student acquired non-formal education is signed 
with X6, student habit is signed with X7 in nominal, 
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and student organizational activity is signed with X8 
in nominal. Therefore, the study model of 
multinomial logistic regression is shown as follow: 

 

 

 

  

  

  

  

 

4 ANALYSIS 

148 students were analyzed in total within the scope 
of this study. With the reference to the first research 
question, the most dominant undergraduate finance 
students learning styles base on Honey and 
Mumford Theory was revealed. A summary of this 
finding is presented in Table 1. Case Processing 
Summary which was calculated by SPSS 18 
application. 

Table 1: Case Processing Summary 
Case Processing Summary 

 
N 

Marginal 
Percentage 

Student 
Learning 
Styles 

Activist 3 2.4%
Reflector 6

4 
50.8%

Theorist 2
2 

17.5%

Pragmatist 3
7 

29.4%

Valid 1
26 

100.0%

Missing 2
2 

 

Total 1
48 

 

Subpopulation 3
3a 

 

a. The dependent variable has only one value 
observed in 20 (60.6%) subpopulations. 

 
The table above showed that student with reflector 
learning style has the highest percentages with an 
amount of 50.8 percent rather than other learning 
styles. Moreover, pragmatist learning style has 
placed in the second highest of percentage with an 
amount of 29.4 percent and has followed by theorist 
learning style with sum of only 2.4 percent.  

Furthermore, based on the second research 
question, factors of student background that 
significantly affected student learning styles which 
are based on Honey and Mumford Theory was 
disclose. A summary of finding is appeared in Table 
2. Likelihood Ratio Tests, Table 3. Model Fitting 
Information which was calculated by SPSS 18 
application. 

Table 2: Likelihood Ratio Tests 
Likelihood Ratio Tests 

Effect Model 
Fitting 
Criteria Likelihood Ratio Tests 
-2 Log 
Likelihood 
of Reduced 
Model Chi-Square f Sig. 

Intercept 126.830 11.306 .010
X3 125.733 10.210 .017
X4 123.908 8.384 .039
The chi-square statistic is the difference in -2 log-

likelihoods between the final model and a reduced model. 
The reduced model is formed by omitting an effect from the 
final model. The null hypothesis is that all parameters of 
that effect are 0. 

 
Table 3: Model Fitting Information 

Model Fitting Information 
Model Model Fitting 

Criteria Likelihood Ratio Tests 

-2 Log Likelihood 
Chi-

Square df Sig. 
Intercept 
Only 

130.318 
  

Final 115.523 14.794 6 .022 

 
The Table 2 showed that only father career (X3) and 
mother career has significant level below 0.05, 
which mean that based on statistical testing both 
variables have been proven with confidence interval 
of more than 95 percent. Moreover, Table 3. showed 
that the model which was built by both variables is 
significantly measured below 0.05, which means 
that father career (X3) and mother career (X4) could 
become predictors toward undergraduate finance 
students learning styles at Department of 
Management, Universitas Negeri Medan. 
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 Furthermore, the parameter predictors could 
be seen in Table 4 and Table 5 that are shown 
below: 

Table. 4: Parameter estimates 
Learning styles 1a 

B Std. Error Wald 
Activist Intercept -1.070 1.101 .945 

X3 -.651 .835 .608 
X4 -.129 .334 .150 

Reflector Intercept 1.024 .370 7.675
X3 .249 .104 5.746
X4 -.363 .131 7.651

Pragmatist Intercept .625 .395 2.504
X3 .184 .110 2.803
X4 -.319 .141 5.161

a. The reference category is: Theorist. 
 

Table 5: Parameter estimates 

df Sig. Exp(B) 

95% Confidence Interval for 
Exp(B) 

Lower Bound Upper Bound 
1 .331    
1 .436 .521 .101 2.681
1 .699 .879 .457 1.691
1 .006    
1 .017 1.283 1.046 1.573
1 .006 .695 .538 .900
1 .114    
1 .094 1.202 .969 1.490
1 .023 .727 .552 .957

According to Table 4 above, the construction model 
of multinomial logistics that identified significant 
below level of 0.05 which could be seen on reflector 
relatively toward theorist, and pragmatist relatively 
toward theorist learning style is written as follow: 

1.024 0.249 0.363  

0.319  

 
Table 6: Parameter estimates 

Student Learning  
Styles a 

B Std. Error Wald 
Activist Intercept -1.695 1.079 2.468

X3 -.835 .834 1.003
X4 .190 .335 .322 

Reflector Intercept .399 .294 1.843
X3 .065 .070 .870 
X4 -.044 .114 .149 

Theorist Intercept -.625 .395 2.504
X3 -.184 .110 2.803
X4 .319 .141 5.161

a. The reference category is: Pragmatist. 

 
Table 7: Parameter estimates 

df Sig. Exp(B) 

95% Confidence Interval for 
Exp(B) 

Lower Bound Upper Bound 

1 .116    
1 .317 .434 .085 2.224
1 .570 1.209 .627 2.331
1 .175    
1 .351 1.068 .931 1.225
1 .699 .957 .765 1.197
1 .114    
1 .094 .832 .671 1.032
1 .023 1.376 1.045 1.813

 
According to Table 7 above, the construction model 
of multinomial logistics that identified significant 
below level of 0.05 which could be seen only on 
theorist relatively toward pragmatist learning style is 
written as follow: 

0.319 

5 RESULTS 

Reflector learning styles has been identified as the 
highest learning styles among the finance students 
with amount of 50.8 percent. Which means that 50.8 
percent of finance students have learning style 
characteristic stay at a distance and contemplate the 
situation from different point of view. Therefore, 
more than 50 percent of learning outcome could be 
leverage if lectors or instructors considers activities 
such as comprise self-analysis questionnaires, 
collect data and analysis, personality questionnaires, 
time out, observing activities, cautious and 
thoughtful, self-direct learning, feedback from 
others, interviews, and paired discussions 
(Bontchev, et al., 2018; Labib, et al., 2017).  

Moreover, students parent career has been 
proven as influential factors toward the development 
of students learning styles. Furthermore, the model 
of factors that significantly proven below 0.05 only 

1.024 0.249  0.363 , 

Which means that if X3 equal zero and X4 equal zero, a 
group of students that has reflector learning style has 
greater chances 2.78 times than a group of students that 
has theorist learning style. 

6 CONCLUSIONS 

By gaining more awareness toward students learning 
styles, lectures could leverage the outcomes of their 
student’s achievement and it offers them learning 
design that tailored to the students needs. This study 
has proven that more than 50 percent of the 
undergraduate finance students at the Department of 
Management, Universitas Negeri Medan has 
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reflective learning styles in the era of disruptive – 
industrial revolution 4.0. Finance lectures and tutors 
should design learning material mostly base on 
reflective student characteristic. Furthermore, 
grouping of students in class activities is also 
essential base on their style of learning. Moreover, 
parent involvement in developing student learning 
styles has been proven. 

Hence, there are wide opportunity for future 
researcher to gain more insight on learning style. 
Moreover, study on learning style are mostly base on 
student at school, which mean that theory of learning 
style could have more opportunity to analyze on 
other part of academics such as how a learning style 
develop on small and medium enterprises or how 
learning style develop for a group of pensions. 
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Abstract: Business learning multimedia is a subject that is demand for students in making learning media using 
software. Lack of understanding in using software as an obstacle in understanding and achieving the 
ultimate goal in making business-learning media. This research conducted on students of business 
concentration in economic education in the multimedia course of business learning. Students do not have 
the basic in making multimedia learning using software so that they have trouble. Therefore, a 
demonstration learning method is needed where the lecturer provides theory and exemplifies the 
technology-based learning media. Based on testing, it was obtained the results that the use of demonstration 
learning methods in courses that require technical is very useful to facilitate students to better understand 
and achieve learning objectives. Besides that, it is a technical course that requires skills, with these method 
students had better understand the process of making learning media without having to have a basic 
programming.

1 INTRODUCTION 

In class learning, the use of methods will influence 
students' understanding of receiving learning 
material. So that the mistakes in choosing will have 
an impact on the achievement of the expected 
competencies in the subjects taught. The use of 
learning methods is based on the characteristics of 
the course so that an understanding of the 
characteristics and characteristics of the subjects to 
be taught is needed. This means that each subject 
cannot be treated equally in the use of the learning 
method. So that the mastery of learning methods by 
educators is very important to understand how the 
subjects can be delivered to students well. 

One of them is in the business learning 
multimedia course. This course aims to enable 
students to prepare technology-based learning 
media. This course prepares students as educators in 
making learning media. This is based on an era of 
disruption where every activity that is usually 
carried out manually or in the real world and is now 
diverted to the digital world according to the goal of 
reaching Making Indonesia 4.0. Therefore, this 
course is very important in achieving these goals. 

But in bringing this course, it takes understanding in 
the field of engineering and the use of technology 
due to the demands of understanding the 
programming language and creativity. Lecturers and 
students are required to be able to use technology so 
that basic science is needed in its use. 

Previously this course was called the learning 
media due to technological developments and 
market demand, there were adjustments. The 
difference is that this course emphasizes the use of 
technology in making learning media so that 
students are required to produce learning media 
using software. Whereas in the learning media 
subject, students are only required to produce 
creative learning media. 

But if we look at the educational background of 
students, there are differences where these courses 
are taught in study programs that have a social basis. 
While this course requires an understanding of 
programming and thinking logic. Basically social 
science is more demanded for creativity while in this 
course more logic is demanded so that there are 
problems during the lecture process. Therefore, it is 
necessary to choose the right learning method in 
delivering material about multimedia business 
learning. 
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In addition to the current curriculum 
development, educators prioritize the use of student 
center methods where students are required to be 
more active in the teaching and learning process. 
During this time in the social field, students are 
more active and independent in the teaching and 
learning process which emphasizes independence in 
learning to find learning material. 

This course has a scientific basis so that the right 
learning method is needed to convey learning 
material. There are problems that occur during the 
teaching and learning process in this course. This 
course is a new subject in the IQF-based curriculum 
so that students do not get basic programming in 
making learning media. Different in the subject of 
computer applications that have basic competencies 
for using Microsoft office where students have 
gained knowledge about the use of Microsoft offices 
while multimedia courses in business learning have 
not yet obtained the basic use of programming. So 
that students find it difficult to make learning media. 
At the beginning of learning, a general description of 
the process of making learning media is given. The 
software used to make this learning media is Adobe 
Flash Professional. In the initial survey of software 
use, students were required to be able to make early 
introductions of programming. The method used is 
conventional student learning where lecturers give 
more lectures and read text books so that students 
lack skills. The use of this method causes students to 
experience difficulties. In addition, this course is 
taught in social fields which basically do not have 
knowledge about programming so that most students 
experience difficulties.  

Therefore, it is necessary to choose the right 
method in teaching this course. During this time, 
students are more often taught with conventional 
methods which are limited to speaking, writing, or 
reading text books (Gbamanja, 1999). In addition, 
this traditional method also cannot solve problems in 
encouraging problem solving, critical thinking, and 
creative thinking (Belen, 2014; Wood & Gentle, 
2003). The use of traditional methods also causes 
learning conditions to be more passive than active 
(Bello, 2011). So it is necessary to do an evaluation 
in the use of learning methods. 

This research was conducted on social study 
programs that use more traditional methods. 
Students rarely practice directly because most of the 
subjects in the social field are cases of everyday life. 
On the contrary in the field of science prioritizes 
practices where more students are required to 
experience directly the process of making. 

Initial testing was also carried out by directly 
practicing the use of adobe programs to ensure that 
the use of the learning method was right because the 
subject prioritized practicum. But the results of 

using these methods are not effective so students do 
not get maximum understanding. This is in line with 
(Schaal, 1997) that practicum is better done first by 
providing learning material. This has a negative 
impact because students have not gained sufficient 
understanding and material in solving problems. 
Therefore, the choice of learning methods in this 
course is very influential on the success in achieving 
learning competencies. Because it is a new subject, 
it is necessary to test the right learning method. One 
of them is the demonstration learning method.  

 Demonstration learning methods are learning 
methods that use teaching aids to facilitate the 
delivery of learning material (Fartati, 2014). In this 
method, educators are more active in giving 
examples to students before they do it (McDermott, 
2001). In this method, the participation of students is 
very important because they have to replicate what 
has been given so that an effective teaching and 
learning process will be obtained (Maun & 
Winnitoy, 1980; Simarmata, 2018; McDermott, 
2001). Lack of student participation results in a lack 
of feedback between students and lecturers so that 
the use of demonstration methods is expected to 
increase feedback, especially students' understanding 
of the core competencies of the business learning 
multimedia course. 

The use of demonstration methods in multimedia 
learning has benefits including: saving time and 
costs, providing more motivation, providing 
feedback, providing real situations and giving 
attention and motivation to learning. Previously, that 
this course was required to produce technology-
based learning media. The use of technology will 
improve students' skills and readiness in increasing 
competition. In addition, the use of technology will 
make it easier to understand the core of learning. 
Such a learning video is very helpful in conveying 
learning material (Basheer, Hugerat, Kortam, & 
Hofstein, 2017). In addition, the use of this method 
also increases creativity and learning outcomes so 
that it is very good to be used in multimedia 
business learning courses (Sadewa, 2015). It is 
expected that the use of this method will improve the 
students' skills in achieving the basic competencies 
of multimedia courses in business learning and 
develop the use of demonstration learning methods 
for the better. 

There are several studies which show that the use 
of demonstration learning methods is useful in 
enhancing the abilities and skills and creativity of 
students. Like the research conducted by (Ameh & 
Dantani, 2012; Basheer et al., 2017; Fartati, 2014; 
Giridharan & Raju, 2016; Iqbal, 2017; Maun & 
Winnitoy, 1980; Tuah, Harrison, & Shallcross, 
2010; Umar, Bala, & Ladu, 2016) which states that 
the use of demonstration methods is very good in 
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improving student learning outcomes. This is also 
supported by research conducted (Schaal, 1997) that 
demonstration methods can solve learning problems. 
But in research conducted by (Iline, 2013; M. Furo, 
2014; McKee, Williamson, & Ruebush, 2007; Noah, 
2013) show less effective use of demonstration 
methods in the learning process. This is because the 
demonstration method is more effective if done in 
elementary or junior high school (M. Furo, 2014). 
Therefore, in this study will be known the benefits 
of using demonstration learning methods in the 
teaching and learning process in the multimedia 
course of business learning. 

2 THEORICAL FRAMEWORK 

Demonstration Learning Method 
Multimedia business learning is one of the 
development subjects of the IQF-based curriculum 
in the face of an era of disruption. In this course, it is 
required to obtain the ability to create learning 
media using software. Therefore, we need the right 
learning method in the delivery process. One of 
them is a demonstration learning method. According 
to (Maun & Winnitoy, 1980), the demonstration 
method is a technique where the teacher combines 
formal learning and personal instruction. Besides 
that, according to (Noah, 2013), that the 
demonstration method where the instructor is an 
actor while the students are observers where in the 
end they act. According to (Yamin, 2010) the 
method of demonstration can be done by 
demonstrating the use or method of doing activities 
so that it looks like a real activity. 

This method is often done in science learning 
where practicum is required to practice the process 
of occurring an event (Tuah et al., 2010). This 
method is also required to use teaching aids and 
teaching materials that serve as proof of theory and 
concept (Toernaliyah, 2012). According to 
(Djamarah, 2006) there are advantages and 
disadvantages of the demonstration method, namely: 
the advantages of the demonstration method are as 
follows; (a) Can make teaching more clear and 
concrete, (b) Students more easily understand what 
is learned, (c) The teaching process is more 
interesting, (d) Students are stimulated to actively 
observe, adjust the theory with reality and try to do it 
themselves. While the shortcomings of the 
demonstration method are as follows; (a) This 
method requires teacher skills specifically, because 
without being supported by it, the demonstration is 
not effective, (b) Facilities such as equipment, places 
and adequate media are not always available. The 
demonstration method causes students to be more 

active and follow instructions compared to 
traditional methods (McDermott, 2001). 

3 RESEARCH METHOD 

The type of this research is quantitative descriptive. 
The location of the study was conducted in the 
Business Education Study Program, Faculty of 
Economics, Medan State University. The course that 
will be conducted is multimedia business learning 
which is a new subject based on the IQF-based 
curriculum. This study follows a research model 
from (Arikunto, 2006) where research between one 
cycle and another cycle. The stages are by planning, 
implementing, observing, and reflecting. The steps 
in this research are by planning which is then 
evaluated and revised, implemented, and final 
evaluation through reflection. The data used is 
activity data during the teaching and learning 
process, learning outcome test data. 

4 RESULT AND DISCUSSION 

This study looks at the difference in treatment 
between before and after an action is given. The 
comparison is also made to the difference between 
the sexes to the value so that a comparison between 
the sexes is obtained before and after the treatment. 

Pre Test 

Table 1: Average Value 

Group Statistics 

 
Gender N Mean Std. 

Deviation 
Std. 
Error 
Mean

P
re 

Male 22 67.4545 8.55641 1.82423

Female 70 70.5286 8.85425 1.05829 
Based on table 1 above can be seen the average 
value of men and women before being given 
treatment. It can be seen that the number of men as 
many as 22 people with an average value before 
being given treatment amounted to 67.45 while the 
number of women as many as 70 people had a 
greater average value of 70.52. 
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Table 2: Results of Levene's Test 

Independent Samples Test 

 Levene's 
Test for 
Equality 
of 
Variances

t-test for Equality of 
Means 

F Sig. t df Sig. 
(2-
tailed)

P
re 

Equal 
variances 
assumed 

.032 .859 -1.432 90 .156 

Equal 
variances 
not 
assumed 

  
-

1.458 36.263 .154 

Based on the results of Levene's Test, the 
significant value of F is 0.859 or above 5%, so it can 
be concluded that there is no difference or has the 
same variance between men and women before 
being treated. While the average value of students 
before being given treatment there was no difference 
between men and women seen from the t value of 
0.156 or greater than 5%. 

Post Test 

Table 3: Treatment 

Group Statistics 

 
Gender N Mean Std. 

Deviation 
Std. 
Error 
Mean

Post 
Male 22 80.8182 6.09946 1.30041

Female 70 84.9429 4.80605 .57443

Based on Table 3 above, after the treatment, 
there was an increase in the average value obtained 
by students, which was 67.45 men before being 
80.81 while the previous 70.52 women became 
84.94.  

 

 

Table 4:. Independent Samples Test 

Independent Samples Test 

 Levene's 
Test for 
Equality of 
Variances 

t-test for Equality of 
Means 

F Sig. t Sig. (2-
tailed) 

Post

Equal 
variances 
assumed

8.622 .
004 

-
3.285 

.001 

Equal 
variances 
not 
assumed

  
-

2.901 
.007 

Based on the results of Levene’s Test obtained a 
significant F value of 0.004 or less than 5% so that 
the results obtained are differences after being 
treated between men and women. While the 
significant t test value was 0.001 or less than 5% so 
that the average score between men after being 
given treatment had differences with women. 
 
Same Sample Difference Test 

Table 5: differences and increases 

Paired Samples Statistics 

 Mean N Std. 
Deviation 

Std. 
Error 
Mean

Pair 
1 

Pre 69.7935 92 8.83616 .92123

Post 83.
9565

92 5.40637 .56365 

From table 5 above, the results show that there 
are differences and increases in values between 
before and after treatment. Before being treated, 
students obtain an average score of 69.79. After 
being given treatment there is an increase in value to 
83.96. 
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Table 6: Significant result 

Paired Samples Test 

 

Paired Differences t 
Sig.  
(2-tailed) 

Mean 
Std. 

Deviation 
  

Pair 
1 

Pre - 
Post 

14.16304 9.12342 14.890 1 .000 

 
Based on table 6 above, it is obtained a significant 
result of 0,000 or smaller than 5% so that there is a 
difference between before being treated with after 
being treated.  
 
Based on the results of the above research, it was 
concluded that before being given treatment there 
was no difference between male and female 
students. So it can be concluded using conventional 
methods that there is no variance that is different and 
students do not get graduation in multimedia 
courses. Whereas after being given treatment there is 
a difference in value between men and women 
where the value obtained also increases from before 
being given treatment (Crouch, Fagen, Callan, & 
Mazur, 2004). These results indicate that the use of 
demonstration methods in business learning 
multimedia learning leads to an increase in student 
learning outcomes (Basheer et al., 2017; Fartati, 
2014). In addition, the use of demonstration learning 
methods enhances students' creativity and their 
learning outcomes so as to produce interactive 
learning media (Basheer et al., 2017; Iqbal, 2017; 
Sadewa, 2015; Tuah et al., 2010; Umar et al., 2016). 

In addition, the use of this method in the teaching 
and learning process requires educators to play an 
active role in the learning process (McDermott, 
2001; Tuah et al., 2010). In this method it is also 
useful in giving students a sense of thinking so that 
they make them more creative (Maun & Winnitoy, 
1980). The use of this method must be based on 
planning and must be adapted to the needs and 
characteristics of the course so that effective value 
and learning enhancement for students will be 
produced. Like the research conducted by (Iline, 
2013) that the use of demonstration methods that 
lack planning will lead to less effective results. This 
result is also supported by research conducted by 
(M. Furo, 2014; McKee et al., 2007). 

5 CONCLUSIONS 

Based on the results and discussion above, it can be 
concluded that the use of demonstration learning 
methods in which the teaching staff gives examples 
and then the students pay attention and take actions 
taken by the teacher will lead to an increase in the 
value of learning and student creativity. The use of 
this method also requires students to be more active 
in the learning process in class. The results of this 
study also provide suggestions for some subjects that 
prioritize practitioners more recommended the use 
of demonstration methods to increase creativity and 
ease in receiving material. In addition, in the use of 
demonstration methods it is recommended that the 
material be given beforehand before carrying out the 
practice. 
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Abstract: North Tapanuli Regency is an area that has the potential to be developed as a Tourism City through the use 

of various potential natural beauty and local wisdom, so as to increase regional income, improve the 

economy of the community, grow the business sector, and introduce local cultural values. This paper aims 

to analyze the strengths, weaknesses, opportunities and threats in the development of tourism in North 

Tapanuli Regency as City of Tourism. Data collected through observation, interviews and literature studies. 

Data analysis used qualitative descriptive analysis. The results of the data will be used to determine the 

strengths, weaknesses, opportunities and threats of tourism objects in North Tapanuli Regency as City of 

Tourism. The conclusion of this paper states that for the tourism development strategy of North Tapanuli 

Regency as City of Tourism, including: First, by building various infrastructure facilities that support 

tourism. Second, actively carrying out various events. Third, carry out promotions continuously. Fourth, 

develop various tourism products. Fifth, involves the participation of the community and all interested 

parties (stakeholders) in managing tourism objects. Sixth, improve the competence of human resources for 

tourism actors. 

1 INTRODUCTION 

1.1 Backgorund 

The tourism sector is considered important as an 
increase in Regional Original Revenue for regions 
that have good natural wealth potential, as well as in 
general for the State. Tourism also contributes 
positively to regional economic growth, increases in 
people's income, increases opportunities in business, 
increases the value of ownership of assets (such as: 
the value of land), and is able to create employment 
opportunities for local communities. Through 
tourism as well, it will make the community more 
concerned about the surrounding natural 
environment, provide good motivation for the 
community to maintain and preserve its cultural 
values, provide opportunities for the community to 
introduce their arts and culture, and improve social 
welfare for the local community. 

North Tapanuli Regency is a district located in 
the administrative area of North Sumatra Province. 
North Tapanuli Regency has the potential and 

resources that can be developed as an area of natural 
tourism, cultural tourism and spiritual tourism. The 
potential of superior natural wealth owned by North 
Tapanuli Regency has become an attraction for 
tourists from local, domestic and overseas who want 
to visit. Regency has natural wealth that can be 
managed well as a natural tourist attraction. 

 

1.2 Problem Formulation 

a. What potential does North Tapanuli Regency 
have as a natural tourist attraction, cultural 
tourism and spiritual tourism? 

b. How is the tourism development strategy of 
North Tapanuli Regency as "City of Tourism”? 
 

1.3 Purpose and Objectives 

The purpose of this paper is to contribute ideas to all 
parties regarding the tourism development strategy 
of North Tapanuli Regency as "City of Tourism ". 
The purpose of this paper is to find out the potential 
of North Tapanuli Regency as a natural tourist 
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attraction, cultural tourism and spiritual tourism, as 
well as establishing a strategy for tourism 
development in North Tapanuli Regency. 

2 THEORICAL DESCRIPTION 

Hubeis and Najib (2008), write in his book that the 
concepts of Strength, Weaknesses, Opportunities, 
and Threats (SWOT) have a basic assumption that 
the organization must align its internal activities 
with external reality in order to achieve the stated 
goals. Opportunities will not be meaningful when a 
company is not able to utilize its resources to take 
advantage of these opportunities. Furthermore, it 
was written that the components of the SWOT 
preparation were defined as follows: 
a. Strength is the organizational resources or 

capacity that can be used effectively to achieve 
goals. 

b. Weaknessesare limitations, tolerance, or 
organizational defects that can hinder the 
achievement of goals. 

c. Opportunitiesare supportive situations in an 
organization that are depicted from similar 
tendencies or changes or views needed to 
increase product / service demand and enable 
the organization to increase its position through 
supply activities. 

d. Threatsare situations that do not support 
obstacles, constraints or various other external 
elements in the organizational environment that 
have the potential to damage the strategies that 
have been prepared so that they cause problems, 
damage or errors. 

The Power-Opportunity Strategy (SO-Strength 
Opprotunities), uses the company's internal strength 
to take advantage of external opportunities. Hunger 
and Wheelen (2003), mention that SO Strategy by 
thinking of certain ways that a company can use its 
strengths to take advantage of the opportunities that 
exist. 

The Weaknesses Opportunities Strategy, aims to 
increase internal weaknesses by taking advantage of 
external opportunities. Hunger and Wheelen (2003), 
stated that the WO strategy is to take advantage of 
the opportunities that exist by overcoming various 
company weaknesses. 

Strength-Threat Strategy (ST-Strength Threats), 
uses company strength to avoid or reduce external 
threats. Hunger and Wheelen (2003) stated that the 
ST strategy is a defensive strategy to minimize 
weaknesses and avoid threats. 

Weakness-Threat Strategy (WT-Weaknesses 
Threats) is a defensive tactic carried out to reduce 
internal weaknesses and avoid external threats. 

Hubeis and Najib (2008), stated that the WT strategy 
was a strategy to reduce weaknesses to minimize 
existing threats. 

3 RESEARCH METHOD 

3.1 Research Sites 

This research was carried out in North Tapanuli 

Regency, North Sumatra Province.  

 

3.2 The Scope of Research 

The limitation of this writing problem only discusses 

internal factors (strengths and weaknesses) as well 

as external (opportunities and threats) of the tourism 

potential of North Tapanuli Regency obtained 

through the Preliminary Survey, Problem 

Identification, Literature Study, Identification of 

writing variables and Data Analysis. Limitation on 

the problem under study is the potential in North 

Tapanuli Regency which is related to the 

development of regional tourism is the potential of 

natural tourism, cultural tourism and spiritual 

tourism. The potential possessed by North Tapanuli 

Regency, including the natural beauty of the hills, 

the relics of ancient tombs which are the spreaders 

of Christianity (missionaries).  

 

3.3 Method of Collecting Data 

Data collection used in this study is by in-depth 

interviews, direct observation (observation). As well 

as Literature Study through the collection of 

material, data and information from various 

literatures such as books, journals, and articles 

related to the issues discussed. And the discussion is 

carried out in a descriptive analysis to explain 

various things related to the title of the writing. 

 

3.4 Data Analysis Method 

Data analysis was carried out qualitatively. 

Qualitative paradigm is a research paradigm that 

emphasizes the understanding of problems in social 

life based on holistic, complex and detailed reality 

conditions. (Indriantoro and Supomo, 2002). 

Qualitative research methods are research methods 

based on the philosophy of postpositivism, used to 

examine the condition of natural objects, where 

researchers are key instruments, data collection 

techniques are carried out jointly, data analysis is 

inductive / qualitative and the results emphasize the 

meaning rather than generalization. (Sugiyono, 

2010). 
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4 RESULT AND DISCUSSIONS 

4.1 General Condition of North Tapanuli 

District  
Geographical conditions North Tapanuli Regency is 

located in the highland development region of North 

Sumatra at an altitude between 300-1500 meters 

above sea level, so as to provide beautiful scenery 

and produce cool air. North Tapanuli Regency is 

directly adjacent to five regencies, namely, in the 

north bordering Kabupaten Toba Samosir; in the east 

bordering LabuhanBatu Regency; in the south 

bordering South Tapanuli Regency; and on the West 

bordering the HumbangHasundutan and Central 

Tapanuli Regencies. The geographical and 

astronomical location of North Tapanuli Regency is 

very beneficial because it is in the crossing of 

several regencies in North Sumatra Province. North 

Tapanuli Regency consists of 15 Districts, namely 

Tarutung, Sipoholon, Siborong-borong, Muara, 

Pagaran, Parmonangan, Sipahutar, Pangaribuan, 

Garoga, SiatasBarita, Pahae Jae, PahaeJulu, 

Simangumban, PurbaTua, and Adiankoting. 

 

 

4.2 SWOT Analysis of North Tapanuli 

Regency Tourism Development  
Based on descriptive data obtained by the method of 

observation, interview and documentation search 

results, the authors determine the object performance 

score by means of judgment (judgment value.) 

The rating scale for positive factors, namely 

Strength and Opportunities is: 

1 = Very Weak 

2 = Weak 

3 = Strong 

4 = Very Strong 

The rating scale for negative factors, namely 

Weaknesses and Threats are: 

1 = Very Strong 

2 = Strong 

3 = Weak 

4 = Very Weak 

Weights are determined based on how important 

these factors are, which are according to the results 

of a review of tourism theories. The total total 

maximum weight value is 1 (one). To facilitate the 

provision of values and weighting, the Internal Table 

Factor Analysis Strategy (IFAS) and the External 

Factor Analysis Strategy (EFAS) are: 

The results of a study of the Internal Factor 

Analysis Strategy (IFAS) on Lake Toba attractions 

can be seen in Table 1, below: 

Tabel 1: Internal Factor Analysis Strategy (IFAS) 
No. Strength (S) : Score Weight Total 

1. Panorama of natural 

beauty on 
attractions. 

0,2 4 0,8 

2. Beautiful 

atmosphere in 
providing comfort. 

0,2 4 0,8 

3. Cool air condition. 0,2 4 0,8 

4. Close to 

international 
airports. 

0,15 4 0,6 

5. Availability of 

transportation to get 
to tourist 

attractions. 

0,15 4 0,6 

6. Cultural uniqueness 

that can be added 
value in supporting 

tourism programs. 

0,2 4 0,8 

 Total Strength   4,4 

No. Weakness (W) : Score Weight Total 

1. Lack of cultural arts 

events on a regular 

basis. 

0,4 2 0,8 

2. Limited funding for 
tourism 

development. 

0,3 2 0,6 

3. There are still a lot 
of people doing fish 

breeding in the lake 

area. 

0,3 2 0,6 

4. There are still many 
people who dispose 

of household / 

livestock waste into 

the lake area. 

0,4 2 0,8 

5. Lack of good 

infrastructure in the 
tourist area. 

0,3 3 0,9 

 Total of Weakness   3,7 

 Total (difference: 

S-W) 

  0,7 

The strength mentioned above is a supporting 

factor in the development of tourism in North 

Tapanuli Regency as City Tour. The Weakness 

mentioned above, can be resolved with the policy of 

determining an efficient and effective management 

strategy by the Government by involving 

community participation. 

The results of the study of the External Factor 

Analysis Strategy (EFAS) on the development of 

tourism in North Tapanuli Regency as City of 

Tourism can be seen in Table 2, below:

 

 

 

Tabel 2: External Factor Analysis Strategy (EFAS) 
No. Opportunities (O) : Score Weight Total 

1. The Central Government 

plans to develop Lake 

0,15 4 0,6 
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Toba Tourism Area as a 

National Tourism 
Strategic Area. 

2. The Government's goal is 
to make Lake Toba an 

international tourist 

destination. 

0,1 3 0,3 

3. Tourism has been 

established in North 

Tapanuli Regency as a 

strategic tourism 

destination. 

0,1 4 0,4 

4. The tourism sector of 

North Tapanuli Regency 
can create jobs; and grow 

small and medium 

businesses. 

0,2 4 0,8 

5. The need for tourism for 

each individual is quite 

high. 

0,15 4 0,6 

6. The tourism marketing 

concept of North Tapanuli 

Regency has been 

supported by a complete 
promotional media and 

technology. 

0,15 4 0,6 

 Total of Opportunities   3,3 

No. Threats (T) : Score Weight Total 

1. Environmental damage 

due to community 

exploitation. 

0,5 2 1 

2. Lack of public awareness 

in maintaining the 

cleanliness of water in the 

Lake Toba area, which in 

this case is around the 

object of Muara Beach. 

0,5 2 1 

3. Community income still 
depends on the 

availability of natural 

resources around the Lake 

Toba area, so that the 

potential to utilize natural 

resources to meet the 

needs of the community. 

0,4 2 0,8 

 Total of Threats   2,8 

 Total (different: O-T)   0,5 

 

So, the internal factor evaluation value is 0.7; while 

the evaluation of external factors is 0,5. 

 
Figure 1: SWOT Matrix 

 

Based on the figure 1 above, it can be explained that 

based on the weight and rating of each element in 

the SWOT Matrix, it is known that the position of 

Lake Toba tourist objects is in Quadrant I, namely 

the Offensive Strategy Quadrant (Expansion) which 

is located at the coordinate point (0.7; 0.5). This 

position explains that the tourism object of North 

Tapanuli Regency as a Tourist City in the 'Strong 

Internal and External Conditions', where with this 

condition the tourism object of North Tapanuli 

Regency has a good opportunity to be developed 

into an area of Nature Tourism, Cultural Tourism 

and Spiritual Tourism, which supported by various 

elements of strength and opportunity, and strives to 

minimize weaknesses and threats. 

 

4.3. Tourism Development Strategy for 

North Tapanuly Regency Through 

SWOT Analysis 

Based on the results of a SWOT analysis of tourism 

in North Tapanuli Regency as the Tourism City 

mentioned above, the authors try to describe some 

strategies that need to be established for tourism 

development in North Tapanuli Regency as a City of 

Tourism through SWOT Analysis, namely: 

1. SO (Strength and Opportunities) Strategy, 

which is a strategy that optimizes Strength to 

utilize Opportunities. The form of the SO 

strategy is: 

a. Growing Regional Tourism Core Competencies, 

namely the excellence or uniqueness of 

resources including natural resources and the 

ability of an area in the tourism sector to build 

competitiveness in order to develop the regional 

economy towards independence. The target of 

the development of the tourism sector in North 

Tapanuli Regency as City of Tourism, among 

others are: First, Utilizing resources, including 

the natural resources owned by the region 

optimally. Second, Increasing regional 

competitiveness based on the superiority of the 

regions they have. Third, Increase added value 

along the flagship commodity tourism chain. 

Fourth, Building the uniqueness of the region. 

b. Build and improve facilities and infrastructure 

to support comfort and safety. The availability 

of good tourism accessibility is the most 

important element in shaping the quality of 

tourism products as a whole. 

c. Building Facilities and Accommodation 

Tourism that is comfortable, quality, provides 

good service, and sanitation is good. The 

facilities and accommodations referred to above 

are hotels, villas, retail centers and hospitals that 

have the best facilities. Strived to design the 

tourism concept of North Tapanuli Regency as 

an integrated tourism and economic area. 
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d. Adding international-standard "SILANGIT" 

airport flight routes owned by North Tapanuli 

Regency. The increasing number of direct flight 

routes from Silangit airport is expected to 

increase the number of domestic and 

international tourists. At present, SILANGIT 

International Airport, has opened various 

domestic and international flights. To facilitate 

and shorten the distance traveled by tourists, it 

is necessary to add an airport that is closer to 

tourism objects in North Tapanuli Regency.

Table 4: Silangit International Airport Flight 

Routes 

No. Flight Route 
Aircraft 

Type  

Start 

Operating 

1. 
2. 

3. 

4. 
5. 

6. 

7. 

8. 

9. 

Silangit – 
Medan 

Silangit – 

Batam 
Silangit – 

Jakarta 

Silangit – 

Jakarta  

Silangit – 

Medan  
Silangit – 

BandaraSoeta 

Silangit – Halim 
PerdanaKesuma 

Silangit – 

Singapore 
Silangit - 

Malaysia 

Commercial 
Aircraft  Susi 

Air 

Wings Air 
Sriwijayatype 

757-500 

Garuda type 

CRJ-1000 

Garuda type 

ATR 72-500 
Batik Airbus 

Citilink 

Garuda CRJ 
Garuda 

In 2006 
In 2016 

In 2015 

In 2016 
In 2016 

Desember 

2017 

September 

2017 

In 2017 
Januari 

2018 

 

e. Increase annual routine events / events such as 

cultural parties, folk parties, music festivals and 

various national and international sports 

activities. This activity aims to maintain and 

promote the natural, cultural and customs 

potential of North Tapanuli Regency.  

f. Maintain the values of local wisdom that apply 

in people's lives, so that it can be a selling point 

in supporting various cultural parties and party 

events.  

g. Inviting people in North Tapanuli Regency to 

routinely carry out cultural performances. 

 

2. WO (Weakness and Opportunities) Strategy, 

which is a strategy that minimizes Weakness by 

utilizing opportunities (Opportunities). The 

form of the WO strategy is: 

a. Build good facilities and infrastructure to attract 

tourists. 

b. Utilizing and managing more professional and 

well-organized tourism objects. So that it can 

guarantee the quality of tourism products and 

services. 

c. Conduct continuous tourism promotion or 

marketing of tourism objects in North Tapanuli 

Regency, both domestically and abroad. 

Promotions are carried out both in the form of 

promotions in print and electronic media. The 

purpose of this promotion is: First, introducing 

various potentials owned by North Tapanuli 

Regency. Second, looking for potential new 

consumer opportunities abroad. Third, maintain 

the loyalty of consumers (tourists) who have 

come to tour tourism objects in North Tapanuli 

Regency. 

d. Organize, maintain, and preserve the 

environment around tourist attractions so that 

the environment of the tourist area is maintained 

its cleanliness, coolness and beauty. 

e. Improving coordination with investors. That is, 

the Government must be able to establish 

cooperation with the investors (investors) both 

from domestic and abroad to want to invest 

(invest) in supporting the development and 

development of tourism in North Tapanuli 

Regency in a sustainable manner. 

f. Improve coordination and cooperation with 

tourism institutions. The government needs to 

hold meetings in the form of "Community 

Tourism Business Forum" to the existing actors 

or tourism institutions as well as tourism 

management institutions from domestic and 

abroad. 

g. Empowering, counseling and training elements 

of the community, in order to foster and 

increase awareness and important role of the 

community in the tourism sector. 

 

3. ST (Strength and Threats) Strategy, namely a 

strategy that uses Strength to overcome Threats. 

The form of the ST strategy is: 

a. Creating Geological Based Educative Tourism 

(Geotourism). That is, the Government and the 

local community must be able to make tourism 

in North Tapanuli Regency a geological based 

tourism area. The North Tapanuli area is 

endeavored to become a research laboratory to 

research or recognize various types of plants, 

animal, rocks, moisture content, chemical 

elements, and so on. 

b. Creating Smart Environment-based Education, 

which is an environmental education program 

that refers to the concept of green economy. 

c. Carrying out education based on local wisdom, 

namely education that utilizes regional 

superiority or value in terms of economic, 

cultural, language, information and 
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communication technology, ecology, and 

others. 

d. Conduct reforestation activities or re-plant trees 

for natural, water and forest areas that have 

experienced environmental damage. 

e. Create programs and facilities that can 

guarantee safety, security and comfort for 

tourists visiting.  

f. Manage tourism objects that are better and more 

professional, so as to create an impression and a 

good travel experience from tourists. 

 

4. WT (Weakness and Threats)Strategy, which is a 

strategy that minimizes Weakness and avoids 

Threats. The form of the WT strategy is: 

a. Improving the quality of human resources, both 

for the community, stakeholders, stakeholders, 

and the Regional Government, so as to create 

skilled and competent personnel to support the 

improvement of the tourism sector. 

b. Manage tourist destinations that are more 

professional and quality, so as to increase the 

number of tourist visitors in a sustainable 

manner. 

c. Increasing the special attraction for tourism 

objects (differentiation), so as to give a different 

impression or service than before. 

d. Supervise, maintain and fix various supporting 

facilities that already exist in tourist objects. 

e. Maintaining the survival of natural resources 

available in the tourist area. 

f. Improve legal instruments for regulating the life 

of a tourism industry that is conducive, safe, 

comfortable and fair. 

 

5 CONCLUSION 

Based on the results of the discussion of this study, it 

was concluded that for tourism development 

strategies in North Tapanuli Regency as "City of 

Tourism", both as Nature Tourism, Cultural Tourism 

and Spiritual Tourism, including: First, by building 

various infrastructure facilities that support tourism, 

such as road access, transportation, and adequate 

accommodation accommodation facilities. Secondly, 

actively carrying out performances. Third, carry out 

promotion of tourism objects on an ongoing basis to 

foreign countries. Fourth, develop various tourism 

products. Fifth, involves the participation of the 

community and all parties interested in managing 

tourism objects. Sixth, improve the competence of 

human resources for tourism actors. 

6 RECOMENDATIONS 

North Tapanuli Regency has abundant natural 

resource potential that can be utilized and managed 

to support the tourism sector. The participation of all 

parties (both the community, the Government, 

Academics and tourism industry players) is needed 

in realizing North Tapanuli Regency as a City of 

Tourism, both as Nature Tourism, Cultural Tourism 

and Spiritual Tourism. The role of the Government 

is very large in managing and developing all tourism 

objects to be better, professional and quality. 

Besides that, there is also a change in mentality 

(mindset) from all stakeholders supporting tourism 

development. 
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Abstract: Micro, Small, Medium Enterprises (MSMEs) has an important and strategic role on national economic 

development. The main role of MSMEs is to increase economic growth and labor absorption as well as the 

place where economic output will be distributed. In 1997-1998, MSMEs was able to survive in the middle of 

economic crisis and moreover the number of MSMEs was increasing rapidly after the year. The internal 

MSMEs’ obstacle to develop is capital. Evaluating the financial feasibility can be done by using analysis 

based on Net Present Value (NPV), IRR, and Payback period. In this case, the college which has the capacity 

of knowledge and the depth of study in managing the bankable and feasible enterprise can be MSMEs guider 

to undertake their business. This research study is about financial analysis of micro enterprise in industrial 

sector in sub-district Tanjung Morawa, Deli Serdang. The research area is chosen as it is near from Medan as 

well as one of industrial center in Sumatera Utara. The result of the research shows that micro enterprises in 

sub-district Tanjung Morawa are difficult to get additional capital so their business is not able to develop 

maximally. According to financial analysis, it is found that generally micro enterprises in sub-district Tanjung 

Morawa are feasible to be developed. 

1 INTRODUCTION 

Micro, Small and Medium Enterprises (MSMEs) 

have an important and strategic role in national 

economic development. The role of MSMEs is 

primarily to increase economic growth and absorb 

employment as well as a forum for the distribution of 

development outcomes. When the economic crisis 

occurred in the period 1997-1998, MSMEs proved to 

be able to survive even increased rapidly after the 

crisis. Data from the Badan Pusat Statistik (BPS) 

shows that after the crisis the MSMEs were able to 

absorb 85 million to 107 million workers until 2012. 

The 2012 data shows that the number of 

entrepreneurs in Indonesia was 56,539,560 units. Of 

these, the number of MSMEs was 56,534,592 units or 

99.99%. The remaining approximately 4,968 units or 

0.01% are large businesses. The next data recorded in 

BPS is that nationally MSME growth in 2013 was 

7.51%, 2014 was 4.91%, 2015 was 5.71%, 2016 was 

5.78% and in 2017 amounted to 4.74%, so that the 

average growth of MSMEs from 2013 to 2017 is 

5.73%. If calculated, the average growth of new 

MSMEs in Indonesia is 3,239,716.8 per year that 

appear in Indonesia. The amount is quite large and 

proves that MSMEs will grow in the coming years 

(LPPI and Bank Indonesia, 2015). 

The MSME business does not always run 

smooth. Internal constraints that always appear as the 

main obstacle in MSMEs are business capital. Many 

things cause the emergence of capital constraints, 

including geographic barriers, administrative 

constraints, and others. Administrative constraints 

arise because the management of the MSME business 

is still traditional, haven’t a good financial 

administration and management system. This is a 

major weakness for MSMEs to get funding from 

financial institutions. Regarding the distribution of 

funds to the business world, financial institutions 

must consider business feasibility and ability to return 

capital. Financial institutions, especially banks, must 

pay attention to capacity, collateral, economics 

condition, character and capital of business 

entities. Risk aspects and loan repayment guarantees 

are the standard for banks in channeling their funds. 
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Debt default will be a problem for banks and increase 

the risk of the bank. Risk can be reduced by 

evaluating financial feasibility. Financial feasibility 

evaluating can be done through Net Present Value 

(NPV), Internal Rate of Return (IRR) and payback 

period analysis (Nugraheni and Suprihanto, 2015). 
Research was held out in Tanjung Morawa. The 
selection of the research area with the reasoning that 
geographically the location of Tanjung Morawa is 
very close to Medan, the capital city of North 
Sumatera and it is the industrial centers of 
Medan. Tanjung morawa is one of the sub-districts in 
Deliserdang which has many industries from middle 
to upper industries, even micro industries. Rapid 
industrial development has become a major challenge 
for micro-enterprises to survive, compete with 
middle-to-upper industries. The aim of this research 
is to analyze main obstacle and the feasibility of the 
development of micro industries in the District 
Tanjung Morawa Deliserdang. 

2 RESEARCH METHOD 

This research was conducted in Tanjung Morawa 

Deli Serdang on July to September 2018. The 

research object is the owner of the industrial micro-

sector who are made as respondents and domiciled in 

Tanjung Morawa.The sample selection method used 

Convenience sampling by choosing based for ease in 

data retrieval. The sample selection like this on the 

idea that the District Tanjung Morawa consisted of 25 

villages and there is hundreds of micro-business 

industry sectors in village. The results of data 

described there were 31 micro-businesses which 

were willing to provide the required data. Primary 

data obtained from direct interviews with respondents 

using a questionnaire.  Financial analysis and 

business development feasibility integrated in the 

following stages: 

1. Preliminary survey of the condition of micro-

enterprises in Tanjung Morawa. 

   The survey began by looking at the conditions of 

various micro-industry businesses in Tanjung 

Morawa District. Based on data from the Badan 

Pusat Statistik (BPS) of Deli Serdang Regency, it 

can be seen that the number of micro-businesses 

spread in several villages and sub-districts of 

Tanjung Morawa District consists of several 

types of industries including food, beverage, 

textile, furniture, wood, earthenware and many 

others. 

2. Determination of research samples. 

   The sample selection is based on the 

Convenience Sampling method so that the data 

search process is not determined in advance what 

type of business the data will be taken. 

Determination of samples on the basis of 

convenience is done as well as possible so that 

the types of industries chosen are very diverse, 

including the food processing industry, furniture 

manufacturing, sculpture and earthenware 

making, broom making, corn processing, trident 

and glass making. 

3. Retrieving data to respondents 

   Data collection was carried out by involving 2 

research members plus 4 team members. The data 

collection method used is through in-depth 

interviews with business owners using 

observation sheets and filling out questionnaires 

conducted by team members. 

4. Data processing 

   Data is processed using descriptive statistical 

methods to determine the size of the 

concentration and distribution of data. 

Furthermore, the data is processed using financial 

analysis in the form of calculating the Net Present 

Value (NPV), Internal Rate of Return (IRR), Net 

Benefit / Cost Ratio (B / C Ratio), and Payback 

Period 

5. Results Analysis and Discussion 

   Analysis of the results and discussion is done by 

tabulating and grouping the data obtained to get 

conclusions about the difficulties faced by 

business owners to develop their business. 

   Feasibility analysis based on financial capability 

is carried out by the method of financial analysis 

NPV, IRR, B/C Ratio, and Payback Ratio. 

6. Analysis of the feasibility of developing micro 

enterprises by financial analysis. 

   Financial analysis was followed by an analysis of 

the feasibility of developing micro-enterprises in 

the industrial sector in the Tanjung Morawa area. 

Each calculation result of NPV value, IRR, B/C 

Ratio and Payback ratio will be analyzed to 

determine whether the business is feasible to be 

developed or not. 

7. Evaluation and improvement of analysis results 

   The next step is to perfect the results of the 

research so that the conclusions needed are 

needed in accordance with the research 

objectives. Related to things the results of the 

analysis will be prepared to be eligible for 

publication. 

The financial feasibility analysis used consists of 

(Utari, Hadiana and Suryadi, 2016): 

a) Net Present Value (NPV) 
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The Net Present Value of a project is the 

difference in Present Value (PV) of the 

current benefits with Present Value (PV) cost 

flows (Fleeson et al., 2017). 

The NPV formula is as follows: 

 
Information: 

NB: Net Benefit (Benefit - Cost) 

C : Investment Costs + Operating Costs 

B : Benefits that have been discounted 

C : Cost that has been discounted 

I : Factor discount 

n : Year (time) 

Furthermore, the feasibility of a business can be 

measured by the conditions below: 

NPV> 0: Decent business/profit 

NPV < 0: Unfit business/ loss 

NPV = 0: Break even  

 

b) Internal Rate Return (IRR) 

The Internal Rate of Return (IRR) is the rate of 

return on net investment (Kusuma, 2012). The 

IRR interest rate will be obtained NPV=0. This 

means that the interest rate investment giving 

NPV=0. To obtain the final results of the IRR 

calculation, it must find a discount rate results in 

NPV positif. It was looking for discount rate 

produces a negative NPV (Sekaki and 

Pekanbaru, 2016). 

The formula for calculating the IRR is as 

follows: 

 
Information: 

IRR : Internal Rate of Return 

i1 : Discount rate that produces NPV + 

i2 : Discount rate that produces NPV- 

NPV1 : Net Present Value is positive 

NPV2 : Net Present Value is negative 

IRR has three values where each of these values 

has meaning to the investment criteria when 

compared to the social opportunity cost of 

capital (SOCC) as a discount factor . 

IRR < SOCC, means that the business is not 

financially feasible. 

IRR = SOCC, means the business is in a 

breakeven point. 

IRR > SOCC, this indicates that the business is 

financially feasible.  

 

c)    Net Benefit Cost Ratio (Net B/C Ratio) 

Net Benefit Cost Ratio (Net B/C Ratio) is a 

comparative number between the number 

of present value (PV) that is positive (as a 

numerator) with a negative number of present 

value (PV) (as a denominator) (Kusuma, 2012). 

Assessment criteria are as follows: 

Net B/C > 1: Business is declared 

eligible/profitable. 

Net B/C < 1: Business is declared not 

eligible/loss. 

Net B/C = 1: Business is at break even.  

 

d) Payback Period 

Payback Period is useful to find out how long it 

will take to close back investment expenditure 

by using cashflow. In a manner systematic can 

be formulated as follows (Wahyuningrum, 

Sukmawati and Kartika, 2014): 

P = I / A 

Information: 

P = Amount of time needed to return 

investment capital (year) 

I = Investment costs (rupiah) 

A = net benefit every year (rupiah) 

Assessment criteria are as follows: 

PBP < 5 Years: Decent business 

PBP > 5 Years: Business is not feasible 

PBP = 5 Years: Break Even 

3 RESULTS AND DISCUSSION  

Primer data is carried out by taking data directly 

through interviews (in-depth interviews ) 

with owners of micro business sector industry. There 

were 31 respondents in several Tanjung Morawa 

villages. A total of 9 respondents owned a business in 

the food sector, 4 respondents had a broom business, 

3 respondents owned a trellis and glass making 

business, 4 respondents owned ceramic pots and jars 

business, 4 respondent had furniture manufacturing, 

1 respondents has a stone business, 2 respondents 

have a business of making temper and tofu, and each 

of the 4 respondents has a corn processing business, 

fertilizer, and painting frames. 
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Based on the results of the question and answer using 

a questionnaire with respondents, it can be mapped 

several problems that are always faced by micro 

business owners in the industrial sector in Tanjung 

Morawa. These problems include: 

1. The educational background of the business 

owner is low. 

Most of the total respondents are only 

graduated from junior high and high 

school/equivalent so basic knowledge in 

business development is very 

minimal. Business activities are carried out 

only based on experience and knowledge 

obtained from generation to generation. 

2. Weaknesses in production planning. 

The business owner never plans to determine 

the amount of production. It is strongly 

associated with an educational background 

which is relatively low so that an 

understanding of the plan/budget is 

minimal. In the future, relevant training and 

mentoring needs to be given to business 

owners related to the field of production 

planning. 

3. The business owner does not make financial 

statements. 

All respondents stated never prepare financial 

statements on a business carried not know 

how the value of business assets and how 

much profit can generate from 

operations. Such conditions can cause 

difficulties for the owner in separating 

personal property from business assets that 

have an impact on the sustainability of the 

business because he treats it as personal 

wealth. 

4. Licensing and legality. 

Businesses are developed on average have 

not been incorporate, not have a business 

license, P-IRT, halal certificate and other 

legal requirements. Business owners 

complain of the high costs and complicated 

procedures that they prefer not to take care of 

permits and legality. 

5. Difficulty in determining the current amount 

of capital. 

The business owner is unable to 

determine the exact amount of capital owned 

by the business at this time. This is related to 

the previous problem, namely the failure to 

prepare financial statements. The inability to 

determine capital is currently an indicator of 

the weak measurement capability of business 

development. 

6. The small number of employees. 

Of all respondents around 90% only have 1-5 

employees. This shows that the ability to 

provide employee salaries is still low. 

7. Difficulty in getting additional capital for 

business development. 

Difficulty in getting additional capital is the 

main obstacle, considering that capital is a 

key factor that can describe the constraints 

mentioned earlier. 

Financial analysis carried out on micro-enterprises in 

the industrial sector in the Tanjung Morawa region is 

by calculating the Net Present Value (NPV), Internal 

Rate of Return (IRR), Net Benefit Cost Ratio (B/C 

ratio), Payback Period (PP). 

a. Net Present Value (NPV) 

Based on the results of calculating the NPV value 

of the 31 MSMEs sampled, 28 MSMEs have a 

positive NPV value and 3 MSMEs have a 

negative NPV value (the results of the 

calculation are attached). Then the results were 

obtained that 90,32% of MSMEs were very 

safe and benefited and around 9.68% of MSMEs 

were still not feasible and unable. Based on the 

analysis, it can be concluded that the ability to 

develop and generate high profits for MSMEs in 

the Tanjung Morawa Sub-district area. The next 

analysis is that MSMEs are very feasible to 

develop. If the development of investments in 

MSMEs is carried out, there are opportunities for 

success. 

b. Internal Rate of Return (IRR) 

The IRR (internal rate of return) is the discount 

rate that results in an NPV equal to zero. If the 

IRR calculation results are greater than the 

discount factor, it can be said that the investment 

that will be made is feasible. If it is equal to a 

discount factor, it is said that the investment 

invested will return the investment, whereas if 

the IRR is smaller than the discount factor, the 

investment invested is not feasible. Discount 

factor in this research uses a reference interest 

rate set by Bank Indonesia, which is equal to 

4.5%. Discount factor is also called the Social 

Opportunity Cost of Capital (SOCC). From the 

results of the IRR calculation (the results of the 

calculations attached) obtained as many as 

23 MSMEs have IRR values > SOCC (Social 

Opportunity Cost of Capital). The remaining 

8 MSMEs have an < SOCC IRR value. Results 

showed that 74.1% of SMEs are financially 

viable business, while 25, 9% of SMEs are still 

not financially feasible. 

c. Net Benefit Cost Ratio (B/C ratio) 
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The B/C Ratio method basically uses the 

equivalent data of the present value of revenues 

and expenditures which in this case the B/C Ratio 

is a comparison between the present value of 

receipts or income derived from investment 

activities with the present value of expenses 

(costs) during the investment takes place within 

a certain period of time. The eligibility criteria is 

if the value of B/C Ratio > 1 and formulated with 

BCR = (∑ Present Value of Income): (∑ Current 

Value of Expenditures). 

Based on the results of the B/C ratio ratio of 

31 MSMEs , 25 MSMEs have a B/C Ratio > 1, 

while 6 MSMEs < 1. About 80.64% of 

businesses that are running are already feasible 

businesses that have been developed and have 

benefited. 19.36% of businesses that are running 

still cannot be considered operationally feasible 

and have not produced sufficient profits. The 

B/C Ratio < 1 is a new business and the 

operational age is still relatively short. 

d. Payback Period (PP) 

Payback period is a period that is needed to be 

able to recoup investment expenditure by using 

the proceeds or net cash flows. Based on the 

results of the Payback Period calculation of 31 

MSMEs sampled, the overall payback obtained 

is still below 2 years. The average payback 

period is 0.3947. This figure shows that the cash 

flow generated by the business to cover the 

investment value is very short. 

The payback period of the investment is an 

average of 0.3947 years. This means that funds 

embedded in assets will be recoverable 

within 0.3947 years. If investors are faced with 

two investment choices, then choose the smallest 

payback period. Based on the payback period 

analysis, it can be concluded that the MSMEs 

sampled on average are able to obtain back the 

funds planted for investment briefly and illustrate 

that the cash flows generated are quite good. 

4 CONCLUSION 

The identification of the main constraints faced by 

micro-industries in the industrial sector in Tanjung 

Morawa Deliserdang shows that the difficulty of 

obtaining additional capitalfor business 

development is the biggest obstacle to the survival of 

MSMEs. Difficulty in getting additional capital is the 

main obstacle, considering that capital is a key factor 

that can describe the constraints mentioned earlier. 

Financial analysis by calculating the value of Net 

Present Value (NPV), Internal Rate of 

Return (IRR), Benefit and Cost Ratio (B/C Ratio) 

and Payback Period resulted in a fairly good 

assessment of the feasibility of developing micro-

business industry in Tanjung Morawa District, 

Deliserdang. In general, it can be concluded that the 

micro business in the industrial sector in Tanjung 

Morawa sub-district is feasible for development 

because it is quite profitable, can survive and have a 

relatively short investment return period. 
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Abstract: This research aimed to find out (1) how big the impact of entrepreneurship education is on the 
entrepreneurial interest of students (2) how big the influence of family environment is on the entrepreneurial 
interest of students (3) how big the impact of entrepreneurship education and family environment is on the 
entrepreneurial interest of the tenth grade students of SMK Swasta Eria Medan in the academic year of 
2017/2018. The variable used in this research is entrepreneurship education and family environment as 
independent variables and entrepreneurial interest as the dependent variable. This research is a research on 
population with 75 tenth grade accounting students of Sekolah Menengah Kejuruan Swasta Eria Medan as 
the respondents. The techniques of collecting data used are observation, interview and questionnaire. 
Validity and reliability test were conducted to test the validity and the reliability of the variables of 
entrepreneurship education, family environment and the entrepreneurial interest. The result of this research 
indicated that (1) entrepreneurship education had significant effect on the entrepreneurial interest which is 
shown by the tvalue>ttable, which is 9.487>1.666 with significance level value of 5% (2) family 
environment had significant effect on the entrepreneurial interest, which is shown by the tvalue >ttable, 
which is 4.391 > 1.666 with significance level value of 5% (3) entrepreneurship education and family 
environment had significant effect on the entrepreneurial interest, which is shown by the tvalue >ttable, 
which is 7.218>2,736 with significance level value of 5% and R2 0.788 or 78.8%. 

1 INTRODUCTION 

Unemployment is regarded as one of economy 
problems Indonesia is facing at this moment. 
Unemployment is a result of the number of labor 
forces that is not proportional to the number of jobs. 
One of the solutions taken to overcome 
unemployment is by creating entrepreneurship. The 
government's effort to create entrepreneurship is 
through education. Education must be able to play 
an active role in preparing educated humans and 
Vocational High Schools (SMK) is one of the levels 
of education that is expected to be able to overcome 
unemployment. 

To direct students to have the desired mindset, 
the mindset of the children must be focused on the 
independent efforts rather than expecting work from 
others. It is better to create a job than expecting job 

from someone else. To form an entrepreneurial 
human being and able to do entrepreneurship in 
vocational students, then what must be embedded 
first is the interest in entrepreneurship itself.  

Noore (in Suryana, 2006: 63) suggests that 
factors that influence entrepreneurial interest are 
seen from internal factors, namely tolerance, risk 
taking, personal value, entrepreneurship education, 
entrepreneurial experience, age, and commitment. 
While the external factors are family, friends of 
parents and social networks. 

The provision of entrepreneurial knowledge 
through entrepreneurship education to vocational 
students is very necessary. The higher the 
entrepreneurial knowledge of the vocational 
students, the more their insights will be opened 
about entrepreneurship. Ideally, schools can help 
shape students' interests in entrepreneurship. 
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Entrepreneurship education is one of the factors that 
triggers interest in entrepreneurship. A person who 
has obtained training, seminars, entrepreneurship 
courses will be interested in entrepreneurship. 

In addition to the provision of the entrepreneurial 
education, another factor that that has effect on the 
interest in entrepreneurship is the family 
environment. Family support can be used as 
encouragement and motivation to grow interest in 
entrepreneurship. The family can also encourage 
students by giving a real picture about advantages to 
have business of their own. The family environment 
is the primary education environment that is first 
received by a child as from the family children first 
get education and guidance since their birth. 

According to Kasmir (2011: 6), encouragement 
in the form of a strong motivation to advance from 
the family is also the initial capital to become an 
entrepreneur. The profession background of the 
parents is one of the factors that plays a role in 
children's interest in entrepreneurship where the 
work of parents is entrepreneurial. Therefore, their 
children are expected to continue the parent's 
business or to create their own business.  

Based on the description above, the purpose of 
this study is to find out whether there is an influence 
of entrepreneurship education and family 
environment on entrepreneurial interest in 
entrepreneurship of the tenth grade accounting 
students of SMK Swasta Eria Medan in the 
academic year of 2017/2018. 

2 THEORICAL STUDY 

Entrepreneurship Education Theory 
According to Asmani (2011: 120), entrepreneurship 
education is a weapon that destroys unemployment 
and poverty, and becomes a ladder towards the 
dream of every society to be financially 
independent, has the ability to build individual 
prosperity, while at the same time entrepreneurhsip 
contributes to developing the welfare of society. 

Therefore, entrepreneurship education can be 
defined as an effort by educational institutions to 
instill knowledge, values, spirit and entrepreneurial 
attitudes towards students and students to equip 
themselves to be independent, creative and 
innovative human beings. 

Entrepreneurship education teaches 
entrepreneurial values that will shape character and 
behavior for entrepreneurship so students can be 
independent. Entrepreneurship education is also able 
to equip students with various entrepreneurial 
competencies which will bring great benefits to their 
lives. 

Family Environment Theory   
Djali (2012: 99) stated that the Family Environment 
is the first place where life begins and is very 
influential on student success. 

The importance of education for students in the 
family environment has effect on the success of the 
students. 
 
Entrepreneurial Interest Theory 
According to Kurniawati (2015: 75), Interest in 
entrepreneurship can be seen as an intention to 
create a new organization or business or as a risk-
taking behavior to start a new business.  

Entrepreneurial interest is the desire, interest and 
willingness to work hard or to be strong-willed to be 
self-reliant or to fulfill their needs without feeling 
afraid of the risks that will be experienced, as well as 
the strong will to learn from failure. 

3 METHODOLOGY 

Population is a generalization area consisting of 
objects / subjects that have certain qualities and 
characteristics set by the researcher to be studied and 
then drawn conclusions. If the subject is less than 
100 people then the sample should be taken entirely 
from the population. Therefore, in this case the 
researcher chose the sampling technique by means 
of total sampling, namely sampling the entire 
population of 74 students. 

The method used for collecting data are 
observation, interview and questionnaire. The testing 
of the research instrument was done before the 
questionnaires were given to the respondents. The 
testing of the instruments was conducted with 
validity and reliability test. Validity test results 
obtained that rvalue > rtable therefore, the variable 
X1 is said to be valid 23 items, variable X2 is said to 
be valid 21 items, and variable Y is said to be valid 
21 items while the results of reliability are cronbach 
alpha values greater than 80%, then, instruments is 
said to be reliable. If the data are said to be valid and 
reliable, then the next stage is data analysis. 

4 ANALYSIS 

Research data analysis in this study was conducted 
with classical assumption and multiple regression 
analysis. Two kinds of classic assumption tests used 
in this study are: Normality Test, and Homogeneity 
Test. In this study, there were two independent 
variables with one dependent variable, namely 
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entrepreneurship education (X1), family 
environment (X2), which affects the interest in 
entrepreneurship (Y).  

The relationship of these three variables is a 
straight line (linear) so that this study used multiple 
regression. Multiple linear regression analysis in this 
study was used to determine the effect of 
independent variables and dependent variable. 

5 RESULTS 

To find out the effect of entrepreneurship education, 
and the family environment on entrepreneurial 
interest, it can be seen from the results of multiple 
regression analysis. In the analysis, there are several 
classical assumptions that must be met, namely 
normal distribution, and homogeneous data. In the 
P-plot graph, the data spreads around the diagonal 
line and follows the direction of the histograph line 
to the normal distribution pattern, so the dependent 
variable Y (Entrepreneurial Interest) meets the 
assumption of normality. The homogeneity test is 
seen from the dependent variable Y, the mean 
value> 0.05 is 0.452> 0.05, so it can be said that the 
variance of each sample is the same (homogeneous). 

Table 1: Enterpreneurial Interest 

 
 

Table 2: Family Encironment 

 
 

Table 3: Model Summary 

 
The analysis used in this study is linear regression 
with three predictors, which are entrepreneurship 
education (X1), family environment (X2), and 
entrepreneurial interest (Y). This regression model 

can be used to determine the effect of 
entrepreneurial education, and family environment 
on entrepreneurial interest simultaneously and 
partially. 
 
Based on the results of the table coefficients, 
multiple regression equation was obtained as 
follows: 
Y = 9,127+ 0,630X1 + 0,521 X2 
 
The regression equation means: 
Constant = 9,127 
This value was taken from the unstandardized 
coefficients in the table of coefficients. If the 
independent variables (entrepreneuriship education, 
family environment) are considered equal to zero, 
then the average interest in entrepreneurship is 
9,127. 
Coefficient X1 = 0.630 
If the entrepreneurship education variable increases 
by one point while the family environment variable 
is constant. Then, it will result an increase in the 
entrepreneurial interest by 0.630 
Coefficient X2 = 0.521 

If the variable learning achievement has 
increased by one point while the variable work 
practices of the industry and family environment are 
considered to be correct, it will cause an increase in 
entrepreneurial interest by 0.521. 

Based on the ANOVA table above, it can be seen 
that the significance value of the F test was 0.000 
<0.05 so it can be concluded that there was an 
influence of entrepreneurship education and family 
environment together on students' entrepreneurial 
interests. 

Based on the table of coefficients above it can be 
seen that the significance value of the three variables 
was <0.05, so it can be concluded that there was an 
influence of entrepreneurship education on 
entrepreneurial interest, and family environment on 
entrepreneurial interest. 

To see the magnitude of the influence of the 
independent variables on the dependent variable as a 
whole can be seen in the following summary model 
table: 

Based on the summary model table, the adjusted 
R2 value of 0.788 (78.8%) means that the 
independent variables of entrepreneurship education 
and family environment together influence the 
dependent variable of entrepreneurial interest in the 
tenth grade accounting students of SMK Swasta Eria 
Medan at 78.8%. While the remaining 100% - 
78.8% = 21.2% is explained by other variables 
outside this research. 
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The magnitude of the contribution of industrial 
work practice variables to students' entrepreneurial 
interest was equal to (0.630)2 x 100% = 39.69%, 
and the magnitude of the environmental contribution 
to student entrepreneurship is equal to (0.521)2 x 
100% = 27.15 %. 

Entrepreneurship education of the students can 
foster the entrepreneurial interest of the students 
because during approximately 3 consecutive years in 
the entrepreneurship education, students were taught 
directly in the Business World or World Industry, 
they were taught about the intact and real knowledge 
of how to create something new and different. This 
is in accordance with what was stated by 
Prawirokusumo (in Surayana, 2006: 11) that 
Entrepreneurship contains a complete and real field 
of knowledge, that is, there are complete scientific 
theories, concepts and methods. Entrepreneurship is 
a scientific discipline that has its own object, namely 
the ability to create something new and different, 
Entrepreneurship is a tool to create equity of 
business and income, or fair and prosperous people's 
welfare. 

The amount of influence of students' 
entrepreneurship education showed that there was a 
sense of accounting interest from students of SMK 
Eria Medan to become an entrepreneur. If this 
condition is driven by an entrepreneurial teacher to 
provide motivation, it can develop the 
entrepreneurial interest for the students. The 
influence of the family environment on students' 
interest in learning was quite small, due to lack of 
encouragement from parents towards their children's 
interests, so that interest cannot develop. Parents 
should give encouragement / motivation to their 
children to develop their desired talents and 
interests, with a better encouragement from parents, 
a child will have more confidence to become an 
entrepreneur. From these results, schools, teachers, 
students and parents are recommended to give 
motivation to their children that after graduation 
they do not have to be an employee, but they can be 
an entrepreneur.  

If everyone thinks of being an entrepreneur, 
Indonesia's unemployment rate can be reduced as the 
presence of young entrepreneurs can employ the 
labor forces. Regarding this, the school in this case 
has a role which teachers of entrepreneurship 
subjects always need to  provide motivation and also 
provide entrepreneurial material using some 
approaches, such as approaches by describing the 
success of some entrepreneurs and those who have 
not been successful. The reason is to make the 
students who take entrepreneurship subject 

interested and can grow interest in student 
entrepreneurship. This is in line with what Kasmir 
said (2011: 6) that Encouragement in the form of a 
strong motivation to advance from the family is also 
the initial capital to become an entrepreneur. 

6 CONCLUSIONS 

Based on the results of this study it can be concluded 
that there was a significant effect of 
entrepreneurship education and family environment 
on the entrepreneurial interests of students partially 
and simultaneously. From this research, it can be 
suggested that: to make channel the children's 
interests  properly, teachers of entrepreneurship 
subject  and parents should provide motivation to 
children to become an entrepreneur, and family 
environment conditions should also be considered  
as it can influence children to become entrepreneurs. 
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Abstract: This study aims to integrate life skills in human resource management courses through video as a learning 
medium. The methods in this study are interviews, questionnaires, observations, and literature studies. 
Researchers have conducted an interview using a list of questions related to the tasks of the HR department 
in the three companies. The video camera is used to take video shows when the company explains the tasks 
of the HR department so that each company clearly shows the tasks for the HR department. HR 
management courses need to integrate life skills so that students have the skills or ability to overcome 
problems in the field of HR management in the company. Through video shows that have been made by 
researchers about the tasks of the HR department in the company, students are expected to be able to apply 
theory in HR management courses in accordance with the real conditions needed in the company. 

1 INTRODUCTION 

A. Research Background 
Higher education is a forum for the formation of 
graduates who are expected to have quality 
characters and are ready to use in the world of work. 
Thus the direction of learning must be adjusted to 
the demands of the work world. Graduates must also 
have life skills so that they can compete in the era of 
globalization where job opportunities are 
increasingly tight for graduates. Universities as 
formal education institutions are required to always 
improve the quality of learning in accordance with 
the applicable curriculum. 

The Human Resource Management (HRM) 
course examines the functions or tasks of the HR 
department in the company starting from analyzing 
positions to termination of the human resources in 
the company. The introduction of this HRM course 
is essentially aimed not only at understanding, but 
also that students are expected to be able to associate 
HR lecture material with real conditions in the 
company. 

Life skills education reflects real life in the 
learning process so that students gain life skills and 
they are ready to live in the midst of society. 
According to (Mujakir, 2012) what is learned in 

each subject is expected to form the life skills that 
will be needed when facing real life in society. 

Anwar (2006) argues that the general purpose of 
life skills education is to improve the skills, 
knowledge and attitudes of learning citizens in 
certain fields of work or business according to their 
talents and interests so that they have the ability to 
work or work independently that can improve their 
quality of life . While the specific objective is to 
provide life skills education services to learning 
citizens in order to have the skills, knowledge and 
attitudes needed to get into the workforce. 

Meanwhile, according to (Subijanto, 2007) one 
of the goals of life skill education is to provide basic 
provisions and exercises that are carried out 
correctly regarding the value of daily life that can 
provide students with the ability to function in the 
face of future competitive life and at the same time 
collaboration. 

Life skills can help a lecturer to deliver material 
content in more depth and comprehensively so that 
students can more easily understand the material. In 
this study the lecturers of Human Resource 
Management courses will conduct observations and 
interviews in depth in several companies to get clear 
information about the tasks or functions of the HR 
department in the company. In line with (Slamet, 
2002) states that one of the goals of life skills 
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education is to optimize the participation of 
stakeholders. 

This is also related to one of the benefits of life 
skills education that students have broad insight into 
career development in a changing workplace that is 
capable of choosing, entering, competing and 
advancing in careers (Marwiyah, 2012). 

The success of the learning process cannot be 
separated from the choice of learning methods and 
media. This is in accordance with (Arsyad, 2013) 
that in a learning process, there are two very 
important elements are teaching methods and 
learning media. In this study the researcher will 
make a video as a learning medium for the course of 
Human Resource Management. According to 
(Riyana, 2007) learning videos are media that 
present audio and visuals containing good learning 
messages that contain concepts, principles, 
procedures, knowledge application theories to help 
understanding an instructional material. 

Researchers make videos as learning media 
intended to clarify and facilitate the delivery of 
messages so that they are not too verbalistic (Riyana, 
2007). Thus the lecturer will be easier to deliver 
learning material in the course of Human Resource 
Management which is related to the tasks or 
functions of the HR department in the company. 
Students are expected to have life skills in this 
course by comparing learning materials and real 
conditions in the company. The role of stakeholders 
in shaping life skills for students in the course of 
Human Resource Management is very important. 
Thus the researcher needs to involve stakeholders to 
be able to achieve the goal of life skill education, 
that is designing education so that it is functional for 
the lives of students in facing life in the future 
(Singh, 2015). 

Therefore the importance of life skills in HR 
Management courses, researchers are interested in 
conducting research with the title "Analysis of video 
making as a learning media by involving 
stakeholders and their relationship to life skills 
education in human resource management courses." 
 
B. Research Purpose 
The purpose of this study is to integrate life skills in 
human resource management courses through video 
as a learning medium. 
 
C. Benefits of Research 
The results of this study are useful as innovations in 
learning to improve the relationship of the university 
with stakeholders and also to improve life skills for 
students. 

2 THEORICAL FRAMEWORK 

A. Learning Video Media Meaning of Learning 
Videos 

The development of science and technology, 
requires the use of educational media that are 
increasingly appropriate, such as videos that are 
already an urgent requirement. This is due to the 
complex nature of learning. There are various 
learning objectives that are difficult to achieve by 
relying solely on the lecture method. Therefore, in 
order to achieve maximum learning results, it is 
necessary to use media, one of which is video 
(Miftakh & Samsi, 2015). 

Video is a series of motion pictures accompanied 
by a sound that forms a unity that is sequence into 
grooves, with messages in it to achieve learning 
goals that are stored with the storage process on the 
tape or disk (Arsyad, 2013). Video is an audio visual 
media that displays motion (Sadiman, 2008). 

According to Heinich, Molenda, Russell, & 
Smaldino (2002) videos can be interpreted as "the 
appearance of various images on a television or 
similar screen. So it can be concluded that the video 
is a motion picture that consists of a series of 
grooves and displays a message from the part of an 
image to achieve the learning objectives. 

Video learning is a media that is designed 
systematically with reference to the applicable 
curriculum and in its development applying the 
principles of learning so that the program allows 
students to look at the subject matter more easily and 
interestingly. Physically learning videos are learning 
programs that are packaged in videotapes and 
presented using VTR or VCD player equipment and 
monitor TVs (Rusman, 2011). 
 
B. The Purpose and Benefits of Learning Video 

Media 
According to (Riyana, 2007) learning videos as 
teaching materials aim to: 
a. Clarify and facilitate the delivery of messages 

so that they are not too verbalistic. 
b. Overcome the limitations of time, space and 

sense of ability of students and instructors. 
c. Can be used precisely and varied. 

Other benefits of using videos according to 
(Daryanto, 2010) include: 
a. The size of the video display is very flexible 

and can be adjusted as needed. 
b. Video is a non-print teaching material that is 

rich in information and straightforward because 
it can reach students directly. 

c. Video adds a new dimension to learning. 
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C. Life Skill Meaning of Life Skill 
Life skills are the ability and courage to deal with 
life's problems, then proactively and reactively seek 
and find solutions to overcome them. People who 
are studying also need life skills. Thus UNICEF 
(2012) divided the life skills into five, that is:  
a. Self-awareness skills which are also called 

personal skills. This capability includes; (1) 
self-esteem as a creature of God Almighty, 
members of society and citizens, (2) realizing 
and grateful for the strengths and weaknesses 
that are owned while at the same time making 
asset in improving themselves as an individual 
who is beneficial to themselves and the 
environment. 

b. Rational thinking skills (thinking skills). This 
skill includes; (1) the ability to explore and find 
information, (2) the ability to process 
information and make decisions, (3) creative 
problem solving skills. 

c. Social skills. This skill includes; (a) 
communication skills with empathy, (b) 
cooperation skills. Empathize, understanding 
attitude and the art of two-way communication. 
This needs to be emphasized because 
communication is not just delivering messages, 
but the content and reach of messages 
accompanied by good messages will arise a 
harmonious impression. 

d. Academic skills. Often called the ability to think 
scientifically (scientific method), including 
identification of variables, formulating 
hypotheses and carrying out research. 

e. Vocational skills. Meaning that skills are 
associated with certain occupational fields in the 
society. 

 
D. Purpose and Benefits of Life Skill Learning 
According to (Mansor, 2017) in general life skills 
education intends to function education in 
accordance with its nature, that is developing the 
human potential of students to face their future roles. 
In particular, education oriented to life skills aims to: 
1. Actualize the potential of students so they can 

be used to solve the problems. 
2. Designing education so it is beneficial for the 

lives of students in facing life in the future. 
3. Providing opportunities for schools to develop 

flexible learning in accordance with the 
principles of broad-based education. 

4. Optimizing the utilization of resources in the 
school environment by providing opportunities 
for the utilization of existing resources in the 
community in accordance with the principles of 
school-based management. 

 

In general, the benefits of education oriented 
towards life skills for students are as provisions in 
dealing with and solving problems of life, both as an 
independent person and as a citizen. If this can be 
achieved, then the dependency on existing 
employment can be reduced, which means that 
national productivity will gradually increase. 
 
E. Human Resource Management 
Human Resource Management as the science and art 
of managing relationships and the role of the 
workforce in order to be effective and efficient to 
help realize the goals of the company, employees 
and the community ” 

The main objectives of HR Management are: 
improving the level of productivity, improving the 
quality of work life, ensuring that the organization 
meets legal aspects. 

Human Resource Management in carrying out its 
activities managing human resources in the 
company, carrying out human resource management 
functions starting from the function of analyzing 
jobs and positions, planning human resources in the 
company, recruiting workers, selecting prospective 
workers, conducting work orientation and 
placement, train employees, conduct employee 
appraisals, carry out compensation policies, carry 
out career development and planning activities, and 
make employment termination policies. 

3 RESEARCH METHOD 

A. Research Location 
This research was carried out in 3 (three) companies 
in Medan, namely PT. Bhanda Ghara Reksa, 
Employment Social Security Organizing Agency, 
PT. Pelindo I BICT. 
 
B. Type of Research 
This research is a qualitative research. The lecturers 
of HR management courses make videos containing 
the functions of HR management or the tasks of the 
HR department in the company. 
 
C. Data Collection Techniques 
The data collection techniques in this study use: 
1. Interview. 

That is holding a question and answer to the 
company about the functions of HR 
Management. 

2. List of questions. 
Contains questions related to HR Management 
functions within the company. 

3. Observation 
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That is in the form of direct observation to the 
company. 

4. Literature Study 
That is in the form of literature obtained from 
books, journals and the internet related to this 
research. 

4 ANALYSIS 

HR management in a simple way is a management 
science that is applied in human resource 
management issues for the achievement of 
organizational goals. The HR management course 
contains material on HR management functions 
consisting of job analysis, employee planning, 
employee recruitment, employee selection, work 
orientation and placement, job training, performance 
appraisal, compensation, career planning and 
development, termination of employment (Agustini 
& Harmen, 2018). Diperlukan strategi perencanaan 
SDM yang tepat untuk meraih keunggulan 
kompetitif organisasi (Harahap & Amanah, 2018).  

Life skills are educational orientations that 
synergize subjects into life skills needed by someone 
wherever they are. Academic skills are one of life 
skills, that is the ability to think scientifically is 
basically the development of rational thinking skills 
that are still general, academic skills are more 
directed towards activities that are academic or 
scientific (Anwar, 2006). Therefore, HR 
management courses need to integrate life skills so 
that students have the skills or ability to overcome 
problems in the field of HR management in the 
company. Thus, the role of the company or 
stakeholders has a big influence as an information 
tool about the management of human resources that 
actually occurs in the company environment. 

The role of stakeholders in forming life skills for 
students in the course of Human Resource 
Management is very important. Thus the researcher 
needs to involve stakeholders to be able to achieve 
the goal of life skill education, which is designing 
education that it is functional for the lives of 
students in facing life in the future (Forneris, 
Camiré, & Trudel, 2012). 

The success of learning in each subject is 
strongly supported by the selection of learning 
media. Learning media is expected to lead to 
interesting and fun learning activities but still have 
an element of seriousness in learning so that they 
can practice problem solving skills (Agustina & 
Novita, 2012). Video is one of the learning media 
that can attract learning interest for students. In 

general (Ariani, 2010) suggested several benefits of 
multimedia learning including: (1) More interesting, 
(2) More interactive, (3) Learniing time can be 
reduced, (4) The quality of student learning can be 
more motivated, (5) Students' attitudes and learning 
attention can be improved and focused, (6) Can turn 
on the text by including sounds, images, music, 
animation and video, (7) Can attract interest because 
it is a combination of views, sounds and movements. 

In this study, researchers made a video by 
involving stakeholders as an effort to integrate life 
skills in HR management courses. This research has 
involved three state-owned companies in Medan, 
namely PT. Bhanda Ghara Reksa, Employment 
Social Security Organizing Agency, PT. Pelindo I 
BICT. 

The researcher has conducted an interview using 
a list of questions related to the tasks of the HR 
department in those three companies. Researchers 
use videos to record company explanations about the 
tasks of the HR department so that the HR 
department's tasks in each company are clearly 
visible. 

5 RESULTS 

The results of this video recording will be used when 
describing the lecture material of HR management in 
the classroom. Researchers expect students to be 
able to learn in real terms about HR management 
functions or the tasks of the HR department in the 
company. This is very important to know because 
HR management courses are closely related to the 
activities or activities of the HR department in the 
company. Therefore, knowledge of HR management 
courses should not only be based on theory but more 
important is how to apply the theory to the actual 
conditions that occur in the company. This is where 
the role of life skills is very important to be 
integrated in the HR management courses. 
Empowering lecturers through the creativity of 
learning methods and media is needed to create 
quality learning in class and student achievement 
(Agustini, Amanah, & Harahap, 2018). 

6 CONCLUSIONS 

HR management courses need to integrate life skills 
so that students have the skills or ability to overcome 
problems in the field of HR management in the 
company. Through video shows that have been 
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made by researchers about the tasks of the HR 
department in the company, students can apply the 
theory in HR management courses according to real 
conditions in the company. 
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Abstract: Learning in higher education requires a dynamics of learning which able to grow up the critical thinking, 
analyzing, communication, negotiating, cooperation, and argumentation. The term to describe those 
personal attributes that indicate the various ability is a soft skill. Definitely the all sort of ability is about to 
build through project-based learning. In general, project-based learning implemented by using group work. 
Interestingly, previous study indicate the implementation of group work in higher education has been 
accompanied by free riders or social loafing in a group work. Even though, the evaluation practice provides 
an opportunity to control that problem. This study aims to: 1) developing evaluation design to controlling 
the free rider's behavior on project-based learning; and 2) developing evaluation design which improves 
group work learning satisfaction. This study conducting to Borg and Gall research and development design 
and Plomp and Nieveen involves: analysis, design and develop prototype and evaluation. The population in 
this study are the students of Departement of Accounting Education, Faculty of Economy in the Universitas 
Negeri Medan (UNIMED). Meanwhile, the purposive sampling technique is used to selecting the students 
who engaged in Learning Evaluation subject. The instrument of evaluation which developed has been 
validated by judgment expert and received a positive response from students. Student response of 
satisfaction, which collected by questionnaire, shows that student satisfaction were high by evaluation 
learning design that tested to them. The design highly potential to be tested and adopted in another subject. 

1 INTRODUCTION 

Basically, individual and group learning have an 
essential value for students to develop their 
comprehensive thinking.  Individual learning 
provides a freedom for students to encourage their 
profundity and autonomous in action, meanwhile, a 
group working allow them to deliver activities which 
cover the process of sharing knowledge, soft skill, 
and creativities in its turn will produce effective 
individual performance, group, and organization 
(Dalkir, 2013; Dyball, Reid, Ross, & Schoch, 2007; 
Maiden & Perry, 2011). 

Furthermore, project-based learning (PBL) put 
special interest in higher level education. The 
implementation of PBL usually using group work 
which is focused on the quality of professional 
worker, including the accountant and a teacher 
which strive for own the abilities of communication, 
cooperation, collaboration, and good compromise 
(Maiden dan Perry, 2011). So, it can be concluded as 
a person who wants to be a professional accountant 

or professional teacher, they must have an 
accounting cognitive ability and soft skill to apply 
their knowledge (Herawati, 2012). In other words, 
the student needs an activity to produce their 
experience in order to develop their hard skill and 
soft skill. This is the core of group working learning, 
in the previous section learning activities emphasize 
to technical knowledge in traditional or conventional 
learning activities that has been shifted into the 
process on provide a place for student to develop 
themselves about theory, principle, and concept 
which support accounting and business practice 
(Flood dan Wilson, 2008) and so in teaching. 
Science and practical knowledge gained from group 
work learning through sharing knowledge activities, 
interaction amongst the group member, 
brainstorming, sinters analysis, and teamwork on 
one project. 

The previous study has been observed group 
work in developing skills to transferred by means of 
the dynamics on group work, self-management, 
planning process and organizing in the accounting 
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students environment (Dyball, Reid, Ross, Schoch., 
2007). Then they testing a group work that formed 
informally in the classroom. Meanwhile, Maiden 
and Perry (2011) stated that group work is an 
essential part of effective student integration to 
developing interpersonal skills and learning. And so, 
Maiden and Perry (2011) leads a mandatory and 
intend to facilitate by educators. 

A group work encourages individual to learn by 
the culture process of participating in the teamwork 
with the sequential process and submissively do an 
interaction on social norm (Lave and Wenger, 1991). 
But basically, group work has its own dilemma. It 
shows by some of academician evaluating group 
work activities causes a trouble by the process. 
Trouble, in this case, means appear from forming a 
group at the beginning, for instance, a group work 
made by teacher instruction or student make their 
own group without teacher instruction. At that time 
choosing the group member might be affecting a 
homogeneous in their knowledge capacity, while in 
the process of brainstorm each group member needs 
some heterogeneous character. It is different from 
Rust (2001), he states that when the group member 
chosen by teacher some students feels inconvenient 
then they unwilling to participate each other. 
Meanwhile, in other words, the terms usually called 
as free-rider.  

This happens because when the group's 
performance is well-regarded by the teaching staff 
then the good value also be obtained by members of 
the group who are not involved. So the free riders 
get the benefits even though he does not participate 
in the group and of course the situation is 
detrimental to other group members. In the 
educational point of view, this problem should be 
taken seriously. Because such circumstances can 
disrupt character building, such as responsibility, 
initiative, participatory, mutual ownership, and 
cooperative, in a free rider. While the other group 
members will be disturbed in the attitude of 
indifference and concern for others. Therefore this 
study aims to develop a learning evaluation 
instrument that is able to stimulate students to 
remain active in the group. The design of the 
evaluation instrument is done so that the free rider in 
project-based learning is possible to reduced. 

2 THEORICAL FRAMEWORK 

The Dynamics of PBL and Group Work 
PBL is generally organized with various complex 
activities during the learning process (Grimm and 
Blazovich, 2016). These activities include classroom 
learning, project implementation, development of 

draft papers, peer reviews, and paper improvements 
(Grimm and Blazovich, 2016). In more detail, Baron 
et al. (1998) offers a series of procedures in the 
implementation of PBL. First, Collaboration Design: 
Students are divided into several groups. Then 
students are given the topic of current issues that are 
appropriate to the learning objectives. This topic will 
stimulate student curiosity. Second, Ranking: After 
the project is implemented, then it is assessed by the 
lecturer. Assessment is useful to confirm the 
suitability of the understanding possessed by 
students with learning objectives. Third, Revised: In 
the last case, students are asked to make 
improvements to aspects that are not true. In this 
process, the lecturers provide guidance so that 
students know the strategies to implement the 
project correctly and can achieve the learning 
objectives. Finally, Presentation: After going 
through a series of improvements, students must 
submit project achievements that are being carried 
out in front of the class. The results of this project 
should be an indicator of the completion of learning 
objectives. 

To implementing the complex procedure of PBL, 
lecturer is usually using group work among the 
students. Therefore, every member of the group is 
mandatory to engage in the entire project. The 
situation is inline from the activities that occur in the 
real work activity. In the business sector as well as 
the public sector working groups are still used to 
improve the performance of individuals and 
sustainable organizations. From the standpoint of 
knowledge management, the working group is called 
the Community od Practice. The Community of 
Practice (CoP) is a group of individuals 
(practitioners) who share the same interests and take 
the place to share, participate and build friendships 
(Dalkir, 2005). Thus in CoP is expected to occur 
knowledge sharing process related to their work, 
problems, and obstacles that they experienced, 
which led to problem-solving. Solving the problem 
will be the creation of new knowledge to overcome 
practical problems in work so that will contribute to 
innovation, both process and product (Nonaka dan 
Taekuchi, 1995; Dalkir, 2005). Dalkir (2005) 
explains initially this concept is standing informally, 
but gradually the company's management realizes 
that this concept can contribute to the company to 
achieve competitive advantage. Along with its 
development, some companies keep this community 
in non-formal conditions, and some companies are 
beginning to formalize it. Likewise, although in a 
non-formal state, the company still facilitates and 
provides the container to the CoP. In the context of 
teaching and learning activities, the concept can be 
absorbed to support student academic performance. 
The concept can give students the opportunity to 
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develop their practical and conceptual understanding 
that is supported by the principles and theories that 
have been conveyed in the classroom. CoP among 
students can stimulate the exchange of knowledge 
and innovation in learning among students. 

In another side, On the other hand, to ensure 
students gain experience working in teams or 
groups, group-based learning should be designed to 
be a liability in certain learning processes. It is 
necessary not only to build habits and expertise in 
teamwork, but also to be important in solving cases 
and getting an understanding of the case, project 
assignments, synthesis analysis, observation, mini 
research, and other activities. In a mandatory group 
learning situation, this problem arises. The 
emergence of problems ranging from the 
composition of group members, group performance, 
to group members' dissatisfaction with the group. 
The root of the problem lies in the presence of 
passengers or free riders in group members. 

 
Free Rider and Evaluation Design 
Free riders are those who do not participate or 
participate at least in the group but get maximum 
benefit from other group members through good 
group assessment results. Free riders can be aligned 
with social loafing, defined by Maiden and Perry 
(2011) as gradations along the continuum, 
representing lost productivity and hampering success 
and smooth work, thereby reducing the benefits of 
teamwork. The working group often raises the 
perception of lack of justice and transparency among 
students, and amongst teachers, it is equally caused 
to frustrate (Maiden and Perry, 2011). Group work 
often consumes energy and time with unproductive 
meetings and discussions because of the presence of 
members who are indolently (Kaye, Kayes, and 
Kolb, 2005).  

In certain circumstances, problems also occur 
when in the same group and different courses 
students divide responsibilities based on courses and 
take roles according to their own ability in certain 
courses. Social loafing also occurs on the 
economically motivated aspect, at a given moment 
there are group members who feel they can 
contribute financially so that they can reduce the 
participation of the group's work (Albanese and Van 
Fleet, 1985), but those who are not involved in the 
extreme group and not financially involved (Gachter 
and Thoni, 2004) 

Basically social loafing is the tendency of group 
members to act down from their actual abilities if the 
work has to be done on their own then it will be able 
to do it well (Brooks and Ammons, 2003; 
Chidambaram and Tung, 2005; Karau and Williams, 
1993; Kravitz and Martin, 1986). Hence the issue of 
justice emerged. Because free riders or social loafing 

explain the situation where the individual is actually 
capable, it's just that he took an unfair part in the 
workload of the group compared with other group 
members. 

Therefore, the assessment within the working 
group often leads to contradictions. The individual 
performance in the group is tied to his group's 
overall performance so that he is forced to accept 
group assessment as a result of his work (Scotland, 
2016). This situation allows the student to get 
numbers that are not in accordance with the 
knowledge or skills that he actually has. The 
incompatibility can be higher or lower. Some 
researchers have found that individual judgments do 
not represent group judgments, so they conclude that 
assessment should still be done on individuals, not 
on group performance (Bourner, Hughes, and 
Bourner, 2001; Gammie and Matson, 2007; Knight, 
2004; Plastow, Spiliotopoulou , and Prior, 2010). 

In this case, the student has the right to question 
what assessment approach the lecturer uses to 
evaluate group performance. And some studies 
indicate that students are not satisfied with the 
group's performance results obtained (Burdett, 2003; 
Li and Campbell, 2008). The discontent arises from 
the gap between the ability he has with the group 
performance he gets and if the result has been 
matched by the expectations of the students 
disturbed because of the passive group members but 
gets good judgment based on group performance, so 
that view leads to the perception of injustice 
(Livingstone and Lynch 2000; Gammie and Matson, 
2007; Li and Campbell, 2008) 

Previous studies have offered and tested several 
methods for reducing free riders in group tasks, 
including: 
1. Group evaluation: Brooks and Ammons (2003) 

have offered and tested a group evaluation 
model with peer evaluation design among group 
members. The evaluation was performed with 
the initial implementation instrument, 
multipoint evaluation, and the use of the 
evaluative specific criteria. The results of the 
Brooks and Ammons (2003) study indicate that 
these instruments successfully mitigate the free 
rider action within the group's stake in the cross-
disciplinary business class. While Maiden and 
Perry (2011) also develop evaluation designs 
similar to instruments that allow each member 
of the group to mark the performance of each 
group member and can also be scored. 
Furthermore, from the existing evaluation 
indicators, each group member can do a split 
based on the results of his evaluation of his 
group's peers (Rust, 2001). friction in the 
questionnaire. Maiden and Perry (2011) adapted 
these instruments from Brooks and Ammons 
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(2003), Rust (2001), and Strong and Anderson 
(1998). 

2. Viva warning and two card stick. Both models 
were adapted by Maiden and Perry (2011) from 
Abernethy and Lett, (2005); Lejk (1994); Leijk, 
Wyvill, and Farrow (1996); and Rust (2001). 
Viva warning and two card stick have the same 
principle. In the process of group work 
internally team members verbally warned by 
team members who are inactive, they can give a 
specific challenge to improve the performance 
of the group. If it does not work then the second 
warning will be done by the tutor and the tutor 
can give a warning or yellow sticks to mark the 
status of passive group members and write 
down the due date of improvement to be done. 
If the improvement is not met then the tutor can 
provide a red mark on a card or stick that 
indicates a person is leaving the group member 
and must personally take responsibility for his 
or her duties. 

3. Team-led Individual (Rust, 2001; Maiden and 
Perry, 2011). In this group's work model the 
lecturers provide group work projects to the 
students, only the results of group work 
collected are not graded. Each individual still 
has to do follow-up work based on group work 
and collected as a result of individual work. 

4. Examination follow-on adapted Maiden and 
Perry (2011) from Gibbs, Habeshaw, and 
Habeshaw (1993); and Rust 2001. This model is 
slightly different from individual team-leads. In 
this model, the work of the group is still 
required to be collected and assessed. It's just 
that the assessment does not stop at the work of 
the group. But at the time of the class test, 
testing is done based on the project, this is to 
identify the depth of knowledge and reference 
wealth that the group members have of the 
project tasks that have been done. 

In this study, the design of group evaluation was 
adapted from the study of Brooks and Ammons 
(2003) and Maiden and Perry (2011). Likewise, 
adjustments should be made to the instances of these 
studies to fit the characteristics of students in 
Indonesia and improve the efficiency of the 
evaluation. Referring to Maiden and Perry (2011) 
the instrument will be extracted and designed in the 
form of a diary. In this study, the evaluation model 
that will be adapted is group evaluation, viva 
warning, and examination follow-on. If Maiden and 
Perry (2011) tested the five models applied to 
different classes, the three models will be combined 
and extracted into one evaluation instrument tested 
in one group, although it can consist of several 
classes. And will be compared to its performance 
with the control class with the assessment based on 

the results of group work alone. Instruments that 
have been built will be published in the network 
(electronic). So that students will easily fill the 
instrument through the phone or his computer. 
Instrument design that allows translated into a scale 
of numbers will be more easily analyzed with the 
help of computers so that decision-making can be 
done more efficiently. This is important because in 
viva warning conducted in this study was not 
publicly announced in class. Teachers maintain the 
confidentiality of the assessment to maintain the 
privacy of the students, only the additional 
assignment is given based on that assessment. 

The study was designed not only to reduce free-
riders and improve user satisfaction in group 
learning activities. But more than that, this study 
seeks to maximize the process of sharing knowledge 
in groups so that knowledge gaps within the 
classroom can be narrowed down. Satisfaction in 
classroom learning and free-rider reduced perception 
in terms of questionnaires to be given to students 
before and after group learning activities. While the 
mapping of knowledge can be reviewed from the 
test results held by students, by reviewing the 
variance of exam results in groups and classes. 

3 RESEARCH METHOD 

This research is operated as development research. 
The intended development is the development of an 
evaluation instrument that embodies a group work 
evaluation design. The population of this study is 
taken from students who are in the third semester 
which oriented to the Indonesian National 
Qualification Framework (KKNI). Samples were 
taken by purposive sampling. The unit of analysis in 
this research is individual. The research will be 
conducted on the subject of learning evaluation 
because that in many of group work during the 
subject conducted in the classroom. The number of 
samples in the class is 76 students. Although the 
sample size is relatively small, referring to a 
conservative perspective, the results of the study can 
still be translated on a wider scale (generalization). 
For example, if under the conditions of the teaching-
learning strategy and evaluation of the learning 
result is successful, it can also be implemented in 
other courses, because the essence of this research is 
not in the course, but the group learning dynamics in 
the learning activities. 

 
Research Procedure  
The development of evaluation instrument in this 
study is referring to the Borg and Gall (1984) and 
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Plomp and Nieveen (2013) development procedures 
but is limited only to the validation and testing 
stages. The result of the development of a final 
prototype that has been through a series of validation 
and testing stages is then implemented and evaluated 
for continuous improvement so that the built 
instrument has reliability in evaluating group 
learning. The activities carried out during the 
development process are: 
1. Needs Analysis: Activity began with an analysis 

of the situation and problems that occur in 
group work  in Accounting Education Study 
Program on the Faculty of Economy UNIMED. 
The results of the situational analysis are then 
examined theoretically based on theories and 
developed research. 

2. Development: The results of the Needs Analysis 
are further used as the basis for the development 
of relevant evaluation instruments. Relevance in 
this context is the conformity of the problem 
with the theory used to construct evaluation 
design. Activity begins by designing an 
evaluation design taking into account the latest 
research findings and adapting the product from 
the research. The adaptation of the design from 
the previous development research was 
conducted in the hope that the adapted design 
already has good validity and reliability. 
Although in this study the instrument remains 
re-validated to ensure the validity of the 
instrument. The design of the evaluation design 
that has been determined for use is further 
constructed into an evaluation instrument for 
group work. Evaluation instruments that have 
been built subsequently realized in the learning 
tools of the Semester Lesson Plan (RPS) and 
Lecture Contract. Instruments that have been 
built at this stage are categorized as prototype 1. 

3. Product Testing: Prototype 1 that has been 
produced at the realization stage, then tested its 
validity by 2 experts from UNIMED, North 
Sumatra. Based on the results of this validation 
test, then made a small revision to obtain the 
evaluation instrument in the form of prototype 
2. After obtained this prototype 2, then 
conducted field testing. Field testing activity is 
divided into two aspects, namely 1) review 
legibility of students related to the instrument 
that has been built; and 2) review the level of 
student satisfaction with the evaluation 
instrument used. The results of these trials were 
used to evaluate the performance of the 
evaluation instruments and carried out further 
improvements. 

4 RESULT AND DISCUSSIONS 

Needs analysis in this study refers to the background 
of the problem to the theoretical studies described 
earlier. Based on these descriptions, then emerged 
evaluation design options that can be adapted to 
improve project-based learning performance, such as 
1. Group Evaluation; 2. Viva Warning and Two-
Card Stick; 3. Team-Led Individual; and 4. 
Examination Follow On. The four designs are then 
reviewed in relevance to the research problems and 
their compatibility with student characteristics in the 
Faculty of Economy UNIMED. 

In the development stage, adaptation is made 
between the latest research findings with the 
characteristics of students and instruments that have 
been used by some lecturers in the Faculty of 
Economy UNIMED. Basically some lecturers in 
Accounting Education Study Program on Faculty of 
Economy UNIMED has used peer ranking systems 
in assessing group assignments. It's just that the 
assessment still has various weaknesses in 
determining the score value in accordance with the 
portion of student participation.  

Therefore, in the group evaluation instrument, a 
scoring item was added which allowed the students 
not only to rank but also to score the performance of 
their group mates. Further developed instruments 
also adapt the concept of viva warning (Abernethy 
and Lett, 2005; Lejk, 1994; Leijk, Wyvill, and 
Farrow, 1996; and Rust, 2001) but with little 
modification. Instruments are built by allowing 
students to explain the dynamics within their group. 
Under certain circumstances, students will be 
reluctant to perform direct reprimand on members of 
the group. Because the instrument is privacy and 
confidential, students are expected to be free to tell 
the dynamics of his group honestly and reprimand 
against colleagues a group of inactive can be written 
on the instrument. Furthermore, the lecturer can take 
follow-up wisely based on the findings in the 
instrument.  

Decision-making lecturers in the classroom may 
refer to one or a combination of Warning, Team-Led 
Individual (Rust, 2001; Maiden and Perry, 2011) and 
Examination Follow-On (Gibbs, Habeshaw, and 
Habeshaw 1993; Rust 2001) strategies, depending 
on dynamics in the classroom. In general, this 
evaluation instrument is built based on the 
instruments have Maiden and Perry (2011) with 
various modifications and adaptations in accordance 
with student characteristics and assessment 
instruments that have been available before. Based 
on various theoretical studies the evaluation 
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instrument developed in this study is considered to 
have fulfilled the validity of the content. However, 
to ensure its validity, construct validation is assessed 
by expert judgment on the evaluation instrument that 
has been successfully developed. The validity of the 
evaluation constructs was assessed by two experts in 
education evaluation from the Faculty of Education 
UNIMED. The process of validation by such experts 
resulted in some minor improvements to the 
evaluation instruments that have been developed. 

 
Table 1: Satisfaction Response and Perception of 
Student Justice Related to Design of Group Work 
Evaluation 
No Variables Min Max Avg SD
Perception of Justice 
1. Fairly to assess group 

performance 
3 5 4,25 0,76

2. Usefully for controlling 
the free-rider 

3 5 4,20 0,71

Perception of Satisfaction 
3. I am satisfied with this 

method of assessment 
3 5 4,20 0,71

4. This format of assessment 
agreed with my 
expectations 

3 5 4.05 0,65

 
Furthermore, after passing the development stage, 
then enter the process of this research in the test 
phase. The practicality of a developed learning 
device, including the evaluation instrument, is based 
on the implementation of the tool in the learning 
execution. The value of practicality is obtained 
based on the results of field trials. Field trials were 
conducted in 2 aspects, namely: 1) readability of the 
instrument by the students, and 2) student 
satisfaction response related to the evaluation 
instrument used. Therefore, at this stage of the test is 
still open opportunities for improvement in the 
instrument that is easily understood by users 
(Lecturers and Students) and has a value of benefits 
on student learning satisfaction. From field trials 
obtained feedback and response satisfaction and 
justice owned by students. The response of learning 
and justness satisfaction was obtained through the 
instrument adapted from the learning satisfaction 
variable in this study collected using questionnaire 
instruments that were adapted from Maiden and 
Perry (2011) and Brooks and Ammons (2003).  

Feedback obtained from students results in minor 
improvements to the statement-statement editions 
and questions within the instrument. While student 
satisfaction response indicates that students tend to 
feel satisfied with the instrument used. Besides, the 

students also tend to feel the evaluation design that 
is used fairly in group learning so that it can reduce 
the free rider action in the group. The satisfaction 
and justice response can be reviewed in Table 1. 

5 CONCLUSIONS 

This research has produced several conclusions as 
follows: 
1. This study has succeeded in developing a 

groupwork evaluation design that is able to 
produce learning satisfaction and perception of 
justice for students related to the potential of 
free riders in project-based learning. 

2. The evaluation design developed in this 
research has fulfilled the criteria of validity, 
practicality, and effectiveness. Validity is 
gained through expert opinion, while 
practicality is obtained through trials to 
students, and effectiveness is gained through 
student satisfaction and student perception of 
justice responses, 

3. The realization of project-based learning with 
the implementation of evaluation instruments 
that have been developed in this research seeks 
to control the risk of free rider present in doing 
the task or project of the group. The design of 
this evaluation also seeks the growth of 
scientific culture and cooperation among 
students in accordance with UNIMED's goals 
written in Vision and Mission (No. 4) 
UNIMED. 

Relating to the conclusions, this study produces 
some of the recommendations as follow: 
1 This research has a practical recommendation 

on updating evaluation design that has been 
used by lecturers in teaching and learning 
activities using the cooperative method. The 
update is done to control the risks that may arise 
from the application of the method, one of 
which is the presence of free riders. 

2 For stakeholders, it can review evaluation 
designs that have been developed or re-
validated, and further developed to be generally 
acceptable and standardized at both the faculty 
and university level. Despite its limitations, 
however, further development of this instrument 
has the potential for the presence of a generally 
acceptable evaluation design. 

3 Further research probably to test empirically the 
implementation of the developed instrument. 
Further empirical testing is very important to 
obtain evidence of performance of the 
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instrument. Performance of the instrument can 
be reviewed based on student's learning 
satisfaction and academic performance obtained 
by students as a result of the use of the 
instrument. Other studies that combine specific 
learning methods with evaluation design are 
interesting to review further. 

4 Limitations of this research are the homogeneity 
of the sample and the narrowness of the sample 
scope only in the Accounting Education Study 
Program and the limitations of empirical testing 
related to the causality of this instrument to the 
satisfaction of learning and academic 
performance. Development of the sample is not 
yet possible by vocational varieties and actual 
conditions that are running. It's just for the next 
research can develop a sample of the object 
across department and university. The level of 
confidence in a study can be improved by the 
use of experimental methods to test the 
relationship of causality empirically. Besides, 
the experimental research method can be an 
interesting option to improve the internal 
validity of a study. 
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Abstract: This study aims (1) to develop cost accounting learning media based on android; (2) to test the feasibility 
level of developed learning media based on validation/assessment from a team of experts and students; and 
(3) to test the effect of developed learning media towards academic performance. Validation was carried out 
by the Lecturer Team and tested to 50 students from the Department of Accounting - State University of 
Medan in 2018. The study results revealed that the validation aspect toward material and media are 
categorized as Very Good (VG) with values that are (80.56%) and (83,89%) respectively. The content 
enclosed in the learning media include: (1) cost accounting basic concept ; (2) order price content; (3) 
process cost content, (4) overhead & raw costs content, (5) standard price content, and (6) exercise and 
examinations content. Learning media products are in the form of an android application (apk). Validation 
and product trials result show that the learning media is suitable for use in cost accounting learning. The 
field trials results also showed that instructional media had an influence on improving academic 
performance, especially accounting courses in the form of learning motivation and cognitive learning 
outcomes.

1 INTRODUCTION 

This study aims (1) to develop cost accounting 
learning media based on android; (2) to test the 
feasibility level of developed learning media based 
on validation/assessment from a team of experts and 
students; and (3) to test the effect of developed 
learning media towards academic performance. 
Validation was carried out by the Lecturer Team and 
tested to 50 students from the Department of  

Accounting - State University of Medan in 2018. 
The study results revealed that the validation aspect 
toward material and media are categorized as Very 
Good (VG) with values that are (80.56%) and 
(83,89%) respectively. The content enclosed in the 
learning media include: (1) cost accounting basic 
concept ; (2) order price content; (3) process cost 
content, (4) overhead & raw costs content, (5) 
standard price content, and (6) exercise and 
examinations content. Learning media products are 
in the form of an android application (apk). 
Validation and product trials result show that the 

learning media is suitable for use in cost accounting 
learning. The field trials results also showed that 
instructional media had an influence on improving 
academic performance, especially accounting 
courses in the form of learning motivation and 
cognitive learning outcomes. 

2 THEORICAL FRAMEWORK 

2.1. Learning Media Concepts. 
In terms of language, according to Arsyad (2013:3) 
media comes from the Latin is medius, which 
literally means 'middle', 'intermediary'. While 
according to Heinich, et al (1982) in Arsyad 
(2013:3) explained that the medium term as an 
intermediary that transmits information between 
source and receiver. The definition of the term 
emphasizes the media as an intermediary. The media 
serves to link information from one party to the 
other. 
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Sudjana and Rival (2013:2) said that the medium 
of learning can improve student learning outcomes, 
such as: (1) Learning process will attract more 
attention so as to motivate students to learn; (2) The 
study materials will be quite vague so that it can be 
understood by students, and allow students to master 
learning goals better;(3) The method of teaching will 
be more varied, not merely verbal narrative through 
the narrative of words by the teacher. So students do 
not get bored, and teachers do not run out of steam, 
especially when teachers teach for every lesson; (4) 
Students learn a lot more activities, because not only 
listen to the description of the teacher, but also other 
activities such as observing, doing, demonstrating, 
and others. 

Hamalik (1986) in Arsyad (2013:19) argues that 
the use of instructional media in teaching and 
learning can stimulate desire and interest. It can 
escalate the motivation and stimulation of learning 
activities and even bring psychological effects on 
students. Furthermore, Levie & Lentz (1982) in 
Arsyad (2013:20) argues that there are four 
functions of instructional media :(1) the function of 
attention; (2) affective function; (3) cognitive 
function; (4) compensatory function. The function of 
attention is the media's ability to boost students' 
attention to learning. Affective function is the ability 
to be seen and enjoyed by students when studying. 
Cognitive function can be obtained throughout 
findings on information from the media. And 
compensatory functions provide context to help 
students understand the material. 
 
2.2. Android Concepts 
Sugeng Purwantoro, Heni Rahmawati and Achmad 
Thermizi (2013:177) say "Android is a software 
which is used in mobile devices that includes an 
operating system, middleware and core 
applications". Android according to Wikipedia 
(2018) is an operating system for smartphones and 
tablets. The operating system can be illustrated as a 
bridge between the device and the user, so the user 
can interact with his device and run applications that 
are available. 

The Android operating system is open source so 
that programmers flocked to create applications or 
modify this system. The programmer has a huge 
opportunity to be involved in developing Android 
apps, hence its open source. Most of the applications 
available at the Google Play Store are free and some 
are paid. 

 
 
 

3 RESEARCH METHOD 

This study is a research and development that seeks 
to produce and test the effectiveness of the product 
(Sugiyono, 2010). The development model used in 
this study is an adaptation of the Borg and Gall 
model (1983, pp. 589-594). The results of the model 
adaptation region contribute to the five stages of 
development:(1) the collection of information; (2) 
the planning of products; (3) product development; 
(4) validation of the product  and (5) evaluation of 
the product. 
 
Time and Place  
This study was conducted in the Department of  
Accounting, State University of Medan (UNIMED) . 
All stages of evaluation, individual testing, limited 
testing, and field trials were conducted from July 
until November 2018. 

The study consisted of media validation subjects 
and trial subjects. Media validation subjects include 
two experts: (1) content experts and (2) media 
experts. Product testing used field trials. Subject 
field trials are students who take courses in Cost 
Accounting that consist  50 students. 
 
Procedures and Data Collection Techniques  
This research was conducted with 5-step adaptation 
of the development model of the Borg and Gall 
(1983, pp. 589-594). Steps taken in this study, 
namely (1) the collection of information (literature 
studies, field surveys, needs analysis, curriculum 
analysis), (2) planning product (making flowchart, 
storyboard, script material, evaluation questions, as 
well as collecting images, sounds, and music), (3) 
product development, (4) validation of products 
(subject matter experts, media experts, and (5) 
evaluation of the product (field trial). 

Collecting data in this study uses instrument 
validation of media and instrument testing. The 
media validation instrument consists of (1) sheet 
media validation for instructional media experts and 
(2) sheet material validation for subject matter 
experts. 

Testing instruments is a sheet quality assessment 
of student learning media (used in field trials). 
Instrument validation and assessment instruments 
adapted from Anggraeni & Kustijono (2013, pp. 14-
15). 
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4 ANALYSIS 

The collection of information was done to collect the 
data as a first step in development. The information 
collection consists of literature studies, field surveys, 
needs analysis, and the analysis of the curriculum. 
Based on the results of literature study, it is known 
that an increase in academic performance can be 
helped with the use of media that attract and support 
learning. Learning media can be designed according 
to the latest information technology developments in 
order to be attractive and easier for educators and 
learners to access learning materials. 

Based on the results of the field survey, it can be 
concluded that learning process with the use of 
Android Based learning media towards Cost 
Accounting subject can be implemented in the 
Department of Accounting-UNIMED. This type of 
media is expected to facilitate student learning. 
Learning media may contain explanations and 
evaluation materials are packaged in a form to boost 
attractiveness. 

The material published in this  media is about the 
basic concepts of accounting, order cost method, the 
method of main cost process, the standard main cost, 
variable costs and raw materials. 

Product planning is done by making the design 
of products in the form of flowcharts and 
storyboards. The Flowchart illustrates the navigation 
flow in operating the learning media on Android 
devices. The storyboard describes the arrangement 
of images, text, effects, animation and other 
components on the screen display of instructional 
media. 

Instructional media products are developed by 
using rapid application development (RAD) which 
was invented by the Massachusetts Institute of 
Technology. This RAD is called MIT App Inventor 
2 with Thunkable. The graphic design process is 
assisted by Corel PhotoImpact. The output of 
products (apk) can be installed and opened on any 
Android device that is suitable for the minimum 
system requirement. 

5 RESULTS AND DISCUSSIONS 

The product of the development is the form of Cost 
Accounting instructional media that can be operated 
on Android devices. The application consist:(1). 
Menu I provide the Basic Concepts of Cost 
Accounting content;( 2). Menu II provide the Main 
Cost of Goods Orders content; (3) Menu III 

elaborate the Cost of Process content; (4) Menu IV 
elaborate the Overhead Cost & Raw Materials 
content; (5) Menu V elaborate the Standard Main 
Cost content; and (6) Menu VI cover the Exercise  
and Exam content. The main menu display can be 
seen in Figure 1 below. 

 
Figure 1: The Main Menu Display 

Exercise and Exam menu contains exercises that are 
packed in the form of multiple choice questions. 
Before users continue to follow the exercises, the 
user must log in first to enter the students’ number 
and the name that will be used in this session. Test 
access menu displays can be seen in Figure 2 below. 

Figure 2:Test access menu displays 
Product validation is done by two experts,  material 
and media experts. The product validation is done by 
using a media assessment instrument that has been 
validated by a validator instrument of research 
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content and construction. The following tabulation is 
the results of the assessment of media experts. 
 

Table 1: Tabulation Of Votes Material Experts 

No Aspect 

Sum 
of 

each 
aspect 

Max 
score 

% Criteria 

1 
Clarity of learning 
objectives 

16 20 80 Good 

2 Material relevance 87 100 87 Good 
3 Evaluation/excercise 48 60 80 Good 

Total 151 
Maximal Score 180 
Percentage 83,89 
Criteria Good 

 
The material aspects developed in learning media 
were assessed at the validation phase consisted of 
the learning aspect and the aspect of learning 
materials were presented in Table 2. 
 
Table 2: Tabulation Assessment Of Media Experts 

No Aspect 

Sum 
of 

each 
aspect 

Max 
score 

% Criteria 

1 
Software 
engineering 

53 60 88,33 Good 

2 
Visual 
communication 

92 120 76,77 Good 

Total 145 
Maximal Score 180 
Percentage 80,56 
Criteria Good 

6 CONCLUSIONS 

Android-based instructional media development on 
the subject of Cost Accounting has successfully 
developed. With the use of MIT App Inventor 2 
application, Thunkable and assisted by other 
programs such as Corel Photoimpact, it produced a 
more attractive multimedia display that can be 
operated on student android phones. 

The feasibility of developing android based 
learning media, based on the assessment by media 
experts and content experts, revealed percentage 
scores from media experts with 80.56%, and 83.89% 
from content experts. These numbers are in a very 
feasible category. Therefore, the development of 
Android-based learning media is eligible to be media 
learning and resources for independent learning. 
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Abstract: This study aims to improve student results in the first half of the course PengantarAkuntansi Prodi 
Economic Education academic year 2018/2019 to implement cooperative learning model of Group 
Investigation (GI). This type of research is true exprimental design with posttest design only control design, 
the population used are all students of the first semester Economics Education Program 2018/2019 school 
year. This study took two classes as samples taken using cluster random sampling technique that is class B 
with the number of 35 students as control class and C class numbered 35 students as a class ekprimen. The 
study was carried out as many as four meetings. The first meeting until the third were given treatment that is 
experimental class with group investigation methods and classroom control by conventional methods. At the 
fourth meeting, the two classes are conducted posttest to determine student results in learning introductory 
accounting after being treated. The collection of data is done using an instrument such as test results of 
student learning in teaching introductory accounting. The data obtained from the test are used to test the 
research hypothesis by using t-test. From the analysis results obtained t = 4.083 and α = 0.05 was obtained 
table = 2.032, which means t> t table is 4.083> 2.032. This shows that Ha received means that there are 
significant group investigation model of the learning outcomes of students in introductory accounting 
courses. 032 which means t> t table is 4.083> 2.032. This shows that Ha received means that there are 
significant group investigation model of the learning outcomes of students in introductory accounting 
courses. 032 which means t> t table is 4.083> 2.032. This shows that Ha received means that there are 
significant group investigation model of the learning outcomes of students in introductory accounting 
courses.

1 INTRODUCTION 

During this lack of analytical skills of students in 
terms of learning outcomes of students in the course 
Introduction to Accounting more due to the 
approach, methods or strategies which are used by 
professors in the learning process is still traditional 
and less to allow students to develop thought 
patterns in accordance with their abilities. 

Alternative solutions to address the problem of 
accounting student learning activity that is less than 
optimal is to apply the model of learning that 
stimulates the growth of activity. The learning 
model that can be applied is cooperative learning. 
Cooperative learning model is a model of learning 
by groups. According Miftahul Huda (2012) in 

cooperative learning, students should be active 
participants and through the group can build learning 
communities help each other. Learning like this 
requires more active among students to work 
together to achieve group goals, to train students in 
expressing their opinions or ask questions, and carry 
out the tasks which it is responsible within the 
group. Cooperative learning model that can be 
selected to address the problem of lack of classroom 
learning activities accounting in the first half Prodi 
Ekonomia Education dalah type Group Investigation 
(GI). According Miftahul Huda (2012), the Group 
Investigation (GI) Students will be involved in 
activities such as making a summary, hypotheses, 
conclusions, and present a final report. 
Implementation of cooperative learning model of 
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Group Investigation (GI) in general is a lecturer in 
designing a fairly broad scope of topics and then 
divide it into sub-topics. conclusions, and present a 
final report. Implementation of cooperative learning 
model of Group Investigation (GI) in general is a 
lecturer in designing a fairly broad scope of topics 
and then divide it into sub-topics. conclusions, and 
present a final report. Implementation of cooperative 
learning model of Group Investigation (GI) in 
general is a lecturer in designing a fairly broad scope 
of topics and then divide it into sub-topics. 

Implementation Group Investigation (GI) in the 
study is expected to improve student learning 
activities. Group Investigation (GI) require students 
to actively seek information from various sources, so 
that students not only rely on the lecturer as an 
information resource. Through Group Investigation 
(GI) Students are expected to be more active, 
namely in terms of recorded material, cooperation 
within the group, issued an opinion / bartanya, 
answering questions, participation in preparing 
reports and presentations, as well as enthusiastic 
about learning. 

2 THEORICAL FRAMEWORK 

2.1 Type Group Investigation 

Model Group Investigation by Slavin (2005) is a 
cooperative planning students on what is required of 
them. Members of the group take part in the 
planning of various dimensions and demands of their 
projects. Cooperative planning skills should be 
introduced gradually into the classroom and trained 
in a variety of situations before the class is carrying 
out a full investigation project ". It is intended that 
the Group Investigation will be successfully carried 
out if each member of the group participate actively 
participated from the beginning of the end sampat 
activities, namely in terms of planning, 
investigation, preparation of a report or presentation 
of the results of investigations should be done to be 
able to run smoothly. 

2.2 Learning Outcomes 

Nana Sudjana (2009) defines student learning 
outcomes in is a change in behavior as a result of 
learning in a broader sense include the areas of 
cognitive, affective, and psychomotor.Learning 
Outcomes are the abilities of the students after 
receiving their learning experience. "From these 
processes will lead to new experiences by students. 
The realization of his own learning outcomes are 
skills that have been mastered by students, so that 

the learning outcomes is the ability of students 
receiving learning experience which looked at 
changes in behavior. 

2.3 Framework for Thinking 

This study uses a model of cooperative learning 
Group Investigation. Implementation of cooperative 
learning model of Group Investigation in general is a 
lecturer in designing a pretty broad scope of topics 
and then divide it into sub-topics. The class is 
divided into groups of 5-6 students. These groups 
can be formed based on shared interests, or 
familiarity. Students are given the freedom to form 
their own group. Each group chooses a topic and 
then conduct an investigation on the topic. As part of 
the investigation, students seeking information from 
various sources that offer a variety of ideas, 
opinions, data or solutions related to the topic being 
studied. Results of investigation of students then 
made a report and presented to the class. Lecturer in 
this study serve as resource persons and facilitators. 
Based on the above, it can be described as follows 
frameworks. 

Figure 1: Worldview 

2.4 Research Hypothesis 

According Arikunto (2010) hypothesis comes from 
two fragments word "hypo", which means "under" 
and "Thesa" which means "truth". The hypothesis in 
this study there, namely: 
H0 = No influence of the model group investigation 
on learning outcomes in the course Introduction to 
Accounting students of the first semester of the 
academic year 2018/2019 Prodi Pendeko. 
Ha = There is the influence of the model group 
investigation on learning outcomes in introductory 
accounting courses students Prodi Pendeko the first 
half of the academic year 2018/2019. 

3 RESEARCH METHOD 

This study uses a true experimental research 
(research that truly). In this design researchers can 
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control all external variables that influence the 
course of the experiment. The main characteristic of 
true experimental is that the sample used for the 
experiment as well as a randomly selected control 
group of a given population. The study design used 
is by using the Posttest only Control Design (Design 
Control Post-test) (Sugiyono, 2013). 

3.1 Operational Definition of Variables 
 

a. Cooperative Learning Model Group 
InvestigationGroup Investigation is one type of 
cooperative learning model. The class is divided 
into groups of 5-6 students. teaching methods 
that focus on problem solving in groups. 
Learners acquire information, analyze 
information, provide ideas and jointly solve the 
problem. 

b. Learning outcomes Introduction to Accounting 
courses obtained by students after a group 
investigation methods applied in the form of a 
written test where the ability were measured 
students' cognitive abilities such as knowledge 
(C1), comprehension (C2), and application 
(C3). 
 

3.2 Data Analysis Techniques  

This study using inferential statistical analysis 
techniquesto test the hypothesis. Before performing 
hypothesis testing requirements that must be met is 
to perform the test requirements of normality and 
homogeneity. 

4 ANALYSIS 

a. Normality test 
Normality test is performed to determine whether 
the sample studied normal distribution or not. 
Normality test results can diihat in Table 1: 

Table 1: Test Normality 
 Eksperim

ent 
Control

N 35 35

Normal 
Parameters a, 
b 

mean 77.6286 67.7143 
Std. 
deviatio
n 

9.29606 11.40839 

Most Absolute .217 .224

Extreme 
Differences 

positive .127 .098
negative -.217 -.224

Kolmogorov-Smirnov Z 1285 1,326
Asymp. Sig. (2-tailed) .073 .059

According to the table can be seen from the 
Kolmogorov - Sminornov, the significant value of 
0.073 for class experiments and to control class 
significance value of 0.059. Because of the 
significant value for all the variables is greater than 
0.05, it can be concluded that the data on class 
variables and class Control Experiments normal 
distribution. 
 
b. Homogeneity test 
Homogeneity test is used to determine whether the 
study group have the same variance or not. If both 
groups have the same variance then the group is said 
to be homogeneous. Homogeneity test results are 
shown in Table 2: 

Table 2: Test Homogeneity 

Test of homogeneity of Variances 

Eksperiment 

Levene 

Statistic 

DF1 DF2 S

ig. 

1,481 7 23 
.

223 

Based on the table it can be seen a significance of 
0.223. Due to the significance greater than 0.05, it 
can be concluded that the class Experiment and kels 
control have the same variance. Figures levene 
Statistics show the smaller the value, the greater 
homogeneity. 
 
c. Hypothesis testing 
To prove the hypothesis that has been formulated 
and to get a conclusion the results of the test data 
will be analyzed using t-test. T-test results are shown 
in Table 3: 

Table 3: Test -t 
 

 

Based on Table 3 can be seen the value of t count 
equal to 4.083 while t-table value of 2.032. Based on 
the decision-making criteria if t count> t-table then 
Hα H0 is accepted and rejected. Value t count> t-

table (4.083> 2.032) it can be concluded thatNo 
influence of the model group investigation on 
learning outcomes in subjects introductory 
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accounting students of the first semester Prodi 
Pendeko 2018/2019 academic year. 

5 RESULTS 

Based on significant if α = 0.05> Sig (2-tailed) then 
Hα H0 is accepted and rejected. 2-tailed significant 
value of 0.000 <0.05 then H0 is rejected and Hα 
meaning that there is the influence of the model 
group investigation on learning outcomes in subjects 
introductory accounting students of the first 
semester Prodi Pendeko 2018/2019 academic year.  

This suggests that the cooperative learning model 
type group investigation applied in the experimental 
class in introductory accounting courses better than 
conventional learning models that are applied in the 
control class. The use of cooperative learning model 
type group investigation can provide a positive 
influence on learning hahsil introductory accounting 
students Prodi Economic Education first semester of 
the school year 2018/2019.  

Model group investigation cooperative learning 
is a method that involves students from the planning, 
both in determining the topic as well as how to learn 
through investigation. This method requires students 
to have good skills in communication or in a group 
process skills. (Group process skills). 

6 CONCLUSIONS 

Based on the results of research and discussion 
paper entitled, "The Effect of Method Group 
investigation against Student Learning Outcomes in 
Mathematics Learning Class X High School 
'Aisyiyah 1 Palembang". It can be concluded that the 
learning outcomes of students who use group 
investigation method is better than the results of 
student learning without using group investigation. 
Based on the results of the calculation of the t-test 
that produces t = 4.083 and t table is 2.032 with 
significance level α = 5%, in order to get t> t table, 
then the conclusion is H0 rejected and Ha accepted, 
meaning that there is the influence of the model 
group investigation on learning outcomes in eyes 
introductory college accounting students Prodi 
Pendeko the first half of the academic year 
2018/2019. 
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Abstract: The objective of the research was to determine whether the implementation of Government Regulation No. 
46 of 2013 (PP 46 of 2013) improves the efficiency of fulfilling tax obligations for taxpayers, and provides 
an increase in the growth of the number of taxpayers so that it will provide an increase in tax revenue 
contribution to Binjai Tax Office (KPP Pratama Binjai). The sampling technique used in this study uses the 
census method with the criteria of using the total number of individual and corporate taxpayers with omzet 
less than or equal to 4.8 billion a year registered at the KPP Binjai Pratama Tax Service Office totaling 
1,256 taxpayers. The analytical method uses quantitative descriptive analysis with a Comparative approach, 
and the hypothesis test used is the Paired Sample T-test. The result of the research show that the application 
of PP 46 of 2013 provides an increase in the efficiency of fulfilling tax obligations for taxpayers than before 
the enactment of this government regulation, and increases the growth of the number of taxpayers, so that 
the contribution of tax revenue increases in Binjai Primary Tax Office compared to before the 
implementation of PP 46 of 2013. 

1 INTRODUCTION 

One of the characteristics of developed countries is 
that if public awareness pays high taxes, close to 100 
percent, if more than 200 million people who have 
not paid taxes have paid their obligations, Indonesia 
will certainly be more advanced than now. Besides 
the large number of national entrepreneurs who are 
absent from the obligation to pay taxes which we 
can see from the publication of the Tax Office 
through www.pajak.go.id, the awareness of the 
Indonesian people in paying taxes is still minimal. 
Of the 238 million Indonesian population, only 7 
million are tax-compliant. Various approaches can 
be taken to find out the level of voluntary awareness 
and awareness of taxpayers, one of them is by 
providing convenience both administratively and 
lightening income tax rates, especially corporate 
income tax, one of which is from the Micro, Small 
and Medium Enterprises sector. 

The participation of the actors of Micro, Small 
and Medium Enterprises, especially in the City of 
Binjai to contribute to tax revenue, was highly 

expected by the government, but the level of 
understanding of owener’s in calculating the tax was 
minimal. Various attempts have been made by the 
government to overcome this problem. The 
government tries to formulate a number of tax 
policies "as simple" and "as easy as possible" to 
generate voluntary tax compliance by company 
taxpayers. Simple and easy here is defined as the 
tariff charged and the procedure for calculating, 
depositing and reporting, so that the the Micro, 
Small and Medium Enterprises actors no longer 
question the calculation of the due tax and the time 
that must be spent in tax reporting to the Tax Service 
Office (KPP) so as not to interfere with their 
business liquidity. 

One of the Indonesia government's efforts to 
simplify taxation is by issuing a Regulation of the 
Minister of Finance No. 01 / PMK.03 / 2007 
concerning Adjustment of the Gross Distribution of 
Individual Taxpayers who Can Calculate Net 
Income Using Norms for Calculating Net Income 

As time goes by, there are still many Micro, 
Small and Medium Enterprises who have not 
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understood the tax calculation, so the government 
issued a regulation on Income Tax for Micro, Small 
and Medium Enterprises dated June 12, 2013, 
namely Government Regulation Number 46 of 2013 
(PP 46 of 2013). 

This regulation is aimed at Micro, Small and 
Medium Enterprises which have a maximum gross 
circulation of Rp. 4,800,000,000.00. The amount of 
turnover is regulated in Law Number 20 of 2008 
concerning Micro, Small and Medium Enterprises 
with a maximum of Rp. 300,000,000 per year for 
Micro business, Rp. 2,500,000,000 per year for 
small businesses, and Rp. 50,000,000,000 per year 
for businesses. medium (Article 6 of Law Number 
20 of 2008). 

With the issuance of PP 46, the calculation of 
corporate income tax for Micro, Small and Medium 
Enterprises will be very easy, just by multiplying 
turnover at a rate of 1% of taxpayers already able to 
know the amount of the payable PPh. When viewed 
from the nature of the tax, the PP 46 Year 2013 
product is final, meaning that after calculate, 
deposit, and report the income tax payable, the 
taxpayer's duties have been completed. At a glance, 
anyone who sees the amount of the tariff will feel 
that the tariff charged to taxpayers is very small and 
should not be too burdensome for taxpayers. 

In line with the implementation of the new 
Taxation policy, specifically PP 46 of 2013, surely 
every policy has its shortcomings and advantages, 
not least with this taxation policy. PP 46 of 2013 is 
indeed a very simple calculation procedure, and it is 
very easy to implement tax administration, so that 
small and medium business taxpayers will be very 
helpful in resolving their tax obligations due to lack 
of knowledge, and staff in the field of taxation. The 
less good side is that the company must pay taxes 
1% of turnover, no matter if the company makes a 
profit or loses, plus this PPh is final, which means it 
cannot be credited or restored or compensated 

If we look at the tax revenue side, the application 
of PP 46 of 2013 provides benefits, because it can be 
ascertained that tax revenues from the Micro, Small 
and Medium Enterprises sector, especially in the city 
of Binjai, must be there every month, because the 
tax base from omze is not profit. However, the 
potential reduction in tax revenue can occur, because 
the significant difference in tariffs from PP 46 of 
2013 is 1% of turnover, when compared to the 
General Tax Income in Law No. 36 of 2008 with 
rate 25%. 

 

2 THEORICAL FRAMEWORK 

General Concept of Efficiency 
The concept of efficiency is a fundamental concept 
and is born from the concept of economics. 
However, the concept of efficiency can be defined 
from various perspectives and backgrounds. In 
general, efficiency can be directed to a concept of 
achieving an outcome with optimal use of resources. 
In Adiwarman A. Karim (2006), it is explained that 
"Efficiency is doing the things right", which means 
that doing everything in the right way to get optimal 
results. 
 
Taxation Efficiency 
The concept of efficiency in tax administration 
administration is reflected in one of the tax 
collection principles proposed by Adam Smith, 
namely the principle of Economy. 

Economically, the collection costs and the cost of 
fulfilling tax obligations for taxpayers are expected 
to be as minimal as possible, as well as the burden 
borne by taxpayers (Mulyo Agung, 2011). 
 
Tax 
Tax is defined as a contribution that does not receive 
the services of lead (contraception) which can be 
directly demonstrated and used to pay for general 
expenses. There are several definitions of tax, both 
according to experts in the field of taxation or 
according to the law. The definition of tax proposed 
by some experts is as follows: 

According to Law No. 16 of 2009 concerning the 
fourth amendment to Law Number 6 of 1983 
concerning General Provisions and Procedures for 
Taxation in Article 1 paragraph 1 which reads "Tax 
is a compulsory contribution to the state owed by an 
individual or a compelling body based on law invite 
by not getting rewards directly and used for the 
state's needs and the greatest prosperity of the people 
". 
 
Tax Structure in Indonesia 
State Taxes that are still valid are: 
1. Income Tax (PPh) 

The legal basis for imposing PPh is Law No.7 
of 1984 as amended lastly by Law No. 36 of 
2008. 

2. Value Added Tax (PPN) and Sales Tax on 
Luxury Goods (VAT & PPn BM). 
The legal basis for the imposition of VAT & 
PPn BM is Law No.8 of 1983 as last amended 
by Law No. 42 of 2009. 

3. Stamp Duty (Bea Materai) 
The legal basis for imposing Stamp Duty is Law 
No. 13 of 1985. 
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4. Land and Building Tax (PBB) 
The legal basis for the imposition of Land and 
Building Tax is Law No. 12 of 1985 as 
amended by Act No. 12 of 1994. 

5. Land and Building Rights Acquisition Fees 
(BPHTB) 
The legal basis for the imposition of Customs 
on Land and Building Rights is Law No. 12 of 
1997 as lastly amended by Act No. 21 of 2000. 

6. Regional Taxes and Regional Levies 
The legal basis for collecting Regional Taxes 
and Regional Retributions is Law No. 28 of 
2009 concerning Regional Taxes and Regional 
Retribution. 

 
Income tax 
The definition of income according to Law Number 
17 of 2000 is: Every additional economic ability 
received or obtained by a Taxpayer from Indonesia 
or outside Indonesia, which can be used for 
consumption or to increase the Taxpayer's wealth in 
the name and in any form . 

According to Subekti and Asrori (2003), the 
definition of income tax is tax imposed on 
individuals or individuals and entities with respect to 
income received or earned during a tax year. 
According to Law No. 7 of 1983, Income Tax is 
imposed on individuals or individuals and entities 
with respect to income received or earned during a 
tax year. 

Based on Act Number 36 of 2008 concerning 
domestic corporate taxpayer income tax with gross 
circulation of up to Rp 50,000,000,000 (fifty billion 
rupiahs), the facility is in the form of a tariff 
reduction of 50% (fifty percent) from the 25% tariff 
(twenty-five million) imposed on taxable income 
from the gross share of up to Rp.4,800,000,000.00 
(four billion eight hundred million rupiah). The 
amount of gross circulation as referred to in 
paragraph (1) can be increased by a Regulation of 
the Minister of Finance. 
 
Final Income Tax 
Final income tax is income tax whose imposition is 
final (expired) so that it cannot be credited 
(deducted) from the total income tax payable at the 
end of the tax year (Resmi, 2009). 

Based on the Minister of Finance Regulation 
Number 107 / PMK.011 / 2013 concerning the 
implementation of Government Regulation Number 
(PP) 46 of 2013 concerning Income Tax on Income 
from business received or obtained by Taxpayers 
who have Circulation. 

Certain gross income is subject to final income 
tax. The amount of the final income tax rate as 
referred to is 1% (one percent). The imposition of 
income tax as referred to is based on gross 

circulation of the business within 1 (one) year of the 
last tax year before the tax year concerned. In the 
event that the taxpayer's gross circulation has 
exceeded the amount of Rp. 4,800,000,000.00 (four 
billion eight hundred million rupiah) in a tax year, 
the income received or obtained by the taxpayer in 
the next tax year is subject to income tax rates based 
on the provisions of the income tax law. 

3 RESEARCH METHOD 

The research approach used is quantitative 
descriptive. The research conducted in the form of 
Comparative Descriptive research. The time 
dimension used in the study is 2012 to 201, and data 
collection methods used are observations, 
documentation and literature studies. 

The population used in this study are all 
corporate taxpayers with a turnover of 4.8 billion in 
2012-2014 at KPP Pratama Binjai, Kota Binjai, 
North Sumatra. The sampling technique uses census 
techniques where the population is used as a sample. 
In this study there are variables presented in Table 1. 
as follows : 

Table 1: Operationalization of Variables 
Variables 

Type 
Variabel 
Name 

Variable Definition Indicator Scale 

Independent  Income Tax 
Report Before 
PP 46 of 2013 

Income Tax 
Reporting by Tax 
Payer Before PP 46 
of 2013 

Amount of 
Tax 
Reporting 
by Tax 
Payer 
Before PP 
46 of 2013 

Nominal 

Independent  Income Tax 
Report After 
PP 46 of 2013 

Income Tax 
Reporting by Tax 
Payer After PP 46 of 
2013 

Amount of 
Tax 
Reporting 
by Tax 
Payer 
After PP 
46 of 2013 

Nominal 

Independent Tax Payer 
Berfore PP 46 
of 2013 

Tax Payer 
Registered in Tax 
Office (KPP) 
Pratama Binjai 
Berfore PP 46 of 
2013 

Amount 
Tax Payer 
Registered 
Berfore PP 
46 of 2013 

Nominal 

Independent Tax Payer 
After PP 46 
of 2013 

Tax Payer 
Registered in Tax 
Office (KPP) 
Pratama Binjai After 
PP 46 of 2013 

Amount  
Tax Payer 
Registered 
After PP 
46 of 2013 

Nominal 

Independent Income Tax 
Receipts 
Before PP 46 
of 2013 

Income Tax 
Receipts Before PP 
46 of 2013 

Amount of 
Income 
Tax 
Receipts 
Before PP 
46 of 2013 

Nominal 

Independent Income Tax 
Receipts 
Before PP 46 
of 2013 

Income Tax 
Receipts After PP 
46 of 2013 

Amount of 
Income 
Tax 
Receipts 
After PP 
46 of 2013 

Nominal 
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4 ANALYSIS 

Hypothesis testing using Paired Sample T-Test. 
According to Ghozali (2013), stated "Different test 
t-test is used to determine whether two unconnected 
samples have different mean values. The different 
test t-test is done by comparing the difference 
between two average values and the standard error 
of the difference in the average of two samples. 

Furthermore, to test the different hypotheses of 
two interconnected averages, Paired Sample T Test 
was carried out with a 95% confidence level (α = 
0.05). The characteristics that are most often 
encountered in paired cases are one individual 
(object of research) subject to two different 
treatments. Although using the same individuals, 
researchers still obtained 2 types of sample data, 
namely data from the first treatment and data from 
the second treatment (Situmorang and Lufti, 2014). 
The tool used is SPSS 17. 

The testing criteria for hypotheses used are as 
follows: 

a. If the value is Sig. (2-tailed) <0.05, H0 is 
rejected and H1 is accepted, and vice versa 

b. If the value is Sig. (2-tailed)> 0.05, H0 is 
accepted and H1 is rejected. 

5 RESEARCH METHOD 

a. Data Normality Test 
Based on the Kolmogorov-Smirnov test in Table 2 
obtained Asymp. Sig. (2-tailed) for all variables > 
0.05, thus it can be concluded that the data is 
distributed normally 

Table 2: Data Normality Test 

Variabel Name 

Asymp. Sig. 
(2-tailed) 

(Working area 
Binjai City) 

Asymp. Sig. 
(2-tailed) 
(Working area 
Stabat City) 

data 
distributi

on 

Income Tax 
Report Before PP 
46 of 2013 

.582 .940 normal

Income Tax 
Report After PP 
46 of 2013 

.650 .580 normal

Tax Payer Berfore 
PP 46 of 2013 

.074 .373 normal

Tax Payer After 
PP 46 of 2013 

.147 .845 normal

Income Tax 
Receipts Before 
PP 46 of 2013 

.497 .564 normal

Income Tax 
Receipts Before 
PP 46 of 2013 

.381 .850 normal

b. Hypothesis Testing 
Paired Sample T-Test is conducted to test different 
hypotheses between two interconnected averages or 
similar samples. The testing of the first hypothesis is 
comparing the differences in efficiency of 
fulfillment of tax obligations for taxpayers, 
especially the Micro, Small and Medium Enterprises 
taxpayers before and after the implementation of PP 
46 in KPP Pratama Binjai. The decision-making 
guidelines for testing this hypothesis are: 
1. Testing of PP 46 of 2013 Implementation 

provides increased efficiency in fulfilling tax 
obligations (reporting)  for taxpayers.  

The testing criteria for hypotheses used are as 
follows: 
H0 = There is no significant difference in increasing 
the efficiency of fulfilling tax obligations for 
taxpayers before and after the application PP 46 of 
2013. 
H1 = There are significant differences in increasing 
the efficiency of fulfilling tax obligations for 
taxpayers before and after the application of PP 46 
of 2013. 
To test whether the average difference between the 
Income Tax Report period before and after PP 46 of 
2013 is significant or not presented in Table 2. the 
following. 
Table 2: Paired Samples T-Test 
Variabel Name Sig. (2-tailed) (Working area 
Binjai City) Sig. (2-tailed) (Working area Stabat 
City) Result Testing 
Income Tax Report Before PP 46 of 2013 .000
 .000 H1 accepted 
Income Tax Report After PP 46 of 2013  
  
Based on Table 2, it can be seen that the value of 
Sig. (2-tailed) is 0,000 <0,05, meaning that H0 is 
rejected and H1 is accepted. So it can be concluded 
that the difference in average in fulfilling tax 
obligations (reporting) for taxpayers period before 
and after PP 46 of 2013 is significantly different, 
which means that the application PP 46 of 2013 
provides an increase in the efficiency of fulfilling 
significant tax obligations for taxpayers before and 
after the application of 46 of 2013 for the work area 
of Binjai City and Stabat City. 
 
2. Testing of PP 46 of 2013 Implementation 

provides an increase in the growth of the 
number of taxpayers. 
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The testing criteria for hypotheses used are as 
follows: 
H0 = There is no significant difference in increasing 
the growth of the number of taxpayers before and 
after the application PP 46 of 2013. 
H1 = There are significant difference in increasing 
the growth of the number of taxpayers before and 
after the application PP 46 of 2013. 
To test whether the average difference between the 
growth of the number of taxpayers period before and 
after PP 46 of 2013 is significant or not presented in 
Table 2. the following. 

Table 3: Paired Samples T-Test 

Variabel Name 
Sig. (2-tailed) 
(Working area 

Binjai City) 

Sig. (2-tailed) 
(Working area 
Stabat City) 

Result 
Testing

Tax Payer Berfore 
PP 46 of 2013 

.000 .000
H1 

accepte
dTax Payer After PP 

46 of 2013 

Based on Table 3, it can be seen that the value of 
Sig. (2-tailed) is 0,000 <0,05, meaning that H0 is 
rejected and H1 is accepted. So it can be concluded 
that the difference in average the growth of the 
number of taxpayers period before and after PP 46 
of 2013 is significantly different, which means that 
the application PP 46 of 2013 provides an increase 
in the growth of the number of taxpayers before and 
after the application of 46 of 2013 for the work area 
of Binjai City and Stabat City. 
3. Testing of PP 46 of 2013 Implementation 

provides an increase in the contribution of Tax 
Revenue to the KPP Pratama Binjai. 

The testing criteria for hypotheses used are as 
follows: 
H0 = There were no significant difference in 
increase in the contribution of Tax Revenue to the 
KPP Pratama Binjai before and after the application 
PP 46 of 2013. 
H1 = significant difference in increase in the 
contribution of Tax Revenue to the KPP Pratama 
Binjai before and after the application PP 46 of 
2013. 
To test whether the average difference in average 
revenue tax income before and after PP 46 of 2013  
is significant or not presented in Table 2. the 
following. 

Table 4: Paired Samples T-Test 

Variabel Name 
Sig. (2-tailed) 
(Working area 

Binjai City) 

Sig. (2-tailed) 
(Working area 
Stabat City) 

Result 
Testing

Income Tax 
Receipts Before PP 
46 of 2013 

.007 .000
H1 

accepte
d

Income Tax 
Receipts Before PP 
46 of 2013 

Based on Table 4, it can be seen that the value of 
Sig. (2-tailed) is 0,007 and 0.000 <0,05, meaning 
that H0 is rejected and H1 is accepted. So it can be 
concluded that the difference in average revenue tax 
income before and after PP 46 of 2013 is 
significantly different, which means that the 
application of PP 46 of 2013 provides an increase in 
the contribution of significant income tax revenue to 
KPP Pratama Binjai, the work area of Binjai City 
and Stabat City. 

6 CONCLUSIONS 

Based on the results and discussion of the research 
that has been done, it can be concluded as follows: 

1. That there is a significant difference between 
the average fulfilling tax obligations for taxpayers 
(tax reporting) period before and after PP 46 of 
2013, so that it can be interpreted that the 
application of PP 46 in 2013 provides an increase in 
the efficiency of fulfilling significant tax obligations 
for taxpayers at KPP Pratama Binjai. 

2. There is a difference in the average growth of 
taxpayers before and after PP 46 of 2013 
significantly, so that it can be interpreted that the 
application of PP 46 of 2013 provides an increase in 
the number of significant taxpayers at KPP Pratama 
Binjai. 

3. The average revenue tax income before and 
after PP 46 of 2013 differs significantly, which 
means that the application of PP 46 of 2013 gives a 
significant increase in the contribution of income tax 
revenue to KPP Pratama Binjai. 
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Abstract: In this case the government through KEMENRISTEKDIKTI establishes a college curriculum based on IQF. 
The IQF is a statement of the quality of Indonesian human resources whose classification of qualifications is 
based on the level of ability stated in the formulation of learning outcomes. To support the above, this is 
where the role of the lecturer is to facilitate the improvement of student competencies through the 
development of teaching materials, learning models, assignments whose completion process is specifically 
designed by students so that students have hardskill and soft skills. Specifically, the objectives of this 
research are 1) To find out whether the taxation teaching materials in the tax subject in KDBK are 
developed in accordance with the latest tax regulations. 2) To implement and foster lecturers in improving 
the quality of taxation learning through the use of taxation teaching materials with a tax problem solving 
approach in KDBK at the Faculty of Economics, Medan State University. 3) Become a training facility for 
lecturers to publish their research results in scientific journals, both locally and nationally accredited and 
textbooks (ISBN). This study was designed with a research and development approach with the following 
stages of activities: 1) Pre Development 2) Development of instructional materials and learning strategies 3) 
Review and product testing 4) Test the effectiveness and application of learning strategies and teaching 
materials. The subjects of this study were students of business education programs who took taxation 
courses. Data analysis in this research and development uses quantitative descriptive analysis. All collected 
data were analyzed by descriptive statistical techniques which were quantitatively separated by categories to 
sharpen the assessment in drawing conclusions. Data analysis in this research and development is explained 
in three, namely a) data analysis from practitioners and experts / experts, b) data analysis when product 
trials, and c) analysis of experimental test data using Gain scores. N-gain testing is done to determine the 
improvement of learning outcomes between before and after learning. The results of the study show that 
taxation teaching materials as development products are "feasible and quite feasible / attractive / motivated" 
improving student learning outcomes shown by the results of scores of 91.67%, 85.71%, and 87.5%. The 
use of teaching material products shows an increase in student learning outcomes, which is indicated by the 
difference in the mean pre-test score and post-test small group is 2.5 and the large group is 2.76. This means 
that the use of instructional materials as a result of development can increase student scores by 25% and 
27.6%.

1 INTRODUCTION 

At present there have been important changes in the 
dynamics of the relationship between higher 
education and the world of work, especially related 
to the gap between higher education outcomes and 
competency demands in the world of work 
(Mutmainah, 2006). One of the causes of the rapid 

development of science and technology has resulted 
in fundamental changes in qualifications, 
competencies and requirements to enter the 
workforce which has resulted in increasingly intense 
competition among graduates so that the increasing 
number of educated unemployed due to not 
qualifying. In this case the government through 
KEMENRISTEKDIKTI establishes a college 
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curriculum based on IQF. The IQF is a statement of 
the quality of Indonesian human resources whose 
classification of qualifications is based on the level 
of ability stated in the formulation of learning 
outcomes.  

Universities as producers of educated human 
resources need to measure their graduates, whether 
the graduates produced have 'ability' equivalent to 
'ability' (learning outcomes) which has been 
formulated in the IQF qualification level. As a 
national agreement, the graduates of an 
undergraduate program, for example, must at least 
have the "ability" which is equivalent to "learning 
achievement" which is formulated at the level of 6 
KKNI, equivalent Masters level 8, and so on. 
Description of learning outcomes in the IQF, 
contains four elements, namely elements of attitude 
and values, elements of work ability, elements of 
scientific mastery, and elements of authority and 
responsibility. In this case, UNIMED, especially the 
faculty of economics, has applied the IQF-based 
curriculum to produce graduates who are highly 
qualified and have high competitiveness at the 
national and even international levels to answer the 
needs of users, who need professionals. 

To support the above, this is where the role of 
the lecturer is to facilitate the improvement of 
student competencies through the development of 
teaching materials, learning models, assignments 
whose completion process is specifically designed 
by students so that students have hardskill and soft 
skills. This identifies that the lecturer must be able to 
improve the competence of students so that they are 
able to compete in the world of work. Development 
of taxation teaching materials with a problem-
solving approach is expected to improve student 
competencies so that graduates meet the required 
qualifications given the increasing need for labor in 
the field of taxation.  

The taxation course is one of the compulsory 
subjects presented at the UNIMED Faculty of 
Economics. This course combines theory in the form 
of tax regulations that always change along with the 
growth and social and economic changes and the 
practice of calculating the tax itself. In the previous 
learning process, this taxation was traditional where 
the lecturer explained the material and gave an 
example after the student presented his resume and 
the results were very poorly understood by students 
because the learning process was done in one 
direction and students tended to be passive (just 
listen). Therefore, the tax learning strategy will be 
changed using Student Center Learning (SCL) with 
a problem-solving approach and using taxation 
teaching materials that will be changed with a 
problem solving approach as well.  

This is done considering the student learning 
outcomes in the even semester of 2016/2017 shows 
the average midterm test score of 68.5 (less) and the 
average semester final examination score of 77.5 
(enough). Learning evaluation results show that one-
way learning models are less favored by students 
because only a few active students participate in the 
learning process. In Unimed's environment, in 
particular the Faculty of Economics has 
implemented the Student Center Learning (SCL) 
which demands student creativity but the learning 
process is not yet interesting. This is a challenge for 
taxation lecturers to create more interesting and not 
boring learning so that the ability of students to 
master taxation will increase. For this reason 
researchers want to develop taxation teaching 
materials must use a problem-solving approach by 
adjusting the latest tax regulations and raising the 
latest issues regarding taxation and adjusting it to 
teaching materials. 

 
Problem Formulation 
Based on the research background, the problem of 
this research can be formulated as follows: 1. Are 
the teaching materials for taxation subjects 
developed in accordance with the latest tax 
regulations 2. How can Student Center Learning 
(SCL) learning strategies with problem solving 
approaches improve tax learning outcomes at the 
Unimed Faculty of Economics 3. How the 
implementation of Student Center Learning (SCL) 
learning strategies with problem solving approaches 
can improve tax learning outcomes at the Unimed 
Faculty of Economics 4. Needs analysis is carried 
out at the Accounting Department of the Faculty of 
Economics, Medan State University in the taxation 
courses contained in semester 2.  

 
Research and Development Objectives  
This Research and Development aims: 1. To find out 
whether taxation teaching materials on the subjects 
in the taxation KDBK are developed in accordance 
with the latest tax regulations 2. To implement and 
foster lecturers in improving the quality of taxation 
learning through the use of taxation teaching 
materials with a tax problem solving approach in 
KDBK at the Faculty of Economics, Medan State 
University 3. Become a training facility for lecturers 
to publish their research results in scientific journals, 
both locally and nationally accredited and textbooks 
(ISBN). 
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2 LITERATURE REVIEW 

Student Center Learning Learning Strategies 
with a Solving Approach Problem     
The learning process is the process of interacting 
students with educators and learning resources in a 
learning environment (Siti Mutmainah, 2011). 
Handoko (2005) states that as educators are required 
to be able to choose the most accommodating and 
conducive learning method so that students can 
understand something delivered. Many learning 
goals can be developed ranging from gaining 
knowledge, developing concepts, understanding 
technical analysis, acquiring skills to use / practice 
concepts, developing communication skills to 
develop certain attitudes, developing thinking 
patterns to developing judgment and wisdom.  

Technological developments and the 
advancement of the business world demand 
universities to produce graduates who have high 
competencies, so now there must be a change in 
learning strategies centered on Student Center 
Learning (SCL) students with a problem-solving 
approach. Raising a question / case designed by the 
lecturer that is able to bring out the students' 
curiosity is then presented by randomly selecting 
groups of students who will advance so that all 
students have first understood and solved the 
problem / case and then held a question and answer 
so that the main role of the lecturer is as consultants 
and facilitators, not as authorities and the only 
source of knowledge. Siti Mutmainah (2011) states 
that a case is called a good case if it has the 
following characteristics: 1) decision-oriented 
(raises a managerial situation in which a decision 
must be made), 2) there is active student 
participation (the case must be able to arouse 
students' curiosity), 3 ) development of discussions 
(the emergence of diverse views and analyzes), 4) 
substantive cases (consisting of main sections that 
discuss issues and other information), 5) questions 
(understanding of what should be asked).  

Problem solving learning strategy is a technique 
in helping students learn to be able to understand 
and master learning material by using problem 
solving strategies. Problem solving is more likely 
towards concepts or strategies. Problem solving 
learning strategies can be implemented through a 
learning approach, which is a way that is done by the 
teacher / lecturer so that the material displayed can 
adapt to the students. In addition, it can also be done 
using learning methods, namely by presenting 
material that is still broad (general). Problem solving 
learning through the learning approach in the 
subject, the lecturer conveys the subject matter by 
directing students to the understanding of the 

following subject matter in solving the problems. 
Lecture material is seen as a problem that must be 
understood, understood and resolved. Strategy 
Problem solving learning as a teaching and learning 
process, students are taught about problem solving 
strategies by providing various examples of 
problems related to lecture material concepts that 
can and must be solved through problem solving 
strategies. 

Problem solving learning through the learning 
approach in the subject, the lecturer conveys the 
subject matter by directing students to the 
understanding of the following subject matter in 
solving the problems. Lecture material is seen as a 
problem that must be understood, understood and 
resolved. Strategy Problem solving learning as a 
teaching and learning process, students are taught 
about problem solving strategies by providing 
various examples of problems related to lecture 
material concepts that can and must be solved 
through problem solving strategies.  

According to Krulik and Rudnick (Carson, 2007: 
21-22), there are five stages that can be done in 
solving problems, namely as follows: 1. Read (read). 
Activities carried out by students / students at this 
stage are recording key words, asking other students 
/ students what is being asked about the problem, or 
re-expressing the problem into a language that is 
easier to understand. 2. Explore (explore). This 
process involves finding patterns to determine the 
concept or principle of the problem. At this stage the 
student / student identifies the problem given, 
presents the problem in an easy-to-understand way. 
The question used at this stage is, "what is the 
problem like?" At this stage it is usually done 
drawing or making tables. 3. Choose a strategy 
(select a strategy). At this stage, students / students 
draw conclusions or make hypotheses about how to 
solve problems encountered based on what has been 
obtained in the first two stages. 4. Solve the problem 
(solve the problem). At this stage all mathematical 
skills such as counting are done to find an answer. 5. 
Review and discuss (review and extend). At this 
stage, students check the answer again and see the 
variation from how to solve the problem.  

 
Definition of Teaching Materials  
One of the initial activities in improving learning is 
designing teaching materials that refer to a 
development model to facilitate learning. Learning 
design can be used as a starting point for efforts to 
improve the quality of learning. This means that the 
improvement of the quality of learning must begin 
from improving the quality of learning design, and 
designing learning with a system approach (Degeng, 
1989 in M. Harijanto 2007).  
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Teaching materials are media and learning 
resources that have a strategic position because 
teaching materials prepare guidelines for students 
both for the sake of independent learning and in 
scheduled face-to-face activities, also equipped with 
methods and evaluation, and guidelines for students. 
Teaching materials are different from textbooks 
(Anik Tri Suwarni et al, 2007). 

 
Table 1: Teaching Materials 

Text Book Teaching Materials 

In general : 
1. Assuming 

interest from 
readers 

2. Written mainly 
for use general 
lecturer / reader 

3. Designed to be 
marketed widely 

4. Don't always 
explain the 
purpose 
instructional 

5. Arranged 
linearly 

6. Structure based 
on the logic of 
science (content) 

7. Not necessarily 
giving practice 

8. Don't anticipate 
learning 
difficulties 
college student 

9. Not necessarily 
giving a 
summary 

10. Narrative writing 
style 

11. The material is 
very solid 

12. Do not have a 
mechanism for 
collect user 
feedback 

13. Do not give 
suggestions on 
ways study the 
material in it 

In general : 
1. Generating interest from 

readers 
2. Written and designed for 

student use 
3. Explain instructional goals 
4. Compiled based on 

"flexible learning" patterns 
5. The structure is based on 

the final competency  will 
be achieved 

6. Focusing on providing 
opportunities for college 
student 

7. Accommodate student 
learning difficulties 

8. Always give a summary 
9. Writing style (language) 

communicative and  semi-
formal 

10. Packed for use in the 
process instructional 

11. Has a mechanism to collect 
feedback from students 

12. Includes learning 
instructions 

 
The instructional material developed must be 

able to increase the motivation and effectiveness of 
its users. Widodo in Lestari (2013: 2) revealed that 
there are five characteristics of teaching materials, 
namely 1) self instructional means that they can be 
useful and used by students individually. Having 
independent teaching materials can increase one's 
awareness to want to try to complete their tasks 
independently without seeing the work of others, 2) 
self contained are various questions raised in each 
chapter with the aim of sharpening the knowledge 

and mastery of the knowledge that has been learned 
from the teaching material 3) stand alone that does 
not need help from other teaching materials. Good 
teaching materials cover all subject matter so that 
they do not need other teaching materials to 
complete them, 4) adaptive if the teaching materials 
can adapt the development of science and 
technology, flexible use in various places, as well as 
the contents of learning materials and software can 
be used up to a certain time 5) user friendly that 
makes it easier for users when they want to wear it. 
The use of language is simple, easy to understand 
and uses general terms. 

The development of teaching materials must also 
adjust to the curriculum because teaching materials 
are part of curriculum development. Therefore the 
procedure for developing instructional materials 
must be related to the curriculum that applies as the 
main reference, meaning that the instructional 
material developed must be in accordance with the 
IQF curriculum which refers to the learning 
achievement standards and graduate competence 
standards.  
 
Development of Teaching Materials for Taxation 
Subjects  
Until 1960-1970 researchers had developed a 
general model of problem solving to explain the 
process of solving. Polya developed a problem 
solving procedure on the basis of the nature of 
problem solving ability as a process. There are four 
stages of problem solving, namely; (1) 
understanding the problem, (2) planning a solution, 
(3) implementing the plan, (4) checking back 
(www.kajianpustaka.com). Gick's model, 1986 
(Foshay & Kirkley, 2003: 4) the following is the 
latest model often used for problem solving. 
 
 
 
 
 
 
 
 
 

 
Figure 1: Gick's Model 

In Gick's (1986) model there are three basic 
sequences of cognitive process activities in problem 
solving: (1) showing a problem (represent problem), 
namely recalling the appropriate context of 
knowledge, identifying goals and starting conditions 
that are suitable for the problem; then (2) find a 
solution (solution search), which is to clarify the 
purpose and develop an action plan to achieve the 
goal; and (3) the implementation of a solution 
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(implement solution), namely implementing the 
planned actions and evaluating the results. For 
students who are aware that the problem at hand is a 
problem similar to a problem that has already been 
solved, the procedure can be cut short from the first 
step to the third step called recalling the previous 
solution and repeating the same solution (recall 
solution)  

This research is Research and Development (R & 
D). Development carried out in the form of Taxation 
Teaching Materials. Development of Taxation 
Learning Materials follows the Dick and Carey 
Model. Sukmadinata (2012) explained "If the ten 
steps of the Dick & Carey development model and 
follow the stages of learning media development 
well, it will be able to produce an educational 
product that can be accounted for." The ten steps of 
developing the Dick & Carey teaching materials 
model are described as follows. 

Figure 2: Dick and Carey Design Model 
These steps are not standard things that must be 
followed, the steps taken can be adjusted to the 
needs of researchers. To produce interactive 
teaching material products, planning is needed, good 
learning design. 

3 RESEARCH METHOD 

This research was conducted at the Faculty of 
Economics, Medan State University, odd semester 
2018/2019 school year. Implementation time from 
May to October 2018. Research subjects were 
divided into 6 study programs namely Economic 
Education Study Program, Accounting Education, 
Commerce Education, Office Administration 
Education, Management Department, and 
Accounting Department totaling ± 540 students. The 
subject of this product trial was the semester v 
business education student 2018/2019 school year 
who were taking taxation courses. The total number 
of subjects was 21 students with details of 6 students 

for small group trials and 21 students for large group 
trials.  

In the development stage of learning media, 
targeting in this case are lecturers, instructional 
media experts, learning design experts, subject 
matter experts. and students who assess learning 
media that have been developed based on criteria, as 
follows: (i) evaluators are based on the expertise 
they have, (2) evaluators who carry out the 
evaluation are determined based on the ability of the 
practitioner / lecturer with the classification of 
experts in the field of study.  

This study uses a development research approach 
(Research development Research). Educational 
development research according to Borg & Gall 
(2003), which is a process used to develop and 
validate educational products, including procedures 
and processes, such as learning strategies or ways of 
managing learning. The development of learning 
strategies and teaching materials in this study uses a 
development model adopted from Dick, Carey and 
Suparman, (2012). The stages of development 
implementation consist of: 1) Pre Development 2) 
Development of teaching materials and learning 
strategies 3) Review and product testing 4) Test the 
effectiveness and application of learning strategies 
and teaching materials.  

Data analysis activities in this study were chosen 
into three, namely a) data analysis from practitioners 
and experts / experts, b) data analysis when product 
trials, and c) analysis of experimental test data. Data 
analysis for a, b and c in this study uses quantitative 
descriptive analysis. All collected data were 
analyzed by descriptive statistical techniques which 
were quantitatively separated by categories to 
sharpen the assessment in drawing conclusions. This 
analysis is intended to describe the characteristics of 
the data in each variable. This method is expected to 
make it easier to understand the data for the next 
analysis process. The results of data analysis are 
used as a basis for revising the developed media 
products. Qualitative data in the form of statements 
that are not feasible, less feasible, quite feasible and 
feasible to be converted into quantitative data with a 
value scale of 1 to 4.  

The collected data is processed by summing, 
compared to the expected number and percentage 
obtained (Arikunto, 1996: 244), or can be written in 
a formula as follows: 

Percentage of eligibility (%) = (Observed 
score)/(Expected score) x 100 % 

The collected data were analyzed with 
quantitative descriptive analysis techniques which 
were revealed in the distribution of scores and 
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percentages on the categories of the predetermined 
rating scale. After presenting it in percentage form, 
the next step is to describe and draw conclusions 
about each indicator. The suitability of aspects in the 
development of teaching materials and learning 
media can use the following table: 

 
Table 2: Percentage scale tables 

Percentage of 
achievement 

Interpretation 

90 - 100 % Decent / attractive / 
motivated 

75 - 89 % Quite decent / attractive / 
motivated 

60 - 74 % Less feasible / attractive / 
motivated 

0 - 59 % Not feasible / attractive / 
motivated 

In table 2 above, the percentage of achievement, 
value scale and interpretation are mentioned. To find 
out the feasibility of using table 2 above as a 
reference for assessing data resulting from the 
validation of media experts and material experts. 
While the small group test of 6 students and a large 
group trial of 21 students used objective tests to 
obtain pre-test and post-test data. The results of the 
percentage of feasibility according to material 
experts, design and media and limited field trials are 
then used as revision materials for the entire 
teaching material before being applied to the target 
population of all economic faculty students. 

 
 

4 RESULT AND DISCUSSIONS 

The development of learning strategies and teaching 
materials in this study uses a development model 
adopted from Dick, Carey and Suparman, (2012). 
The stages of development implementation consist 
of: a) Pre-development b) Development of teaching 
materials and learning strategies c) Review and 
product trials d) Test the effectiveness and 
application of learning strategies and teaching 
materials. 
 
a. Pre-development phase  
The pre-development stage is carried out by holding 
FGDs with taxation lecturers to identify learning 
needs including: a) analyzing learning strategies 
carried out in the learning process and analyzing 
students' initial behaviors and characteristics in 
following taxation courses that tend to be boring so 

that they have difficulty in understanding learning 
material, indicated by relatively low student learning 
outcomes (pre-test) b) reviewing the course syllabus 
by mapping the competency standards and basic 
competencies of taxation courses based on the IQF 
curriculum. c) do an explanation of the subject 
matter or concepts and procedures that students will 
learn.  
 
b. Development phase of teaching materials and 
learning strategies  
At this stage, the collection, preparation and making 
of teaching materials are carried out by holding an 
FGD with tax lecturers and design experts. At this 
stage, an overall review of taxation teaching 
materials is carried out. All materials are adjusted to 
the latest tax regulations that are generally 
applicable in Indonesia. Making teaching materials 
must pay attention to colors, images, language and 
design (appearance) to stimulate students' thoughts, 
attention and reading interest.  
 
c. Stage of product review and trial  
At this stage FGDs were carried out in each 
evaluation stage, namely stage 1 evaluation 
consisting of expert material, design and media 
review, stage 1 analysis and revision, stage 2 
evaluation consisting of small group trials, analysis, 
revision 2, revision 3, Phase 3 evaluation consisted 
of large group trials, student assessments and 
revision 3  
 
d. Test phase of effectiveness and application  
The testing phase of product effectiveness (problem 
solving based teaching materials) developed was 
carried out to assess feasibility based on the 
assessment of material experts, design experts and 
media experts. The effectiveness test based on 
expert material, design, and media aims to get 
advice and material input, design, and media of 
taxation teaching materials to be developed. These 
suggestions and inputs are then analyzed and used to 
develop teaching materials with problem solving in 
accordance with the material of taxation teaching 
materials so as to improve student learning 
outcomes. 
1. Data Description Test the Effectiveness of 
Material Experts (field of study) 
Expert material validation data is presented in the 
following table: 

Table 3: Assessment of Material Experts 
N
o 

Aspect 
Assessm
ent

Observat
ion Score 

Score 
Expect

ed 

Feasi
bility 
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1 Contents 
Material 

36 40 90% 

2 Learning 
Strategie

s 

8 8 100% 

 Total 44 48 91,67
%

Based on table 3 above, the average total 
assessment of learning material experts about 
learning material with this problem solving obtained 
91.67% results. In accordance with the percentage 
scale in table 2, these results fall into the category of 
feasible/attractive/ motivated touse. 

The things suggested by the material expert are 
1) the need for other sources for learning (in the 
form of the latest tax regulations); 2) examples of 
more efforts are made to facilitate student 
understanding; 3) need to add tax cases / cases to 
sharpen students' understanding (evaluation). 
 
2. Description of Data Test the Effectiveness of 
Design Expert 
Design expert validation data is presented in the 
following table: 

Table 4: Assessment of Design Experts 
N
o 

Aspect 
Assessm

ent 

Observat
ion Score 

Score 
Expecte

d 

Feasi
bility 

1 Textbook 
Design 

48 56 85,71
%

Based on table 4 above, the average total 
assessment of learning design experts about the 
design of textbooks by solving this problem resulted 
in 85.71%. In accordance with the percentage scale 
in table 2, the results fall into the category of quite 
feasible/attractive/ motivated to use. 

The things suggested by the design expert are 1) 
need to pay attention to the accuracy of the use of 
colors, especially on the cover of textbooks; 2) 
Consistent in the use of terms; 3) need to adjust the 
type and form of exercises / questions to encourage 
students to think critically (evaluation). 
3. Description of Data Test the Effectiveness of 
Media Expert 
Media expert validation data is presented in the 
following table: 

Table 5: Assessment of Media Experts 
N
o 

Aspect 
Assessmen

t 

Observ
ation 
Score 

Score 
Expected 

Feasi
bility 

1 Textbook 
Media 

35 40 87,5
%

Based on Table 5. above, the average total 
assessment of the learning design experts on the 

design of textbooks with the solution of this problem 
was obtained at 87.5%. In accordance with the 
percentage scale in table 2, these results fall into the 
category of quite feasible / attractive / motivated to 
use.  

The things suggested by media experts are 1) 
need to pay attention to the cover design, especially 
the use of colors to increase student interest; 2) the 
need for additional images to facilitate student 
understanding; 3) need to pay attention to the 
addition of color usage in the contents of teaching 
materials. 

3. Small group test results  

Before conducting a small group test, the first 
textbook is revised according to the advice or input 
from the experts, then a small group is tested after 
the revision is carried out based on the score 
obtained. Aspects of small group trial evaluation for 
students are carried out by pre-test and post-test.  

This small group test is conducted to get input or 
suggestions from potential users (students) based on 
the results of the pre-test and post-test scores. The 
small group test respondents were taken randomly 
from 6 of the business education students of the 
UNIMED economics faculty who took semester v 
taxation courses in the 2018/2019 school year with 
the categories of 2 high, medium and low ability 
students respectively. The percentage of assessment 
data for small group tests by students is presented in 
the table below:  
 
Table 6: Pre-test scores and post-test results for 
small group testing 

Respondent  
No 

Score 
Pre-
test

Score 
Post-
Test 

Difference 

1 6 8 2 
2 7 9 2 
3 4 7 3 
4 6 8 2 
5 5 8 3 
6 7 10 3 

Average 5,83 8,33 2,5 
Source: Data processed, 2018 

Table 6. above, shows that the mean / mean pre-
test score is 5.83, and the mean / mean post-test 
score is 8.33, or an increase of 2.5. This means that 
the use of instructional material products resulting 
from development can increase student scores by 
25%. 

The assessment aspect of large group trials for 
students is carried out by pre-test and post-test. This 
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large group test was conducted to get input or 
suggestions from prospective users (students) based 
on the results of the pre-test and post-test scores. 
The respondents of this large group test were taken 
randomly as many as 21 of the business education 
students of UNIMED economics faculty who took 
semester v taxation courses 2018/2019 school year 
with the categories of each of the 7 high, medium 
and low ability students. 

5 CONCLUSIONS 

Based on the results of research and development of 
teaching material products as stated earlier, it was 
concluded:  
1. Product specifications for teaching materials 

that can be used by tutors and tutee (students) 
The Faculty of Economics UNIMED as a 
guidebook or guide in learning and completing 
learning materials, tutorial tasks, and evaluation 
of learning outcomes, is teaching material that: 
(a) is deemed feasible / clear / interesting / 
motivated, both in terms of design and content; 
(b) serves as a learning medium in the 
independent learning process of students of the 
Faculty of Economics, UNIMED; and (c) able 
to motivate independent learning and encourage 
students to think critically.  

2. From the assessment results according to the 
material expert, it is "feasible / interesting / 
motivated" with a score of 91.67%. The 
assessment results according to the design 
expert are "quite feasible / interesting / 
motivated" with a score of 85.71%; while the 
assessment results from media experts are "quite 
decent / attractive / motivated" with a score of 
87.5%  

3. The use of teaching material products shows an 
increase in student learning outcomes, which is 
indicated by the difference in mean pre-test 
scores and post-test small groups is 2.5 and the 
large group is 2.76. This means that the use of 
instructional materials as a result of 
development can increase student scores by 
25% and 27.6%.  

 
Recommendations 
Based on the results of this research and 
development, it is recommended  
1. Students can be used as an alternative source of 

independent learning  

2. The development of this product is proposed to 
use more matching colors to make it more 
attractive, both in terms of cover and contents.  

3. The development of this product is suggested to 
add examples of questions and exercises to 
facilitate and sharpen students' understanding.  

4. The research and development products in the 
form of these teaching materials need to be 
carried out in an operational field trial on the 
larger subjects of UNIMED Faculty of 
Economics students, before being used by all 
UNIMED Faculty of Economics students to 
improve the quality of the products produced. 
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Abstract: The research problem is that the business environment and Indonesian accounting standards are changing 
rapidly. Therefore, the development of material in practical introductory accounting textbooks must reflect 
new developments in accounting standards as well as practical business. Since 2012, PSAK refers to the 
International Financial Reporting Standards (IFRS) which became effective from January 1, 2009. 
Indonesia's commitment is to support IFRS standards as accounting standards that are accepted globally and 
continue with the process of convergence of IFRS standards, to minimize gaps between SAK and IFRS. 
This is the reason for the need for international accounting standards to eliminate barriers to international 
capital flows by reducing differences in financial reporting provisions, reducing financial reporting costs for 
multinational companies and costs for financial analysis. The subjects of this study were first semester 
students majoring in accounting who took introductory accounting practice courses. Data analysis in this 
study used quantitative descriptive analysis. All collected data were analyzed by descriptive statistical 
techniques which were quantitatively separated according to categories to sharpen judgments in drawing 
conclusions. Qualitative data in the form of very inadequate, inadequate, moderate, feasible and very 
feasible statements are converted into quantitative data with a scale of grades 1 to 5. The results are 
averaged and used to assess the quality of learning media. Media criteria will be converted into values on a 
scale of five using Scale Likert. The results of the study obtained that the development of teaching materials 
was deemed feasible to use and able to improve student learning independently. 

1 INTRODUCTION 

At present the curriculum used by Universitas 
Negeri Medan is based on the Indonesian National 
Qualifications Framework (KKNI) which requires 
the determination of learning outcomes for four 
aspects namely attitudes, general skills, special 
skills, and knowledge mastery in order to be able to 
answer and shape graduates who answer the needs 
of users, who need energy professional. One way to 
realize the achievement of the effectiveness of the 
implementation of learning is to form a Study 
Lecturer Group (KDBK) based on the alignment of 
studies in the course. One of the KDBK in the 
Department of Accounting is the Financial 
Accounting KDBK which is a forum for developing 
professionalism and lecturer performance, especially 
developing lecturer competencies in developing 

teaching preparation such as developing learning 
processes and materials in financial accounting 
KDBK courses, each lecturer can discuss and help 
each other if there is a special difficulty in the 
implementation of accounting practice courses 
which are part of KDBK financial accounting.      

Renewal of the learning process and teaching 
materials must be done to improve the quality of 
learning itself and ultimately will be able to improve 
the quality of graduates. The renewal of the learning 
process and introductory accounting practicum 
materials, especially in the business environment 
and Indonesian accounting standards change rapidly. 
Therefore researchers want to develop material in 
practice accounting interventions to reflect new 
developments in accounting standards as practical 
business. This is in accordance with the Statement of 
Financial Accounting Standards (PSAK) issued by 
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the Accounting Standards Board (DSAK IAI) under 
the auspices of the Indonesian Institute of 
Accountants or IAI. Since 2012, the PSAK refers to 
International Financial Reporting Standards (IFRS) 
which are effective since January 1, 2009. 
Indonesia's commitment is to support the IFRS 
standard as an accepted accounting standard globally 
and continue with the IFRS standard convergence 
process, to minimize the gap between financial 
accounting standards (FAS) and IFRS 

The question arises why adopt International 
Financial Reporting Standard (IFRS)? Practically 
speaking, adoption of IFRS is not an option for 
Indonesia, but a necessity, with hope, foreign 
investment will continue to enter or even increase 
and we are not excluded from international relations 
and even get maximum recognition from the 
international community. Companies in the world 
have been and are in the process of adopting IFRS 
with very impressive developments. Most G20 
member countries are also IFRS adopters. This is the 
reason for the need for international accounting 
standards to remove barriers to international capital 
flows by reducing differences in financial reporting 
provisions, reducing financial reporting costs for 
multinational companies and costs for financial 
analysis for analysts and improving financial 
comparability in providing quality information on 
international capital markets. 
 (http://maiyasari.wordpress.com, 2012)  

The development of IFRS-based introductory 
accounting practicum teaching materials is one of 
the efforts taken to be able to improve the ability of 
student practicum in accordance with new 
developments in international accounting standards, 
because accounting is one of the fields of science 
that is not sufficiently studied only in terms of 
theory, but accounting is easier to understand with 
real bookkeeping practices.  

2 LITERATURE REVIEW 

Definition of Teaching Materials  
One of the tasks of educators is to provide a pleasant 
learning atmosphere. One way to make learning fun 
is to use fun teaching materials too. (Prastowo Andi, 
2011) Teaching materials are basically all materials 
(both information, tools, and texts) that are arranged 
systematically, which displays the complete figure 
of the competencies that will be mastered by 
students and used in the learning process with the 
objectives of planning and reviewing the 
implementation of learning. 

Teaching materials that are well designed by 

lecturers will be able to make learning more 
effective and students' understanding of accounting 
increases. The results of Demaja W's research in 
(Pujiati, 2007) show that: Learning outcomes of 
PAK learning strategies between students who use 
teaching materials for Dick and Carey models with 
students using traditional teaching materials differ 
significantly. It was found that the learning 
outcomes of PAK learning strategies for students 
who use teaching materials compiled by researchers 
are higher than students who use traditional teaching 
materials. 

Usually teaching materials are "independent", 
meaning that they can be studied by students 
independently because they are systematic and 
complete. (Paulina, Pannen, 2001). Further 
explained that:  

"Teaching materials designed 
and developed based on good 
instructional principles will be 
able to: 1) assist students in the 
learning process, 2) assist 
lecturers to reduce material 
presentation time and increase 
lecturer guidance time for 
students, 3) assist universities in 
completing curriculum and 
achieving goals instructional 
with the time available. 
"(Paulina, Pannen, 2001.) 

Independent learning shows that students are not 
dependent on continuous supervision and lecturer 
direction, but students also have their own creativity 
and initiative, and are able to work alone by 
referring to the guidance they obtain (Self Directed 
Learning, Knowles, 1975 in (Paulina, Pannen, 
2001). The main role of the lecturer in independent 
learning is as a consultant and facilitator, not as an 
authority and the only source of knowledge.  

(Wadjadi Faried, 2004) explained that good 
teaching materials are materials that: (1) can arouse 
students' interest in learning, (2) have instructional 
purpose clarity, (3) present material with good 
structure, (4) provide opportunities for students to 
practice and provide feedback to students, and (5) 
create two-way communication. In addition to the 
above to stimulate students' creativity and interest in 
learning, instructional materials are designed as 
attractive as possible including the use of color, 
shape, font size and thickening of letters, lacing and 
lines are also needed to clarify the contents of the 
message. Like Leshin, Pollock, and Reigeluth, 
(1992: 280) describes the tools used to be able to 
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create the focus of the attention of the following 
readers : 

 

Table 1: Tools used for attention-centering 

Equipment Usage Description
Color  Use color as a pointing 

device to pay attention 
directly to something 
important. 

 Always be consistent in 
using color when giving 
emphasis on key words or 
items that are important. 
 

Font Style  Use letters that attract the 
eye, italics, or bold to 
emphasize keywords or 
naming. Use of italics is 
recommended. 
 

Boxes and 
lines 

 Staining to surround 
important information.  

 Do not use the underscore 
as a pointing device; this 
makes words harder to 
read. 

Note: Avoid excessive use of equipment as a 
pointing device 

Adapted from Guidelines, Using Tools For 
Emphasis (Leshin, Pollock, and Reigeluth, 1992: 
280 in (Pujiati, 2007) 

 
International Financial Reporting Standards 
(IFRS) International Financial Reporting 
Standards 
The SFAS has gradually changed according to 
International Financial Reporting Standards (IFRS) 
and International Accounting Standards (IAS) from 
2008 to 2011. The application of this revised PSAK 
early in corporate accounting and education is 
strongly recommended, because on January 1, 2012 
all new PSAK MUST be implemented. This change 
in PSAK requires changes in accounting books, both 
in universities and vocational high schools (SMK) 
majoring in accounting. (Linda S, 2011) 

In December 2008, the Indonesian Institute of 
Accountants (IAI) has launched a full PSAK to 
IFRS convergence in 2012. Since 2009, the 
Financial Accounting Standards Board - Indonesian 
Accountants Association (DSAK-IAI) has carried 
out work programs related to the convergence 
process up to year 2011. 

It is targeted that in 2012, all PSAK will not 
have material differences with IFRS which will be 
effective as of January 1, 2009. After 2012, PSAK 
will be updated continuously as changes in IFRS. 
Not only adopting IFRS that has been published, 
DSAK-IAI is also determined to play an active role 
in the development of world accounting standards.  

International Financial Reporting Standards 
(IFRS) is indeed a global agreement on accounting 
standards supported by many countries and 
international bodies in the world. The popularity of 
IFRS at the global level is increasing over time. The 
G-20 Agreement in Pittsburg on September 24-25, 
2009, for example, stated that the authorities that 
oversee international accounting rules must raise 
global standards in June 2011 to reduce the rule gap 
among G-20 member countries. Through global 
participation, IFRS is indeed expected to become a 
high-quality theory and principle-based accounting 
standard. The application of the same accounting 
standards throughout the world will also reduce 
problems related to comparability in financial 
reporting. 

Rosita also added that the IFRS 2012 
convergence challenge is the readiness of 
practitioners of management accountants, public 
accountants, academics, regulators and other 
supporting professions such as actuaries and 
assessors. Public Accountants are expected to be 
able to immediately update their knowledge 
regarding changes in IFRSs, update SPAP and adjust 
audit approaches based on IFRS. Management/ 
Company accountants can anticipate by immediately 
forming the IFRS convergence success team in 
charge of updating Management Accountant 
knowledge, conducting gap analysis and developing 
IFRS convergence road maps and coordinating with 
other projects to optimize resources. Academics/ 
University Accountants are expected to form IFRS 
convergence success team to update Academics' 
knowledge, revise curriculum and syllabus and 
conduct various related studies and provide input/ 
comments on ED and Discussion Papers published 
by DSAK and IASB. (Linda S, 2011) 

Based on some of the opinions above, it can be 
concluded that there is a need to develop 
introductory accounting practicum materials that suit 
student needs, curriculum demands, international 
financial accounting standards in this case IFRS, 
business environment, target characteristics and 
learning problem solving demands. 
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3 RESEARCH METHOD 

This research uses research and development 
approach (R & D). Development of Practical 
Learning Materials Introduction to Accounting 
follows the Dick and Carey model, using a system 
approach, because it emphasizes the relationship 
between each component. The system approach can 
also increase the opportunities for integrating all the 
variables that affect learning in learning design. 
These steps are not the standard things that must be 
followed; the steps taken can be adjusted to the 
needs of the researcher. To produce interactive 
teaching material products, planning, learning design 
is needed. 

The steps for developing teaching materials 
according to the models of (Dick, W., Carey, L. and 
Carey, 2005) are as follows: (1) identifying general 
objectives, (2) conducting instructional analysis, (3) 
identifying initial behavior / entry behavior lines, (4) 
formulating performance goals, (5) developing 
reference test items, (6) developing instructional 
strategies, (7) developing and selecting instructional 
materials, (8) designing and implementing formative 
evaluations, and (9) designing and implementing 
summative evaluations, (10) revising instructional 
activities 

The development of material substance in 
accordance with International Financial Reporting 
Standards (IFRS) and International Accounting 
Standards (International Accounting Standards / 
IAS) will be integrated in the following steps: 
1. Conduct preliminary research, which includes: 

a. Identify learning needs and determine  
    Competency standards for introductory     
    An accounting practice courses. 
b. Conduct an analysis of learning material that  
     Has been given to introductory accounting  

           courses (literature studies). 
c. Conduct an analysis of learning that has been  
    done so far in introductory accounting practice  

          courses. 
d. Identify the characteristics and initial behavior  
    of students in practical courses in accounting,  
    namely students in accounting semester 1. 
e. Write basic competencies and indicators. 
f. Write a benchmark reference test. 
g. Develop learning strategies that consist of,  
    (1). Explanation of instructional goals; (2).   
    Explanation of the relevance of the contents of  
    the lecture, (3). Explanation of subject matter  
    Or concepts, principles, and procedures that  
    students will learn, (4). Formative tests and  
    feedback, (5). Follow up. 

2. conducting the development stage, which    
     Includes: 

a. Preparation of draft teaching materials 
b. Make Prototypes teach 
c. Material expert assessment 
d. Revision 1 
e. Small group trials 
f. Revision 2 
g. Design and media assessment 
h. Revision 3 

3. Conduct testing of product effectiveness 
a. Pre Test-Post Test control design 
b. Revision 4 
c. Field trials (large groups) 
d. Revision 5 
e. Final product teaching material 

Data analysis in this research used qualitative 
data and quantitative descriptive analysis. All data 
were collected by analysis with descriptive statistical 
techniques that were quantitatively separated 
according to categories to sharpen the judgment in 
drawing conclusions. Qualitative data in the form of 
statements that were very inadequate, less feasible, 
moderate, feasible and very feasible were changed to 
quantitative data with a value scale of 1 to 5. 
However, in frequent measurements, the tendency of 
respondents to choose more in category 3 is to avoid 
the likert scale being modified by only using the 
choice of 4 choices, 4 (Very good); 3 (Good); 2 
(Enough); 1 (Less) (Direktorat Pembinaan Sekolah 
Menegah atas Dirjen Manajemen Pendidikan Dasar 
dan Menengah Atas, 2008). The data analysis 
technique in this study uses percentage descriptive 
analysis through exposure to data or conclusions of 
data processed using percentage techniques which 
are divided into four categories with the following 
formula: 

 
Percentage of eligibility (%) =  

Observe score/expected score x 100 % 
 

The collected data is processed by summing, 
compared with the expected number and obtained by 
the percentage (Arikunto, 1996).  

The product of developing practical teaching 
materials introducing accounting requires feedback 
in the context of formative evaluation. The 
feedbacks were obtained from subjects consisting of 
1 learning design expert, 1 material expert, 1 
instructional media expert, and product user, namely 
first semester students majoring in Accounting 
Faculty of Economics, Medan State University 
consisting of 8 students to test try small groups and 
24 students for big group trials. 
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4 RESULT AND DISCUSSION 

Product Development Results 
This research and development aims to produce 
practical teaching material introducing accounting 
based on IFRS. The development in this study uses a 
development model adopted from Dick, Carey and 
(Suparman, Atwi, 2012). The stages of 
implementation of development consist of: a) 
Preliminary Research b) Product development and c) 
Test the effectiveness of the product 

 
a. The stage of conducting preliminary research 

 
At the preliminary research stage, FGD was held 
with the introductory lecturer in accounting and 
practicum introductory accounting to identify 
learning needs including: a) determining learning 
achievement standards and learning outcomes in the 
field of knowledge introducing accounting practice 
in accordance with the KKNI curriculum by 
conducting an analysis of learning which had been 
done so far in introductory accounting practice 
courses; b) Identifying the characteristics and initial 
behavior of students in accounting introductory 
practical courses, namely students in accounting 
semester 1; c) Writing basic competencies, 
indicators and developing learning strategies 
consisting of, 1. Explanation of general and specific 
instructional objectives, 2. Explanation of the 
sequence of subject matter needed in developing 
teaching materials, concepts, principles, and 
procedures that are in accordance with reporting 
standards international finance (IFRS) that will be 
studied by students. 3. Explanation of benchmark 
reference tests to measure student mastery of the 
overall material between accounting and improve 
student knowledge to solve accounting cases / 
questions in the introductory accounting practice. 4. 
Explanation of learning strategies to create a more 
lively learning process so as to encourage students to 
think more critically by making cases or looking for 
the latest cases discussed in the class. 

 
b. Product Development Phase 

 
At this stage the sources of teaching materials or 
literature are collected, preparation and making 
teaching materials by holding FGDs with lecturers 
of accounting introductory subjects and accounting 
introductory practicum’s and design experts. At this 
stage, reviewing the entire introductory teaching 
accounting material by synchronizing introductory 
accounting and practicum accounting material so 

that students can more easily understand the material 
/ concepts in theory and master accounting practices. 
The entire material is adjusted to the latest 
applicable international financial reporting 
standards. In general in Indonesia (IFRS). Making 
teaching materials must pay attention to colors, 
images, language and design (display) to stimulate 
students' minds, attention and reading interest and 
certainly encourage students to learn more 
independently. 
 
 
c. The stage of testing the effectiveness of the  
      Product 

 
The stage of product effectiveness testing 
(introductory accounting practice teaching material) 
that will be developed first is carried out the analysis 
phase of data processing that has been obtained from 
observations to find out the learning materials based 
on the assessment of material experts, design 
experts, media experts, small group trials, and trials 
large groups. Then product revisions / improvements 
are made and conclusions are drawn 

 
1. Data Description Test Material Effectiveness 

(field of study) 
 

Test the effectiveness of material experts including 
aspects of content feasibility, language feasibility, 
and graphic feasibility. The due diligence process is 
carried out to find out whether the material 
presented in the teaching material is in accordance 
with the semester learning plan, the language used is 
appropriate and graphics are in accordance with the 
subject matter and to get advice and input on 
introductory accounting teaching material to be 
developed. These suggestions and inputs are then 
analyzed and used to develop practical introductory 
accounting teaching materials that are in accordance 
with IFRS-based introductory accounting material so 
that they can improve student learning outcomes and 
answer the needs of stakeholders who have made / 
produced financial reports in accordance with IFRS. 

The effectiveness test data of the practicum 
Materials experts introducing IFRS-based 
accounting in the development of learning media 
with case-based / problem-based approaches can be 
seen in the following table: 
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Table 2: Scores of Material Assessment 

 
 
Based on table 2 above, the average total assessment 
of this learning material expert obtained 83.92% 
results. In accordance with the percentage scale the 
results fall into the category of "proper to use". 

The things suggested by material experts are   
1) There needs to be other sources for learning (in 
the form of an IFRS based accounting book); 2) 
More transactions are made to sharpen students' 
understanding of the journal; 3) More varied level of 
difficulty of questions / cases to sharpen students' 
ability to solve accounting cases / questions 
2. Description of Data Test the Effectiveness of 

Designers 
 

Test the effectiveness of Learning media design 
experts aims to get input and suggestions regarding 
the design of practical teaching books for 
accountants in developing practical teaching 
materials introducing IFRS-based accounting to 
improve understanding of concepts/material and 
mastering accounting practices in making/producing 
financial reports on accounting introductory 
practical courses in accounting study programs non 
education-faculty of Economics Universitas Negeri 
Medan. The input is then analyzed and used to 
revise the design of the practical introductory 
accounting textbook so that it can increase students' 
interest in reading interest so that it will improve 
student learning outcomes. 

 
Table 3: Design Expert Assessment Score 

 
Based on table 3 above, the average total 
Assessment of learning design experts about the 
Design of the introductory practical accounting 
Textbook is 80.76%. In accordance with the 
Percentage scale the results fall into the the category 
of "proper to use". 

The things suggested by design experts are 1) the 
need for image clarity and image function; 2) Need 
to clarify the compatibility between tables and 

material; 3) Need to pay attention to the accuracy of 
color selection, and need to pay attention to the 
number of tables to facilitate student work. 
 
3. Data Description Test the Effectiveness of 

Media Experts 
 

Test the effectiveness of instructional media experts 
includes aspects of non-visual communication that 
can lead to reciprocal benefits so as to be able to 
solve a problem because teaching materials become 
the center of the development of knowledge of 
understanding a material / concept for students. The 
results of the effectiveness test aim to get input and 
suggestions regarding taxation textbooks as a 
medium that will be developed with the approach of 
working on questions / cases to improve the function 
of the textbook as a practicum media that can 
improve conceptual understanding / material and 
mastery of accounting practices in accounting 
introductory practical courses in Universitas Negeri 
Medan Faculty of Economics. The input is then 
analyzed and used to revise accounting practice 
teaching books so that it can improve the quality of 
textbooks that are very feasible to use which will 
result in high student learning outcomes 

 
Table 4: Media Expert Assessment Scores 

 
Based on table 4. above, the average total 
assessment of learning design experts about the 
design of textbooks with problem solving obtained 
80% results. According to the percentage scale these 
results fall into the category of quite feasible / 
attractive / motivated to use. 

The things suggested by media experts are 1) 
need to pay attention to aspects of typos and pages 
that are missing; 2) the concept should be equipped 
with examples to facilitate student understanding. 

  
4. Small group test results followed by 

revisions and large group trials followed by 
revisions 

 
Small Group Test Result  
After the effectiveness of teaching materials 
products is tested by material experts, design experts 
and media experts, then revised according to 
suggestions or comments from the valuators. The 
revised product then enters the testing phase of 
students as end product users. Teaching materials 
developed were tested on 9 students called small 

N
o 

Aspect of 
Assessm

ent 

Expected 
Score 

Observation 
Score 

Feasib
ility 

1 Contents 
Material 

47 56 83,92 

N
o 

Aspect of 
Assessm

ent 

Expected 
Score 

Observation 
Score 

Feasib
ility 

1. Textbook 
Design 

42 52 80,76 
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groups representing non-first semester accounting 
students who took accounting introductory practical 
courses with the criteria of 3 high, medium and low 
ability students. The assessment aspects given in the 
small group trials included aspects of the feasibility 
of content, aspects of graphics, and aspects of 
benefits. This small group test was conducted to get 
input or suggestions from prospective users 
(students) based on the use of practical teaching 
materials so far. Small group test score scores by 
students are presented in the table below: 

Table 4.4 Student Assessment Scores 
Based on table 4.4 above, the average total 
assessment of learning design experts about the 
design of textbooks with this problem solving 
obtained 83.47% results. In accordance with the 
percentage scale the results fall into the appropriate 
category for use. 
 
Large Group Test Results 
This large group test was conducted to get input or 
suggestions from prospective users (students) based 
on the results of the assessment on the questionnaire. 
The respondents of this large group test were taken 
randomly as many as 24 of UNIMED's economics 
faculty business education students who took 
taxation courses in semester V of the 2018/2019 
academic year with categories of 8 high, medium 
and low ability students respectively. The percentage 
of large group test assessment data by students is 
presented in the table below: 

Based on table 5 below, the average total 
assessment of learning design experts about the 
design of textbooks with this problem solving 
obtained 83.71% results. In accordance with the 
percentage scale the results fall into the appropriate 
category for use. 

Table 5: Student Assessment Scores 

5 CONCLUSIONS AND 
RECOMENDATION 

5.1 Conclusions  

Based on the results of research and product 
development introductory accounting practice 

teaching materials that have been stated previously, 
it can be concluded as follows: 
1. From the results of the assessment according to 

material experts it is "feasible to use" with a 
score of 83,92,%. The assessment results 
according to the design expert are "worthy of 
use" with a score of 80.76%; while the results 
of evaluations from media experts are "feasible 
to use" with a score of 80% 

2. The use of teaching material products by 
students shows a score of 83.47% for small 
groups and large groups 83.71%. This means 
that the use of instructional materials products 
developed is deemed feasible to use and able to 
improve student learning independently, high 
questioning ability and the better understanding 
of the transaction settlement cases in 
accounting material. 
 

5.2 Recommendation 

Based on the results of this research and 
development, it is recommended 
1. For lecturers, product introductory practical 

teaching materials can be used as a source of 
learning for Universitas Negeri Medan Faculty 
of Economics students, especially accounting 
majors. 

2. For students, it can be used as an alternative 
source of independent learning 

3. Development of this product is recommended to 
pay attention to more attractive packaging 
including matching colors 

4. Development of this product is recommended to 
add transaction and case questions to simplify 
and sharpen student understanding. 

5. The research and development products in the 
form of teaching materials need to be conducted 
in a larger field trial for student subjects in the 
accounting department before being used by all 
students to improve the quality of the products 
produced. 
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Abstract: The development of ICT has various effects on aspects of human life, especially in education. One of the 
lessons that can take advantage of the development of ICT is a blended learning model. In blended learning, 
online learning is not only learning to gather teaching materials, assignments, exercises, and student work. 
This learning also becomes attractive learning and attracts students to have a better understanding and 
improve student learning independence. The application to develop attractiveness in online learning is 
google classroom application. The purpose of this study was to see the effect of blended learning models 
based on google classroom application on students' learning independence and student learning outcomes of 
class XI accounting at SMK Negeri 1 Binjai. The sample of this study was accounting class grade XI 
students with total 60 students. This research was an experimental research which using pre-test post-test 
control design. The result of this study was learning independece and student learning outcomes was higher 
by using blended learning models based on google classroom applications than using conventional models. 

1 INTRODUCTION 

The development of technology, especially 
information technology (internet), gradually realized 
that it had an influence on education both directly 
and indirectly (Yendra, et al: 2017). The learning 
process is initially one-way and teacher centered 
learning, such as behavioristic learning concepts 
which assumes that teachers are the only source of 
learning so they have to send as much information as 
possible (Marini, et al: 2017). 

The learning process like this cannot develop the 
mindset, creativity and independence of students so 
that learning patterns must be changed to 
constructivism and cognitive approaches. With these 
approaches, the teacher is only a motivator, 
moderator and facilitator. Whereas students are 
actively seeking new information independently 
from various sources such as interaction with the 
environment, school and outside the school and 
reconstructing it in themselves (Kurniawati: 2014). 

The development of ICT has a positive impact on 
learning innovation, as an example of the emergence 
of new alternative learning models and media (Sari: 

2013). Learning that used to be only in the 
classroom can be done by online now (sari: 2013). 
With this progress, it should be used properly by 
educators to produce a meaningful learning for 
students which mean that they can link new 
information to their cognitive structure (Najib and 
Elhefni: 2016). 

But in fact, the learning process in schools still 
applies classical learning, namely lectures, question 
and answer only which cause boredom (Nadziroh: 
2017). Based on the results of observations 
conducted at SMK 1 Binjai, the same thing was also 
done by teachers still using conventional learning 
models and also the use of communication devices 
(cellphones) by students who were not wise (Marini, 
et al: 2017). Consequently, the absorption of the 
subject matter was not maximum and ultimately 
learning result was low.  

Self-learning is a human process to achieve 
various competencies, attitudes and skills 
(Sujatmika: 2016). The low value of these students 
could be seen from the fact that there were still 
many students who did not complete the passing 
grade. In fact, class XI AK- 1 with amount 27% of 
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students did not complete, while in class XI Ak 2, 
the failure reached 40%. 

The success of the teaching and learning process 
is influenced by various factors such as teachers, 
methods, models, facilities, motivation, and student 
learning independence (Marini, et al: 2017). 
Learning independence as one of the processes of 
learning that influences learning outcomes has 
several characteristics, namely: being confident, 
being able not to always depend on others, being 
brave to make decisions, being able to solve or 
overcome problems by yourself, acting creatively, 
daring to try new things, able and brave in 
expressing opinions (Haryati: 2015). Further 
independece does not mean learning alone without 
the help of others, but on its own initiative either 
with or without the help of others (Yamin, in 
Ismaniati: 2015) 

The good combination from various ICT 
advances and the advantages of face-to-face learning 
will provide new synergies for the learning process. 
One learning model that can combine strategies to 
deliver learning using face-to-face (offline) and 
computer-based learning (online), through the 
internet and mobile learning is blended learning 
model (Kuntarto, Eko, et al: 2016). 

Blended learning can be defined as a teaching 
and learning approach that integrates Web-based 
teaching, learning modes and face-to-face 
interaction (Ma’arop and Embi: 2016) (Simarmata et 
al., 2018). In addition to the understanding of 
blended learning is a learning model that integrates 
innovation and technological progress through 
online learning systems with the interaction and 
participation of traditional learning models 
(Kholifah and Buditjahjanto: 2016). 

So, based on these various opinions, it can be 
concluded that the blended learning model is a 
learning that combines wisely, relevant and precisely 
between the potential of face to face with 
information and communication technology that is 
growing rapidly today.  

Blended learning provides opportunities for 
students to develop their learning independence 
through the use of various sources of information 
available to be accessed online, in addition to make 
it easier for teachers to communicate with students 
and monitor student learning outside of learning 
hours. 

In addition, the habituation of using blended 
learning is also needed, due to reduce or prevent 
students from using computers and cell phones for 
negative things, such as playing games, social 
media, and watching videos excessively (Wicaksono 
and Rachmadyanti 2017). 

Learning application that can be used as one of 
the online learning media is the google classroom 

application. The advantage of this application is that 
it can be accessed free of charge and can be used on 
any device such as on a computer, smartphone and 
can also be used collaboratively in groups while it is 
easy to use by both teachers and students (Alim: 
2015). 

The purpose of this study were: 1) to determine 
the effect of Blended Learning Model based on 
Google Classroom Application on accounting 
learning independence for XI grade accounting 
students, 2) to determine the effect of blended 
learning model on accounting learning outcomes of 
XI grade accounting students, 3) to determine the 
effect of learning independence to accounting 
learning outcomes for XI grade accounting students 

2 THEORICAL FRAMEWORK 

2.1 Blended Learning Models 
Blended learning is a term derived from the English 
language that consists of two syllables, namely 
blended and learning (Husamah : 2014). Blended 
means a mixture or a good combination. So  
Blended learning could be defined as a teaching and 
learning approach that integrates Web-based 
teaching and learning mode and face-to-face 
interaction (Ma’arop and Embi : 2016) juga Blended 
learning is the most logical and natural evolution of 
our learning evolution of our learning agenda. It 
suggest an elegant solution to the challenges of 
tailoring learning and development to the needs of 
individuals (Throne dalam Rizkiyah : 2015). 

In addition, blended learning is a model that 
offers flexibility in terms of time, place and 
variations in learning methods that are more than 
online or face to face methods (Sari : 2013). It is 
also a mixture of multimedia technology, CD ROM, 
video streaming, virtual classes, e-mail, online text 
animation combined with traditional forms of 
training in the classroom (Rizkiyah : 2015).  

So based on these various opinions it can be 
concluded that the blended learning model is 
learning that combines wisely, relevantly and 
precisely between potential face to face with 
information and communication technology such as 
mobile learning and e learning to create innovation, 
flexibility and also efficiency in learning. 

The blended learning model itself has the goal of 
helping students to develop better in the learning 
process, providing practical and realistic 
opportunities for instructors and students for 
independent learning, increasing flexible scheduling 
for students by combining the best aspects of face-
to-face and learning online (Husamah: 2014). 
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2.2 Google Classroom Apllication 
One application that can be used as a learning media 
to support the blended learning model is the google 
classroom application (Wicaksono dan 
Rachmadyanti 2017). Google classroom is an 
internet-based service provided by Google as an e-
learning system (Hakim : 2016). besides that google 
classroom is also a mixed learning platform that is 
intended for every educational scope that is intended 
to find a way out of the difficulties in making, 
sharing and classifying each assignment without a 
paper (Wikipedia December 2017). 

The advantages of this application are the fast 
and convenient setting process, centralized data 
storage, fast sharing of resources, saving time, 
increasing communication and collaboration (Alim: 
2015). Here is a preview of Google classroom's start: 

Figure 1: Google classroom opening display 
 
2.3 Learning Independence and Learning 
Outcomes 
Learning outcomes are not a stand-alone thing, 
meaning an accumulation of various factors that 
affect students. One of them is learning 
independence (Egok: 2016). The independence of 
learning is the ability of a person to maximize their 
abilities and provisions and knowledge to actively 
learn in completing academic tasks (Fitria and Sari). 

Furthermore, the independence of learning is 
also an effort made to carry out learning activities in 
an independent manner on the basis of his own 
motivation to master certain material so that it can 
be used to solve the problems being faced (Egok: 
2016) 

Based on various expert opinions, learning 
independence can be interpreted as learning on its 
own initiative, utilizing all available resources also 
maximizing its capabilities and seeing difficulties as 
challenges. 

Independent learning has some characteristics 
which are: be confident, able to not always rely on 
others, be bold in making decisions, able to solve or 
resolve problems on their own, be creative, dare to 
try something new, capable and courageous in 
expressing opinions (Haryati: 2015 ). Further 

independent does not mean learning alone without 
the help of others, but on its own initiative either 
with or without the help of others (Yamin, in 
Ismaniati: 2015. 

Students who have high independence tend to 
have initiative, responsibility, and earnest in learning 
(Sujatmika: 2016), so that their learning outcomes 
can be more maximal. 

3 RESEARCH METHOD 

This study used a quasi experiment method with 
pretest postest controlled design (Sugiono: 2017). 
The experimental class was 30 students class XI AK 
2 who would be treated with a blended learning 
model based Google Classroom Application while 
the control class was 30 students class XI AK 1 who 
would be be given treatment with conventional 
learning. 

The instrument used in this study were 
questionnaire to measure learning independence and 
multiple choice questions to measure student 
learning outcomes. The instruments used had been 
tested for their validity and reliability, so that the 
number of questionnaires or valid questions used as 
research instruments. 

The research design used was descriptive 
analysis, one way ANOVA and simple linear 
regression. In addition, prerequisite tests included 
normality, homogeneity and linearity tests. The 
normality test was done using the Kolmogorov-
Smirno test but with liliefors significance correction. 
Homogeneity test was done with levene test, while 
the linearity test used was the F test. Descriptive 
analysis woud be used to describe the average value 
and the results of learning independence, learning 
outcomes and also the results of tests of normality, 
homogeneity and linearity. While one way ANOVA 
would be used to test the effect of blended learning 
model on learning independence and the effect of 
blended learning model on learning outcomes. And a 
simple linear regression test would be used to 
examine the effect of learning independence on 
accounting learning outcomes. 

4 ANALYSIS 

4.1 Validity and Realibility Test 
Validity test results for students' accounting learning 
outcomes with product moment correlation test were 
distributed to 32 students with 30 questions. From 
the results of the validity of the 30 questions, there 
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were 20 valid questions and from 20 valid questions 
taken 15 items that would be used as an instrument 
of accounting learning outcomes. While the 
reliability test conducted by the Kuder-Richardson 
method (KR20-21) based on the test results obtained 
r count> r table was 0.53> 0.349. Thus the problem 
was declared reliable or stable and consistent, based 
on the 0.53 reliability interpretation table in the 
medium category. 

Furthermore, based on the results of the level of 
dif/ficulty test, it could be seen that out of 30 
questions that were calculated the level of difficulty, 
there are 6 questions (20%) at the difficult level, 16 
questions (53.3%) at the medium level and 8 
questions (26.7%) at an easy level. The last was a 
different power test from the calculation results 
obtained from 30 questions which were tested in 3 
questions in the very bad category (discarded), 8 
questions were in the sufficient category, 17 
questions were in the good category, and 2 questions 
were in the very good category. 

Furthermore, the results of the validity test for 
learning independence questionnaires with Likert 
scale were carried out by cooperative moment test 
product. Based on the results of the tests conducted 
on 32 students, out of 30 questionnaires distributed, 
there were 16 valid questionnaires and 15 valid 
questionnaires would be taken 15 questionnaires as 
instruments for student learning independence. For 
reliability testing used the alpha formula from the 
calculation results obtained r count> r table is 0.80> 
0.349. Thus the questionnaire was declared reliable 
or stable and consistent, based on the 0.80 reliability 
interpretation table was in the high category. 
 
4.2 Analysis of Questionnaire for Learning 
Independence 
The following was the result of the learning 
independence questionnaire analysis for the 
experimental class: 

 
Figure 2: Result of the questionnaire analysis for the 
experimental class 

Based on the diagram above, it could be seen that 
the learning independence for the experimental class 

after the treatment was in the good category, namely 
in the range 60-63. This meant that blended learning 
model based on the google classroom application 
had a positive impact in increasing student 
independence compared to previous treatment, 
namely students’ independence was only in the less 
category. 

Next was the result of the questionnaire analysis 
of the self-study in the control class: 

 
Figure 3: Result of the questionnaire analysis for the 
control class 

From the diagram above, we could know that the 
learning independence of control class students after 
the treatment was in the sufficient category namely 
in the range of 50-52. These results were more 
increased than the results of student independence 
questionnaires before treatment, namely in the less 
category. 
 
4.3 Analysis of Student Pre Test and Post Test 
Results  
The following was the result analysis of the students' 
accounting learning outcomes for the experimental 
class and control class. First was the analysis of the 
pre-test value of the two classes, the following was a 
diagram of the results of the analysis for the pre-test 
results: 

 
Figure 4: Diagram of the results of the analysis for 
the pre-test results 

From the table above, it could be known that the 
pre-test value that was most commonly obtained by 

The Effect of Blended Learning Models based on Google Classroom to Learning Independence and Students Learning Outcome of Class XI
Accounting at SMK Negeri 1 Binjai

269



 

students in the experimental class before the blended 
learning model applied based on the Google 
classroom application, namely the value of 33 and 
40 and the highest value that could be achieved was 
the value of 80 with only 2 students. Whereas in the 
value control class, the most obtained students was 
the value of 40 and the highest score that could be 
achieved by this control class was 80 and only 1 
student got it. 

From the overall results of the pre-test, it could 
be seen that the initial ability of students in both 
experimental and control classes was still low and 
with a KKM of 70, there were still many students 
who got grades under the KKM. 

Second was the students' accounting learning 
outcomes after the treatment was given. Following 
was the result of the analysis of the post-test results 
of students from the experimental class and the 
control class. 

From the histogram above, it could be seen 
clearly both the experimental class and the control 
class had increased value compared to the pre-test 
value. In the experimental class, the students' post-
test scores experienced a rapid increase when the 
most pre-test scores that were obtained by students 
were 33 and 40 with an average of 44.6, students 
who received grades above KKM were only 4 
people, after the implementation of the blended 
learning model based on the google classroom 
application to the experimental class, the post-test 
value increased the average value that could be 
obtained by students to be 80.1 and students who 
geot grades under the KKM were only 6 students. 

Whereas in the control class treated with 
conventional models experienced a fairly good 
increase in value, namely the average post test value 
obtained by students to be 73.4 compared to the pre-
test value of 41.6. And students who got grades 
under the KKM become 12 people.. 

Looking at the improvement in both classes, it 
could be concluded that the blended learning model 
based on the Google classroom application had a 
good impact on increasing student outcomes 
compared to conventional models. 

5 RESULTS 

5.1 First Hypothesis Test 
To test the first hypothesis used one way ANOVA 
test. In this test, there was a classic assumption test 
that should be carried out, namely the normality test 
and homogeneity test. 

For the results of the normality test can be seen 
in the table below: 
Table 1: Results of Questionnaire Normality Test 

 
As table 1, the significance value in the 

Kolmogrov-sminov (liliefors significance 
correction) test for the experimental class 
questionnaire was 0.200> 0.05, meaning that the 
data was normally distributed. Likewise with the 
significance control class of 0.200> 0.05, it meant 
that the data was also normally distributed. 
 
Table 2: Homogeneity Test Results Test of 
Homogeneity of Variances 

Students Learning Independence 

Levene 

Statistic

df1 df2 Sig. 

1.425 1 58 .237
Test criteria for homogeneity testing were: H0: 

The data group came from a population that had 
homogeneous variance. Ha: The data group came 
from a population that had an inhomogeneous 
variance. H0 was rejected if the significance value 
was less than 0.05. 

Based on the table of test results conducted in 
SPSS version 20 above, it obtained a significance 
value of 0.237> 0.05 then H0 was accepted, meaning 
that the data from the student learning independence 
questionnaire had homogeneous variance. Next in 
the table below, it could be seen a description of the 
learning independence questionnaire 
 
 
 
 
 
 
 
 
 
 
 
 

Tests of Normality 
 Class  Kolmogorov-Smirnova Shapiro-Wilk 

Statistic Df Sig. Statistic df Sig.
Student 
independence 
learning

Blended Learning 
Models 

.116 30 .200* .975 30 .693

 Conventinal models .086 30 .200* .975 30 .691
*. This is a lower bound of the true significance. 
a. Lilliefors Significance Correction 
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Table 3: Description of the Blended Learning Model 
on Learning Independence 

 
Based on the descriptive table results, it could be 

seen that the average of the questionnaire on the 
learning independence of the experimental class was 
57.83 with a standard deviation of 3.983, while the 
average questionnaire for the learning independence 
of the control class is 50.00 with a standard 
deviation of 3.291. the difference in the average 
value of the learning independence questionnaire is 
7.83, which is the average value of the experimental 
class is higher than the control class.  

Because the classical assumption test had been 
fulfilled, a hypothesis test with one way ANOVA 
could be done. The results are as follows: 

 
Table 4: One Way ANOVA Test Results 

 
This table showed that the calculated F value was 
68.957 while the F table was using 95% confidence 
level, α = 5%, df 1 (number of variables 1) = 1, and 
df 2 (n-2) or 60 - 2 = 58, the results obtained for F 
table were 4.01. Based on these results, it could be 
seen that the calculated F value> F table (68.957> 
4.01) with a significance of 0.000 <0.05 then H0 
was rejected and Ha was accepted, or there was a 
positive and significant influence of the blended 
learning model on learning independence 
questionnaire. 
 
5.2 Second Hypothesis Test 
To test the second hypothesis, one way ANOVA test 
would also be used. Then the classical assumption 

test that was the normality test and homogeneity test 
would be carried out. 

First was the normality test of pre-test and post-
test for experimental class and control class. The 
results for testing the normality of the two classes 
could be seen in the table below 
 
Table 5: Pre Test Normality Results and Post Test 
Class Experiments and Control Classes 

 
From the calculation of normality test in 

Kolmogrov-sminov coloumn (liliefors significance 
correction), it could be concluded that all sample in 
experiment and control class for pretest and post test 
outcomes came from the population which 
distributes normal due to the significant value > 
0.05. 

Tabel 6: Test of Homogenity 

 
Test criteria for homogeneity testing were: H0: 

The data group came from a population that has 
homogeneous variance. Ha: The data group came 
from a population that has an inhomogeneous 
variance. H0 wass rejected if the significance value 
is less than 0.05. 

Based on the test results table conducted in SPSS 
version 20 above, it obtained significance value for 
the pre-test value of 0.406 > 0.05 while for the post-
test value obtained significance value of 0.559> 0.05 
seen from the testing criteria the pre-test and post-
test values of both classes were homogeneous 
meaning that the student's value data came from 
homogeneous variance. 

Because the classical assumption test had been 
fulfilled, a hypothesis test with one way ANOVA 
could be done. The result was as follows: 
 

Descriptives 

Students independence learning 

 N Mean Std. 

Deviation 

Std. Error 95% 

Confidence 

Interval for 

Mean 

95% 

Confidence 

Interval for 

Mean 
Min Max 

Lower 

Bound 

Upper 

Bound 

Model Blended 

Learning 
30 57.83 3.983 .727 56.35 59.32 51 66 

Model 

Konvensional 
30 50.00 3.291 .601 48.77 51.23 44 56 

Total 60 53.92 5.359 .692 52.53 55.30 44 66

ANOVA 

Students independence learning 

 Sum of Squares df Mean Square F Sig. 

Between Groups 920.417 1 920.417 68.957 .000

Within Groups 774.167 58 13.348   

Total 1694.583 59    
 

Tests of Normality 

 Kelas 
Kolmogorov-Smirnova Shapiro-Wilk 

Statistic Df Sig. Statistic df Sig. 

student learning 

outcomes 

Pre Test Class 

Experiments 
.140 30 .140 .935 30 .065 

Post Test Class 

Experiments 
.134 30 .178 .951 30 .175 

Pre Test class 

control 
.120 30 .200* .963 30 .367 

Post Test class 

control 
.133 30 .186 .956 30 .248 

*. This is a lower bound of the true significance. 

a. Lilliefors Significance Correction 

Test of Homogeneity of Variances 

Learning 

outcome 

Levene Statistic df1 df2 Sig. 

Pre test .700 1 58 .406

Post test .345 1 58 .559
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Table 7: One Way ANOVA Test for Experimental 
and Control Class Pre Test results 

 
Based on the results of the table, it could be seen 

that the F-calculated value was 0.499 while the F-
table was using 95% confidence level, α = 5%, df 1 
(number of variables 1) = 1, and df 2 (n-2) or 60 - 2 
= 58, the results obtained for F table were 4.01.  

value calculated < F table (0.499 <4.01) with a 
significance of 0.483 > 0.05 then H0 was accepted 
and Ha was rejected, this meant that the initial 
ability of students both experimental and control 
classes were same. As for the post test results or 
after treatment, the results wer as follows: 
 
Table 8: One Way ANOVA Post Test Results for 
Experimental and Control Class Classes 

 
This table showed that the value of F calculated 

was 4,675 while the F table was using 95% 
confidence level, α = 5%, df 1 (number of variables 
1) = 1, and df 2 (n-2) or 60 - 2 = 58 , the results 
obtained for F table were 4.01. Based on these 
results, it could be seen that the F calculated value> 
F table (4.675> 4.01) with a significance of 0.035 
<0.05 then H0 was rejected and Ha was accepted, or 
there was a positive and significant influence of the 
blended learning model on accounting learning 
outcomes. 
 
5.3 Third Hypothesis Test 
The test used for this third hypothesis was a simple 
linear regression test. One of the requirements of this 
simple linear regression test was linearity test. The 
results of linearity tests that had been carried out 
could be seen in the following table: 
 
 
 
 
 

Table 9: Linerity Test Results 

 
Based on the significance value of the outcome 
above, it was obtained the significance value of 
student learning independence 0.438> 0.05, so it 
could be concluded that student learning 
independence was linearly related to student 
learning outcomes. 

Next was to see the R square value, here is a 
table of R square values: 

 
Table 10: Value of R Square 

 
The value of R square = 0.359 from the table 

above showed that 35.9% of the variance (changes) 
of learning outcomes can be explained by changes in 
learning independence variables. While the 
remaining 64.1% was explained by other factors 
outside the model. Whereas for the coefficients table 
from here we would form the simple linear 
regression equation as follows: 

 
Table 11: Simple Linear Regression Results 

 
The formula of a simple linear regression 

equation was Y = a + bX, from the table above for a 
constant value (a) could be seen from the constant 
table that is 2.211 and the regression coefficient 
value is 1.382. so the regression equation was Y = 

ANOVA 

Pre Test result  

 Sum of Squares df Mean Square F Sig. 

Between Groups 129.067 1 129.067 .499 .483

Within Groups 14989.867 58 258.446   

Total 15118.933 59    
 

ANOVA 

accounting learning outcomes 

 Sum of Squares df Mean Square F Sig. 

Between Groups 673.350 1 673.350 4.675 .035

Within Groups 8353.900 58 144.033   

Total 9027.250 59    
 

ANOVA Table 

 Sum of 

Squares 

Df  F  Sig  

accounting 

learning outcomes* 

students 

independence 

learning 

Between 

Groups 

(Combined) 5295.133 21 252.149 2.567 .006

Linearity 3238.836 1 3238.836 32.977 .000

Deviation from 

Linearity
2056.297 20 102.815 1.047 .438

Within Groups 3732.117 38 98.214 

Total 9027.250 59  
 

Measures of Association 

 R R Squared Eta Eta Squared 

accounting learning 

outcomes * 

 students independence 

learning

.599 .359 .766 .587 

 

Coefficientsa 

Models Unstandardized Coefficients Standardized 

Coefficients 

t Sig. 

B Std. Error Beta 

1 

(Constant) 2.211 13.148  .168 .867

Students independence 

learning 
1.382 .243 .599 5.697 .000

 

a. Dependent Variable: accounting learning outcomes 
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2.211 + 1.328X + e or Learning Outcomes = 2.211 + 
1.328 * Learning Independence + e. 

This means that every increase in learning 
independence is equal to one unit, then the learning 
outcome rises by 1,328. 

Furthermore, to see whether the independent 
variables partially had a significant effect on the 
dependent variable, used the t test. t-count in the 
table was 5.697 while t table = 2002 (dk = 58, α = 
0.05), because t-count> t-table (5.697> 2.002) and 
the significance value (p-value) was 0.000 <0.05 so 
H0 was rejected, which meant that the learning 
independence variable partially had a positive and 
significant effect on student learning outcomes. This 
meant that the higher the independence of learning, 
the higher the student learning outcomes. 

6 CONCLUSIONS 

The conclusion of this study was that there was a 
positive and significant instructor between the use of 
a blended learning model based on Google 
Classroom Application on the learning independence 
of class XI AK students at SMK 1 Binjai school year 
2018/2019. This meant that the blended learning 
model based on the Google Classroom Application 
could improve student learning independence better 
than conventional learning. 

Furthermore, there was a positive and significant 
influence between the use of a blended learning 
model based on the Google Classroom Application 
on the accounting learning outcomes of class XI AK 
students at SMK 1 Binjai school year 2018/2019. 
This meant that students' accounting learning 
outcomes were higher using the blended learning 
model based on the Google classroom application 
compared to conventional models. 

Finally, there was a positive and significant 
influence between students' learning independence 
on accounting learning outcomes of class XI AK 
students at SMK 1 Binjai school year 2018/2019. 
This meant that if learning independence increased, 
learning outcomes would also increase. This 
hypothesis test also aimed to strengthen the first 
hypothesis and the second hypothesis. 
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Abstract: Every Government Internal Supervisory Apparatus aims to improve performance through organizational 
Culture. The purpose of this study is analyzing the influence of organizational culture on the performance of 
government internal supervisors in the National Indonesian Navy. This research use quantitative study by 
using the Path Analysis method with a sample of 96 Government Internal Supervisors. The results of the study 
show that there is a direct influence of organizational culture on performance.

1 INTRODUCTION 

Today's demands by filling in various sources of 
disciplines that have been owned, reflecting on the 
experience that has been carried out and the dense 
schedule of Supervision and the extent of 
performance in carrying out tasks. 

The study sample used 96 APIP personnel to first 
use 30 APIP Personnel to test the data questionnaire, 
the results obtained as follows: 1. Assessment that did 
not change as many as 15 APIP personnel or 50%; 2. 
The judgments that experienced changes were 15 
APIP personnel or 50%. 

Facing these conditions, APIP is required to be 
able to overcome the mismatch of daily tasks by 
prioritizing the main tasks and functions that can 
improve performance with organizational culture, job 
satisfaction, motivating, and trust. According to 
Gordona Sarmaz, Djordje IIic (2016: 25), 
Organizational culture should be cultivated, set in the 
fuction of company’s success, but its negative impact 
should be avoided. 

Identification of the problem,  Noting the 
potential factors for the existing performance in the 
Navy's APIP. These factors include internal and 
external factors, by prioritizing basic tasks and 
functions. Researchers limit 2 variables, namely 
organizational culture, performance. Based on the 
identification of the problem, the problem of this 
research can be formulated, namely whether the 

organizational culture has a direct effect on 
performance? 

2 THEORICAL FRAMEWORK 

Performance, performance is a value of a set of 
employee behaviors given to the agency where they 
work.   According to Colquit, LePine, and Wesson, 
(2009: 37), Performance is the value of a set of 
employee behaviors that have been contributed 
positively and negatively to meet organizational 
goals. 

Organizational Culture, Organizational culture 
grows because it was created and developed by 
individuals who work in an organization that is 
accepted as values that must be maintained and 
passed on to each new member.  According to Fred 
Luthan (2011: 83), Some of the important 
characteristics of organizational culture are observed 
behavioral regularities, norms, dominant values, 
philosophy, rules, and organizational climate.  
Although everyone in an organization will share the 
organization’s culture, not all may do so to the same 
degree.  

Relevant research, To be able to support this 
research by reflecting on previous relevant research.  
According to Amin Nikpour (2017: 70), it shows that 
organizational culture has a positive and significant 
impact on organizational performance. 
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Organizational culture grows because it was 
created and developed by individuals who work in an 
organization that is accepted as values that must be 
maintained and passed on to each new member. 
According to Fred Luthans (2011: 50), Ethics is 
involved with moral issues and choices and deals with 
right and wrong behavior. A number of cultural 
(family, friends, neighbors, education, religion, and 
the media), organizational (ethical codes, role 
models, policies and practices, and reward and 
punishment systems), and external forces (political, 
legal, economic, and international developments) 
help determine ethical behavior. These influences, 
acting interdependently, serve to help identify and 
shape ethical behavior in today’s organizations. There 
is increasing evidence of the positive impact that 
ethical behavior and corporate social responsibility 
programs have on “bottom-line” performance. 

Performance of individual performance that has 
been contributed positively to complete the 
organizational goals, namely: the implementation of 
routine and additional tasks, efforts to improve the 
organization, willingness to exceed the assigned 
tasks, the ability to provide a positive image of the 
organization, the willingness to provide relevant 
information, the ability to maintain good behaviour.  
According to Salihu, Adam Jiddah, Salihu, 
Muhammad Bello Rayyan & Musa Idris Umar (2016: 
63), Management must focus more on adherence to 
the organization's mission by ensuring that they are in 
leadership positions that are well versed in the 
organization's mission so that they can pass on to their 
subordinates, Likewise, management must work on 
ethical practices from organizations such as 
credibility and integrity that promote a high-
performance culture. Based on the description above, 
it is suspected that there is a direct influence of 
Organizational Culture on performance. 

Based on the theoretical study that underlies the 
variables of this study and the thinking framework 
described above, the hypothesis can be proposed 
namely: H1 It is assumed that there is a direct 
influence of Organizational Culture on performance. 
Research objectives, Researchers describe the 
research objectives to be achieved, adjusted to the 
formulation of the problem. This study aims to obtain 
empirical data, facts, valid  and reliable information 
about the influence of organizational culture, 
empowerment and commitment to the Internal 
Control Officer. This study specifically aims to find 
out about the direct influence of Organizational 
Culture on Performance. Place and time of research, 
Research takes place at the Inspectorate of the Navy 
Headquarters. 

3 RESEARCH METHOD 

Using quantitative approaches with survey methods. 
Aim to find out and find the momentary position of 
the variable (qua status variable) based on the data at 
the time (Qua status data) and the relationship 
between the variables studied. Population and 
sampling. The sample used in the study was taken 
randomly and the sample size was taken 
proportionally. Data collection techniques, As long as 
the research is conducted with observations and 
questionnaire methods used quantitatively, the data 
needed for this study include primary data and 
secondary data. Primary data is obtained by 
distributing questionnaires to qualified personnel on 
material about Organizational Culture and 
Performance.  
 
Performance Variables 

a. Conceptual Definition, Performance is the 
performance of a set of workforce behaviors 
that have been positively contributed;  

b. Operational Definition, Performance is a work 
set of labor behaviors that have been positively 
contributed by the Navy's APIP to be assessed 
by the Leader.  

c. Performance indicators, namely: a routine task 
implementation; b additional assignment; c 
discuss the improvement of the organization 
and the willingness to carry out tasks more 
than specified; d willingness to give a positive 
image of the organization; e willingness to 
help; f willingness to inform relevant matters; 
and g the ability to maintain good behavior;  

d. Grid of Performance Instruments, Item 
questions with 5 alternative answers: A = 
Always; O = Often; S = Sometimes, R = 
Rarely; N = Never. The statement is worth A 
= 5; O = 4; S = 3, R = 2; N = 1.; 

e. Validation Testing and Instrument Reliability 
calculations Performance variables. Test the 
validity of the instrument, Pearson Product 
Moment correlation test and Reliability Test 
Instrument performance research, by looking 
at the Alpha coefficient (Cronbach Alpha), 
using SPSS software version 22.  

 
Organizational Culture Variable 

a. Conceptual definition, organizational culture 
is a system of values that are believed, 
understood, agreed upon, and applied to all 
employees / personnel to know the 
relationship between rules, norms, and shared 
values; 
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b. Operational Definition, Organizational 
Culture is the perception of APIP on 
organizational cultural values closely related 
to the rules, norms, and values shared by the 
Navy's APIP.  

c. Indicators of organizational culture: a) main 
value of the agency (discipline and 
efficiency); b) agency norms (ethics and scope 
of work); c) Agency Regulations (Job 
orientation and work implementation 
instructions);  

d. Instrument Grid, Item questions with 5 
alternative answers: SA = Strongly agree; A = 
Agree; NO = No opinion, D = Disagree; SD = 
Strongly disagree. Statements worth SA = 5; 
A = 4; NO = 3, D = 2; SD = 1.; 

e. Validation Testing and Instrument Reliability 
calculations Performance variables. Test the 
validity of the instrument, Pearson Product 
Moment correlation test and Reliability Test 
Instrument performance research, by looking 
at the Alpha coefficient (Cronbach Alpha), 
using SPSS software version 22.  

Analysis techniques, Using data analysis with 
descriptive statistical analysis and inferential 
statistics. Statistical hypothesis, Based on the 
research hypothesis, statistical hypotheses can be 
formulated, namely, Organizational Culture (X) has a 
direct effect on performance (Y). 

 
H0 : βy1 ≤ 0 ; H1 : βy1 > 0 

4 ANALYSIS 

Discusses the results of research which includes a 
description of the data in each research variable, 
testing requirements analysis, testing the research 
hypothesis, and discussing the results of the study and 
the limitations of the study. Descriptions of Research 
Data, Data collected in this study are data from four 
variables, including Performance (Y) as Endogenous 
variable, Organizational Culture (X), as Exogenous 
variables.; 1. Performance (Y), Using 96 respondents 
of the study, before the research was carried out the 
test items were first conducted to 30 respondents by 
giving 30 questions, but 28 valid results were 
obtained.; 2. Organizational Culture (X), Using 96 
respondents, before the research was carried out the 
test items were first conducted to 30 respondents by 
giving 30 questions, but there were 27 valid 
questions.  

Before the data is analyzed further, to test 
hypotheses based on existing data, several test 

requirements for analysis need to be conducted. 
Testing the analysis requirements for path analysis is 
the relationship between variables in the model must 
be linear, so that the regression equation meets the 
analysis requirements.;  

Normalization Test, regression estimation error 
test Y over X produces the maximum Lcount price of 
0.0864 while Ltable at the level of α = 0.05 obtained 
at 0.0904 turns out that Lcount < Ltable or 0.0864 < 
0.0904. Thus, it can be concluded that the estimation 
error Y on X is normally distributed. 

Regression Significance Test and Linearity and 
Correlation Test, produced as follows: a. Regression 
Equations Performance of organizational culture Y = 
60.758 + 0.545 X, obtained Fcount = 59.564. While 
Ftable at α = 0.05 and dk = 1/94 obtained 6.90, so 
Fcount > Ftable or 59.564 > 6.90 Thus, it can be 
stated that the regression coefficient is very 
significant; b. Linear test results, obtained Fcount = 
1.160 After confirming the Ftable at α = 0.05 with dk 
= 32/62 obtained 1.58 it turns out Fcount < Ftable or. 
1.160 < 1.58 thus, it can be concluded that the 
regression equation is linear. c. Correlation 
coefficient ry1 = 0.623, ttest obtained tcount = 7.722 
while ttable at α = 0.01 and dk = 94 obtained 2.367 
Thus tcount > ttable or 7.722 > 2.367, so that the 
correlation coefficient is significant.  

Path coefficient calculations, Conduct path 
analysis, by explaining in advance explained about 
the relationship between variables in diagrammatic 
(path diagram) whose shape is determined by 
theoretical propositions derived from a particular 
frame of mind and the formulation of research 
hypotheses. Hypothesis testing, Effect of 
Organizational Culture on Performance, Hypothesis 
states that Organizational Culture has a direct effect 
on Performance. Statistical hypothesis: Ho: βy1 ≤ 0; 
H1: βy1 > 0 

The Organizational Culture path coefficient has a 
direct effect on Performance of ρy1 = 0.430, then a 
significance test is performed with the ttest. The ttest 
calculation results obtained tcount = 4.892 while 
ttable = 2.367 at α = 0.01 for dk = 94 so that tcount > 
ttable or 4.892> 2.367, then reject H0 or accept H1, 
path coefficient ρ1 significant. Thus Organizational 
Culture has a positive effect on Performance. 

5 RESULTS 

There is Organizational Culture directly influencing 
Performance. Based on the analysis, Organizational 
Culture gets contribution from the highest 
disciplinary indicators while contributing to the 
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lowest work orientation indicators and, Performance 
gets the highest indicator of additional task 
implementation, while the contribution of indicators 
gives the lowest chance of self development. 
According to Colquitt Jason A, etc (2009: 546), 
organizational culture is closely related to rules, 
norms, and values shared by employees. According to 
Fred Luthan (2011: 83), Some of the important 
characteristics of organizational culture are observed 
behavioral regularities, norms, dominant values, 
philosophy, rules, and organizational climate.  

Based on this explanation, it can be concluded that 
the results of this study support previous findings 
about the direct influence of organizational culture on 
performance. 

6 CONCLUSIONS 

Organizational Culture has a direct effect on 
Performance. This shows that the Organizational 
Culture is well run so it will lead to increased 
performance. Implications, Organizational Culture is 
enhanced by spurring discipline, efficiency, ethics, 
scope of work, work orientation and work 
implementation instructions, it will result in 
improved APIP performance in the Navy, suggestion, 
To increase APIP Performance in the Navy, the 
Leader conducts selection of APIP candidates, after 
being APIP refresher is needed in the form of training 
to determine the extent of the development of rules 
and references used, the opportunity is adjusted to the 
schedule to avoid the same time as supervisory 
activities. 
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Abstract: This study is an evaluative research, aiming to describe the performance of the regional ELECTION 
COMMISSION in carrying out simultaneously election socialization program in Karawang district. The 
research uses a qualitative approach, with the method using evaluation model from Discrepancy Evaluation 
Model (DEM) model developed by Malcolm Provus.The place of study in Karawang. The data collected 
using the methods of observation, documentation and interviews, where the results of the validation of the 
instrument is carried out with the method of triangulation. Analysis of the evaluative basis by using DEM 
model. The research show: (1) Results of evaluation and analysis of the design components of the 2015 
simultaneous Pilkada socialization program are accordance with the regulation and law Number 1 Year 
2015 concerning Election of Governors, Regents, and Mayors. (2) Results of evaluation and analysis of 
installation components to support the 2015 simultaneous regional socialization program. KPU Karawang 
need a Mastery of Material, they did a number of things in an effort to master the material related to local 
elections simultaneously, the effort was carried out through the dissemination of information related to 
simultaneous local elections conducted in Karawang Regency. (3) Results of evaluation and analysis of 
implementation components are still less from the expectation. both in terms of quality and quantity. (4). 
The observation results illustrate that the socialization media is still not reliable. 

1 INTRODUCTION 

The democratic system as applied in Indonesia is 
known that the people have an important role in the 
affairs of the state (Akbar, 2016), this gives an 
opportunity for the people of Indonesia to give their 
participation in political activities. The Pilkada was 
carried out in realities where the simultaneous 
elections were followed by 9 (nine) elections for the 
Governor and Deputy Governor, 36 (thirty six) 
elections for the Mayor and Deputy Mayor, 224 (out 
of twenty-four) elections for the Regent and Deputy 
Regent. Whereas in West Java which has a dense 
population in the title 7 (seven) regional and district 
head elections. These areas are Depok City, 
Sukabumi Regency, Cianjur Regency, Bandung 
Regency, Indramayu Regency, Pangandaran 
Regency and Karawang Regency (Chaniago, 2016). 
The Karawang regency is a regency that has a large 
number of voting rights, namely 788,935 male 

voters, 774,347 female voters, with a total of 
1,563,282 select people, with 30 PPK and 2628 
polling stations. 

The amount of voting rights placed Karawang 
regency has the potential for conflict, the potential 
for such conflicts due to the number of candidate 
pairs participating in the elections in Karawang 
Regency is relatively large where there are 6 (six) 
candidate pairs. As for the population, Karawang 
occupation has a heterogeneous population, which 
allows conflict between supporters at the time of the 
elections. Confirmation of the vulnerability of 
conflict in the elections in Karawang was confirmed 
by the Chief of Police at the time when Karawang 
District was mapped as a conflict-prone area in the 
implementation of 2015 Regional Head Elections in 
West Java Province(Adjats, 2015). Interestingly, the 
election results show that there is no meaningful 
conflict in the simultaneous regional elections in 
Karawang Regency, while the problem is the 
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unoptimal voter participation rate. Data from the 
Regional Election Commission of Karawang 
Regency stated that the level of community 
participation was 1,044,416. (66.80%) in the Regent 
and Deputy Regent of Karawang District Election. 
This legitimate vote number shows that there is still 
a low level of public awareness in Karawang 
Regency in using political rights and voter turnout.  

Some of the problems related to the simultaneous 
socialization of 2015 Election in Karawang Regency 
in reality hinder at each stage of the elections which 
of course needs to be overcome by evaluating the 
implementation of simultaneous election 
socialization programs in Karawang Regency. The 
research is important to do in order to provide 
concepts / models regarding the simultaneous 
election socialization program that is ideal in 
Karawang Regency. 

Based on the description of the background 
above, the focus of the research is formulated on 
several things as follows:  
1. What is the design component of the 2015 

simultaneous election socialization program? 
2. What is the availability and quality of the 

components of the installation of the 2015 
simultaneous local election socialization 
program? 

3. What are the components of the implementation 
of the 2015 simultaneous Pilkada socialization 
program? 

What are the components of the 2015 
simultaneous local election socialization program? 

2 THEORICAL FRAMEWORK 

Program evaluation is a systematic method for 
gathering, analyzing, and using information to 
answer questions about projects, policies and 
programs specifically about their effectiveness and 
efficiency (Wirawan, 2011). In both the public and 
private sectors, stakeholders often want to know 
whether the program is in funding, the 
implementation of the activity process can be 
accepted or rejected with the desired results and 
level of influence and power. While the first 
program evaluation focuses around this definition of 
the effect under consideration. Questions about the 
budget efficiency of each program, how the program 
can be improved, is this program valuable and 
meaningful, are there better alternatives, if there are 
unwanted results, and whether there are appropriate 
and useful goal programs Likewise evaluation helps 
to answer these questions useful for evaluators and 
stakeholders.(Creswell, 2009)  

There are various models of evaluation research 
proposed by evaluation research experts. The models 
compiled by these experts are used as guidelines for 
systematically evaluating a program and each model 
has a different approach. Each of these models has 
its own advantages and disadvantages, so it cannot 
be noted that this model is better than others, but 
adjusted for the needs needed in the study. 
According to Fitzpatrick et al(Fitzpatrick, Sanders 
and Worthen, 2004). Provide a category for each 
evaluation model that shows that evaluation 
activities refer to: 
a. Purposes-based evaluation approach; 
b. Management-based evaluation approach; 
c. Client / service user based evaluation approach; 
d. Expertise-based evaluation approach; and  
e. The evaluation approach is based on 

participation in the program. 
Simultaneous elections are far more efficient. 

One important aspect that is considered in the 
implementation of general elections is time and 
budget efficiency. Based on this, a system needs to 
be created so that elections are only carried out in 
one round, but by still taking into account the 
legitimacy aspects of the elected regional head 
candidates. Based on this, the Law stipulates that the 
candidate pairs who get the most votes are 
determined as the elected candidate pair.  
 
Definition of Political Socialization 
Political socialization is "the study of developmental 
processes in which people of all ages and 
adolescents acquire cognition and knowledge about 
politics, attitudes, and behavior".(Powell and 
Cowart, 2017) This refers to the learning process in 
which norms and behaviors that can be accepted for 
the political system that run by being transmitted 
from one generation to another. This is a result that 
individuals are promoted into political culture and 
their orientation towards political objects is 
formed.(Ruhela, 2003) 

 
a. Purpose of Simultaneous Local Election 
The purpose of the simultaneous regional election is 
the creation of effectiveness and efficiency(Akbar, 
2016). The budget saving point arises when the KPU 
finances the fees for TPS officers because in the 
Governor election, together with the election of the 
Regent or Mayor, the financing for TPS officers 
only needs to be paid once including the cost of 
technical guidance, socialization costs, and other 
costs of financing one election times. Concurrent 
elections also had a positive impact on the party. 
The party has time to take care of its constituents 
because it is not bothered to have to prepare for 
elections every time like now. Simultaneous 
elections will also encourage the party to work 
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seriously in winning the hearts of voters. If their 
performance is not good, voters can punish them in 
the next election.  

 
b. Legal Basis for Socialization of Local Election 

and Position of Simultaneous Local Election 
Article 5 paragraph (1) of Law Number 8 of 2015 
concerning Amendment to Law Number 1 of 2015 
concerning the Establishment of Government 
Regulations in lieu of Law Number 1 Year 2014 
concerning Election of Governors, Regents and 
Mayors as Laws stipulating that Elections are held 
through 2 (two) stages, namely the preparation and 
implementation stages. In paragraph (2) describes a 
number of stages of simultaneous regional elections, 
namely: 2) Preparation stages as referred to in 
paragraph (1). The evaluation model used in this 
study is the Discrepancy Evaluation Model (DEM) 
model developed by Malcolm Provus.(Wirawan, 
2011)  

The steps taken in the gap evaluation model 
include processes a). Approve standards, b). 
Determine whether there is a gap between the 
appearance of the program and the standard 
implementation program that has been set, c). Use 
gap information to determine the attitude of whether 
to improve, improve or stop the program or just a 
few aspects. Extracting gaps on the display of 
program implementation in the field will go through 
benchmarking steps with established standard / 
program criteria. The process of comparing each 
step experiences rotation as shown in the chart 
below: 

The figure above shows that S is the standard / 
program criteria, P is the display of program 
implementation in the field, C is the comparison of 
standard / program criteria with the appearance of 
program implementation in the field, D is the gap 
information, and A is the change of new program or 
program standard actions. 

3 RESEARCH METHOD 

This study aims to explain the mismatches that 
might occur in the implementation of the program of 
disseminating the Regional Head Elections (Pilkada) 
Simultaneously in Karawang Regency in 2015. 
Research Evaluation of the Implementation of the 
Socialization of Regional Head Elections (Pilkada) 
Program in Karawang Regency in 2015 using the 
post paradigm -positivism. 

Analysis of the data on the Evaluation of the 
Implementation of the Program for the Promotion of 
Simultaneous Regional Head Elections (Pilkada) in 
Karawang Regency in 2015 is the process of 

compiling and combining data into patterns, themes, 
categories.(Creswell, 2009) Whereas the 
interpretation of the Evaluation of the 
Implementation of the Socialization of the Regional 
Head Election (Pilkada) Program in Karawang 
Regency in 2015 aims to give meaning to the 
analysis, explain patterns or categories, and look for 
relationships and interpretations between concepts. 

4 RESULT 

Results of evaluation and analysis of the design 
components of the 2015 simultaneous Pilkada 
socialization program. 
a. Juridical Platform Design Program 
1) The legal basis for simultaneous election 

socialization in Karawang Regency is based on 
the mandate of the Law of the Republic of 
Indonesia Number 1 of 2015 Concerning the 
Establishment of Government Regulation in 
Lieu of Law Number 1 Year 2014 concerning 
Election of Governors, Regents, and Mayors.  

2) The design of the level of conformity of the 
socialization rules with the conditions / 
characteristics of the area can be seen that there 
are conformity rules in the types of socialization 
practices.  
Results of evaluation and analysis of installation 
components to support the 2015 simultaneous 
regional socialization program. 

b. Mastery of Material 
1) KPU Karawang Regency did a number of things 

in an effort to master the material related to 
local elections simultaneously, the effort was 
carried out through the dissemination of 
information related to simultaneous local 
elections conducted in Karawang Regency. 
Information dissemination is carried out through 
various methods such as sending letters 
containing various notices about the material, 
up to face-to-face through technical guidance 
conducted at the KPU Office in Karawang 
Regency.  

2) Installation carried out by KPU Karawang 
Regency in increasing the mastery of material to 
the implementers of PPK and PPS is 
constrained by a variety of educational 
backgrounds and the quantity of experience they 
have. Technical counseling and guidance are 
still constrained by the amount of counseling 
and technical guidance. For more details, the 
following are the number of installations in 
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increasing mastery of materials to PPK and 
PPS: 

 
Table 1: Types of Socialization in efforts to 
Strengthen Material to KDP and PPS in Karawang 
Regency 

No Type of 
Strengthening 
Media 

Description 

1. Training All officers 
2. Technical Guidance All officers 
3. Seminar Community 
4. FGD Community 

Leader 

3) Support training / guidance for the implementor. 
The training / guidance support of the 
implementor was carried out to PPK and PPS, 
but based on observations it was seen that in 
fact not all PPK and PPS received direct 
training and guidance by KPU Karawang. 

 
Table 2: Quantity of Activities in efforts to 
Strengthen Material to PPK and PPS in Karawang 
Regency 

No Sedcription Quality Trainning Activitie 
1. PPK Held 10 times 
2. PPS Held 15 timesli 

c. Socialization Media 
1) Flow of selection of media installations is 

carried out through the KPU and Bawaslu 
working meeting in Karawang Regency 
regarding several alternative media to be 
chosen. The choice of media flow is determined 
through the level of need and availability of 
funds contained in the KPU of Karawang 
Regency. The other considerations are related to 
the large area of Karawang Regency which of 
course the selection of socialization media has 
been adapted to the media's ability to inform the 
simultaneous local election in Karawang 
Regency. 

2) Networking of socialization media in rural areas 
was chosen in accordance with the conditions of 
media availability in various sub-districts and 
villages in Karawang Regency. This installation 
is very concerned about the capabilities of 
media facilities and infrastructure and 
information needs of the community, especially 
studies on community participation in previous 
elections. Networking media is in accordance 
with the pockets of voters who have not 
exercised their right to vote in the previous 
elections and this is where the media network is 

strengthened by the KPU of Karawang 
Regency. 

3) The results of the observation show that the 
installation on the intensity of the socialization 
media is limited and only focuses on the 
substantive matters, this occurs because it is 
constrained by the limited budget for 
socialization with the limited budget ceiling.  

 
Table 3: Socialization Media Intensity 

No Type of 
Socialitation 

Intensity Number 

1. TV Ads None 
2. Radio Ads 2 times 
3. Billboards 5 pieces 
4. Banner 344 pieces 
5. Phamphlet 6040 sheets 

Based on the table above, it can be explained 
that the socialization held by the Karawang 
Regency Election Commission was not optimal. 
Constraints seen: first, lack of maturity of 
socialization planning in the Karawang Election 
program. Second, limited human resources. 
Third, coordination between institutions is the 
main obstacle to lack of optimal socialization. 
The four budget allocations, scheduling budget 
cuts. 

4) The observation results illustrate that the 
socialization media is still not reliable because it 
only focuses on the election schedule, not to the 
essence of the importance of using voter voting 
rights. 

d. Fund Mangement 
1) The level of availability of funds with needs in 

the field based on interviews does not meet 
various socialization needs.  

2) Transparency of the use of funds in the 
socialization of elections is still not transparent 
where publications of the use of funds to the 
public as supervisors of socialization have not 
been conducted. 

3) Accountability for the use of funds is only 
normative, this is seen from the existence of a 
budget that is deemed not in accordance with 
the conditions in the field. 

 
e. Infrastructure arrangements 
1) Conformity of facilities and infrastructure to the 

needs in the field. The suitability of facilities 
and infrastructure to the needs of socialization 
in the field is still constrained by the budget, 
facilities such as banners are so limited and in 
fact there is no even distribution, not even every 
village has banners regarding regional elections. 
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2) Quality of facilities and infrastructure. The 
quality of facilities and infrastructure is not 
good enough, there are still facilities and 
infrastructure far from the standard and even 
means of damaged banners due to the quality of 
the material and the ink banners that are not of 
good quality. 

3) Quantity of facilities and infrastructure. 
Quantias facilities and infrastructure are still 
limited, especially regarding vehicles, 
personnel, up to materials on banner, billboards 
and some socialization events such as seminars, 
workshops, training and simulations. 

4) Maintenance of facilities and infrastructure. 
Maintenance of facilities and infrastructure is 
relatively not carried out considering that the 
current issue will be different from the issue of 
the next activity, however, for certain media 
facilities such as computers etc. it is still an 
asset of the Karawang Regency Election 
Commission. 

5) Results of Evaluation and Analysis of the 
Implementation Components of the 2015 
Simultaneous Local Election Socialization 
Program. 

f. Election Program Socialization 
1) The level of participation of constituents on 

socialization activities is still limited and there 
are even several points of dissemination that are 
not fulfilled. 

2) Number of socialization points. The number of 
points of socialization can be seen in the 
following table: 

 
Table 4: Socialization Media Quantity 

No Kind of 
Socialization 

Frequency 

1. Seminar 3 Location 
2. Workshop None 
3. Training Every Mounth 
4. Simulation  Voting 

 Introduction of 
TPS 

 List Voter
Based on the table above, it can be explained that the 
simultaneous dissemination of local elections carried 
out by the Karawang Regency Election Commission 
is far from being detected. 
3) Form of socialization. Forms of socialization of 

seminars, workshops, training and simulations. 
g. Administration of Results of the 2015 

Simultaneous Local Election Program 
Socialization. 

1) Administration system of socialization. 
Administration of socialization is generally 
planned, tailored to the needs or aspirations of 
the community. However, this fact has a lack of 
preparation so that preparation is considered 
minimal which has implications for results that 
are not optimal. 

2) Accuracy of administration. Accuracy of 
administration in the socialization program is 
still problematic, this is related to several 
administrative requirements that have not yet 
been fulfilled, especially related to some 
evidence of budget expenditure. 

3) Administrative compliance with rules is still not 
optimal where there is a shift in administration. 
The point is that the administration is done after 
the event is done, even though the 
administration must be at the beginning and at 
the end of the socialization event (after the 
event as a report). 

h. Conduct Monitoring and evaluation, as well as 
the Implementation of the 2015 Simultaneous 
Local Election Socialization Program. 

1) Compliance with reports with rules. In the 
accountability report there are still discrepancies 
related to some operational expenditure that 
have not been proven in detail. This is because 
the administration process is still manual. 

2) Clarity and detail of the report. There is still no 
clarity regarding the details of the accountability 
report for the socialization event. 

i. Provide feedback on the incompatibility of the 
2015 Simultaneous Local Election Socialization 
Program. 

1) Responsiveness to problem solving. 
Responsiveness to solving socialization 
problems is still felt to be lacking, this is evident 
in the accountability report on election 
socialization that has not been corrected as 
detailed as the ceiling rules. 
Reliability of problem solving is still not 
resolved where it can be seen from the 
inefficiency of election socialization in several 
points so that the participation of constituents is 
so far from the target. 

5 CONCLUSIONS 

Based on the evaluation, analysis and discussion of 
the results of the study can be concluded as follows: 

First, the component of the design of the election 
for socialization simultaneously in principle has 
been in accordance with the rules as in the Law of 
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the Republic of Indonesia Number 1 of 2015 
concerning the Establishment of Government 
Regulations in Lieu of Law Number 1 of 2014 
concerning the Election of Governors, Regents, and 
Mayors. As for this rule, it can be seen that KPU in 
Karawang Regency, PPK and PPS are actors as 
instruments of socialization, the findings show that 
this foundation does not yet have a design that 
explicitly regulates the preparatory stages related to 
simultaneous local elections, this results in 
unpreparedness of the Karawang Regency KPU in 
applying socialization because juridical rules are too 
general. The design of remembrance of the 
understanding of the constituents of the 
simultaneous local election against voters is done 
through the design of forms of socialization. The 
design of this socialization is related to the efforts of 
KPU Karawang Regency to socialize information to 
the needy constituents. The socialization design was 
carried out in all the points divided into sub-district 
centers in the Karawang regency area. The findings 
illustrate that this design is still focused on what is 
done, but not paying enough attention to how this 
design is relevant to what is owned such as human 
resources, budget and means of parasana KPU 
Karawang Regency. 

Second, the installation component in 
simultaneous regional elections in Karawang 
Regency is constrained by the mastery of the 
material from PPK and PPS where PPK as a very 
law has the obligation to socialize the election. In 
addition to the socialization program, which only 
focused on billboards and banners, the mandate of 
the law such as seminars, workshops and training 
was only limited and focused in the city center. The 
reason behind this is the limited funds and 
infrastructure owned by the Karawang regency 
KPU. 

Third, the component of the implementation of 
pikada socialization is still experiencing various 
problems such as administration that are still 
conventional in nature, the accountability report is 
still not detailed related to the use of the budget. In 
addition, the focus of the dissemination was only on 
the candidate pairs and the date of the pilakda, even 
though as research findings needed political 
education such as the importance of using voting 
rights by the constituents. 

Fourth, components of results in Pilakada can 
still be said to be not optimal, this is seen from the 
number of voters who do not do breakthroughs (still 
above 30%). But on the other hand the absence of 
conflict from the candidate pair including the lawsuit 

is an achievement in itself for the performance of the 
socialization of KPU Kabupaten Karawang. 
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Abstract: The rationale of this research is to form consumer behavior model in purchasing in online shop or store 
among student in Medan Indonesia. This research conducted is to understand consumers’ intention to using 
online applications; it also explores the intervening effect of intention on Consumer behavior. The purpose 
of this study is to build an online purchase model for university students in Medan. The subject of his study 
is student of Faculty of Social Science and Politics (FISIP), Muhammadiyah University of North Sumatra 
(UMSU) who uses online application to buy in online store. This study was conducted using a sample of 
216 respondents that uses online applications to buy products. Students will change from conventional 
stores to online stores if the online store application is useful and easy to use. 

1 INTRODUCTION 

In recent years  retailing industry in Indonesia has 
grow very rapidly and  have pushed expansion into 
new channels of shops base on internet in an effort 
to to create new customers and more consumers 
embrace the internet it seems a natural expectation 
and assumption that this channel will be the next 
market to come. Technological advancement for 
information flows make communication technology 
more widely used. Technology continues to grow so 
rapidly that distance and time seem to no longer be 
obstacles in communicating.  

One of the things that are currently a trend is 
internet and electronic based activities. This 
electronic-based activity is certainly very helpful for 
human activities. The dimensions of space and time 
are no longer a problem. In addition, the data 
processing process is faster and more efficient. The 
availability of various electronic items ranging from 
cell phones, pagers, tablets and laptops have 
becoming cheap accusable to the public. 

The facilities obtained by students, especially in 
passing internet access, have shown remarkable 
progress. Every campus has access to wifi and a 
wired network and almost every student now has a 

mobile device or other gadget. Besides that cellular 
prices or other electronic goods are not as expensive 
as they used to be. This encourages students to have 
these tools, both for communication and buying 
products online. 

Based on data from the Ministry of 
Communication and Information of the Republic of 
Indonesia (https://kominfo.go.id/), internet growth in 
Indonesia is increasingly experiencing rapid growth. 
In 2017, it was noted that internet penetration in 
Indonesia reached 112,000,000 million active users 
out of the total population of 262,000,000. 
(https://bps.go.id/). 

With the continuous increase in the number of 
people towards the internet, the increase in the 
number of consumers who will shop online will 
occur. This also means that online transaction 
business activities will shift traditional markets. The 
growth of the internet is driven by the better use of 
its facilities, access costs are getting cheaper and the 
most important thing is the increasing amount of 
information and entertainment. 

Effendi, I., Miftahuddin, Musika, M. and Pranata, G.
Analysis of Student Behavior on using Online Store in Medan, Indonesia.
In Proceedings of the 1st Unimed International Conference on Economics Education and Social Science (UNICEES 2018), pages 289-294
ISBN: 978-989-758-432-9
Copyright © 2020 by SCITEPRESS – Science and Technology Publications, Lda. All rights reserved

289



 

2 THEORETICAL FRAMEWORK  

According to Kotler and Keller (2012) purchasing 
decisions are influenced by basic psychology which 
plays an important role in understanding how 
consumers make their purchasing decisions. Every 
person who wants to make a purchase will usually 
first choose what is good and according to their 
wishes before deciding what they will buy. They 
will choose according to the character and inner 
satisfaction that will be obtained later. With the 
increasing popularity of the internet and e-
commerce, the problem of buying internet users has 
become one of the most popular studies in the field 
of consumer behavior. (Wang, 2018).  

In other words, consumer behavior involves the 
thoughts and feelings they experience and the 
actions they take. Consumers need careful thinking 
in making purchasing decisions by comparing 
products that suit the needs and desires of these 
consumers. In addition, consumers take purchasing 
decisions based on the nature that is in them, one of 
them is a feeling of wanting to be appreciated, 
respected, and to meet their needs and desires. 

The Technology Acceptance Model (TAM) is 
one of the models built to analyze and understand 
the factors that influence the acceptance of the use of 
computer technology which was first introduced by 
Fred Davis in 1986 (Brown, Venkatesh dan Goyal, 
2011). TAM is a derivative of the Theory of 
Reasoned Action (TRA), which is more formerly 
developed by Fishbein and Ajzen in 1980.  

With the increasing popularity of the internet and 
e-commerce, the problem of buying internet users 
has become one of the most popular studies in the 
field of consumer behavior (Bertrand, Manon dan 
Bouchard Stéphane, 2008). With the understanding 
of relevant mechanisms in contributing in view the 
influencing factors to influence consumers. Research 
based on the Technology Acceptance Model (TAM) 
and Information Adoption Model (IAM) is 
representative, valuable and practical. 

Bashir's (2012) study shows that online shopping 
is increasingly popular among young people because 
they feel more comfortable, save time and are 
comfortable, when consumers make the mind to buy 
electronic goods online which are influenced by 
several factors. The main important factors 
identified are time savings, best prices and ease of 
use. Yu, Liu, and Yao, (2003) modified the 
technology acceptance model to include wireless 
systems under study by adding trust in wireless 
system.  

In developing countries like Indonesia, 
confidence in the information system network is still 
very low. Users are still afraid to use the system 
because they are often disconnected suddenly and 
the wifi network is still s low. This event can harm 
users of online purchases and discourage buyers 
from shopping online. Amoroso and  Hunsinger  
(2009) provides extensions to the original TAM by 
including constructs such as trust and privacy. 

Now the price of gadgets is very cheap. This low 
price encourages people to buy the product (Di 
Muro, and Murray, 2012). At present almost every 
student has a cell phone for their needs. With the 
cheapness of these phones, students can do any 
activities including buying products online. The easy 
and inexpensive way to get a gadget makes a 
number of Muhammadiyah University of North 
Sumatra (UMSU) students use smart phones. With 
the emergence of online stores in Indonesia, most 
students are interested in making online transactions 
to meet their needs. 
 
Hypothesis 
With a background of the problems that have been 
described, the research conducted has some 
formulation of the problem: 
1. Price of smart phone affect perceived usefulness 

among students. 
2. Perceived usefulness affect the intention to buy 

online among students of. 
3. Intention to buy online affects the actual buy 

online among students. 
 

 
Figure 1: Research Model 

 

3 METHODS 

Population is an area that consists of subjects who 
have certain qualities and characteristics set by 
researchers to be studied and then drawn conclusions 
(Sugiyono, 2010). The population in this study was 
526 students of Faculty of Social Sciences UMSU in 
Medan city as many as 526 people. Sampling in this 
study with probability sampling technique is random 
sampling using the Slovin sampling method with the 
total number of respondents in this study were 216 
students.  

The scale of consumer behavior used in this 
study uses a scale of changes in consumer behavior 

UNICEES 2018 - 1st Unimed International Conference on Economics Education and Social Science

290



 

based on the scale of Schiffman and Kanuk (2010). 
The things that were done in this study  i,e : conduct 
an initial interview with several students about 
things or problems that need to be raised for 
research, collect information including those in the 
form of data and theories that explain the sundries in 
the issues raised. The review of the information then 
produced a number of descriptions of the problems 
related to the development of the study and prepares 
a variable measurement scale. 

Data analysis is done using path analysis. Path 
analysis or path analysis is used to analyze patterns 
of relationships between variables (Sani & 
Maharani, 2013). This model aims to determine the 
direct and indirect effects of a set of (exogenous) 
variables on variables (endogenous). This analysis is 
assisted with the help of LISREL 8.5 software. 

Model fit test is to test the degree of fit between 
the data model, validity and reliability, the 
measurement model and the significance of the 
structural model. Match test and value limit that 
shows a good fit level for each Goodness Of Fit 
(GOF)) can be summarized as follows:: 
1. p-value :  p-value ≥ 0.05 consider good fit 
2. IFI : Incremental Fit Index . IFI ≥ 0.90 is good 

fit, 
3. AGFI : Adjusted Goodness of Fit Index, AGFI 

≥ 0.90 is good fit, 
4. Std.Root Mean Square Residual (Str. RMR): 

Average residuals between matrices (correlation 
and covariance) observed and estimation results. 
Standarized RMR ≤ 0.05 is good fit. 

5. Root Mean Square Error of Approximation 
(RMSEA): the average difference in degrees of 
freedom expected to occur in a population and 
not in a sample. RMSEA ≤ 0.08 is good fit, 
while RMSEA <0.05 is close fit. 

6. Comparative Fit Index (CFI): values range from 
0-1, with a higher value is better. CFI ≥ 0.90 is 
good fit, while 0.80 <CFI 

7. Goodness of Fit Index (GFI): values ranging 
from 0-1, with a higher value is better. GFI> 
0.90 is good fit, while 0.80 <CFI 

 
Furthermore, to see the level of consistency or 

stability of a measuring instrument or construct. The 
concept of reliability is in line with construct or 
qualitative validity. Valid constructs are certainly 
reliable, whereas reliable constructs are not 
necessarily valid. And measuring devices are called 
reliable when the instrument in measuring a 
symptom at different times always shows the same 
results. 

Validity is the main criterion for scientific 
research. Validity indicates whether the research 
results can be accepted with certain criteria. 
Questionnaire item validity is used to measure 
accuracy and accuracy in an item in measuring what 
is measured. Valid items are indicated by the 
correlation between items against total item scores. 
To determine the feasibility of an item is to test the 
significance of correlation coefficient at a 
significance level of 0.05 which means that an item 
is considered valid if it has a significant correlation 
to the total item score. 

4 RESULT AND DISCUSSION 

This research was conducted on students of the 
Faculty of Social Sciences and Politics (FISIP) 
Muhammadiyah University of North Sumatra 
(UMSU) class of 2017, located at Jalan Kapten 
Mucthar Basri No.3, Medan, Indonesia. The number 
of samples comprise of  216 respondents.  The 
samples consist of 55% women and 45% men. 
Respondents aged varied from 20-30 years old and 
almost all of them do not have jobs and have fixed 
income.  
 
Reliability Test 
Measuring the reliability is through the test model 
fit. This evaluation is carried out on each 
measurement construct or model (the relationship 
between a latent variable and several variables 
observed separately through evaluation of validity. 
 

Tabel 1: Standard Loading Faktor (SLF) of  
Variables 

Construct Value  t Conclusion 

X11 
X12 
X13 

9.91 
6.51 
7.38 

Accepted 
Accepted 
Accepted 

X21 4.87 Accepted 
X22 5.60 Accepted 
X31 8.87 Accepted 
X32 10.90 Accepted 
X41 5.99 Accepted 
X42 8.04 Accepted 

The results of measurement and evaluation of 
reliability of the variables showing variables have 
accepted conclusions. Thus variables can be used in 
research here.  
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Validity 
Evaluation of the validity of the measurement model 
shows a standard factor load (Standard Loading 
Factor, SLF). The measurement model has Accepted 
validity because the Standard Loading Factor is 
SLF> 0.5 (Igbaria,, Guimaraes, and Davis, , 1995).  
 
Tabel 2: Variance Extracted, Reliability Model 
Stability Alienation 

Variables 
Variance 
Extracted 

Validity 

Price of smart 
phone (X1) 0.64 Accepted 
Perceived 
Usefulness 
(X2) 0.57 Accepted 
Intention to buy 
online (X3) 0.53 Accepted 
The actual buy 
online (X4) 0.58 

Accepted 

 
Analisis Data 
Structural Equation Modeling (SEM) is used as a 
confirmation technique for a model, the model must 
be determined correctly based on the type of 
analysis that is examined in the end the researcher 
attempts to confirm the model. To build the correct 
model using two kinds of variables, namely 
exogenous and endogenous variables. Exogenous 
variables can be used in a graphical version of the 
model as the sending variable of the arrow, which 
indicates as a predicting variable a variable that is an 
endogenous variable. Endogenous variables are 
recipients of arrows in the model. 
 

 
Figure 2: Standard Solution Data Analysis 

 
After the standard solution measurement model, the 
next step is to analyze the structural model of the 
research model, this analysis relates to the testing of 
research hypotheses. The research hypothesis is 
accepted if the absolute number t value greater than 
1.96 with the coefficient sign is in accordance with 
the proposed research hypothesis. 
 

 
Figure 3: t-Value 

 

 
Table 3: Test Results for the Significance of 

Structural Model Research 

Hypothesis. 

Influence 
Between 
Latent 

Variables 

t-
Value 

Conclusion 
of 

Significance 
Test Results 

Hypothesis 
1 

Influence 
Price of 
smart 
phone  
(X2) 
toward 
Perceived 
usefulness 
(X1) 

5.15 H0 Rejected 

Hypothesis 
2 

Influence 
Perceived 
ease of 
use (X2) 
toward 
Intention 
to switch 
(X3) 

3.30 H0 Rejected  

Hypothesis 
3 

Influence 
Intention 
to switch 
(X3) 
terhadap 
Actual 
system 
use (X4) 

4.42 H0  Rejected 

The compatibility model is compiled by the models 
and the alternative models, where these alignment 
measurements compare the models made by 
researchers to be matched with other models. For 
this reason, we can see the Structural Model of 
Goodness of Fit Index (GOFI) as follows: 
 

Tabel 4: Goodness Of  Fit Index (GOFI) 

           
GOFI 

t-Value 
Standard  
Value for Good 
Fit 

Conclusion 

p-value 0.00123 p-value ≥ 0.05  Good  Fit 
RMSEA 0.072 RMSEA ≤ 0.08 Good  Fit 
AGFI 0.91 AGFI≥ 0.90  Good  Fit 
CFI 0.92 CFI ≥ 0.90 Good  Fit  
IFI 0.93 IFI ≥ 0.90 Good  Fit  
RFI 0.80 RFI ≥ 0.90 Bad fit  
Std. 
RMR 

0.064 Std. RMR ≤ 0.05 Bad fit 

GFI  0.95 GFI ≥ 0.90 Good Fit  
 

From the Goodness Of Fit Index (GOFI) table 
above, the structural model shows that the model is 
considered good because there is only two indicator 
of Goodness Of Fit Index (GOFI), namely RFI and 
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Std. RMR which are not good fit while p-value, 
RMSEA, AGFI, CFI, IFI, RFI, and GFI shows the 
good conclusion of the Goodness Of Fit Index 
(GOFI). 

At present, online store such as tokopedia, grab, 
gojek, bukalapak, traveloka etc. is indeed a trend 
among young people. The increase the number of 
online stores, make it easier for consumers to choose 
the preferred product.  But all that will not be 
realized if the student does not have the required 
equipment. The prices of affordable gadgets are 
important in realizing online purchases. The students 
in this study did not have permanent employment or 
had not worked so that they still relied on 
remittances from parents. Likewise the purchase of 
gadgets is also still very dependent on parents as 
well. 

According to students in this study, it has been a 
long time to have a smart phone, but the use of smart 
phones is limited to communication needs and using 
social media such as Instagram, Facebook and 
Instagram. After many online shops appear, then 
they try to buy products online. First time ordering 
online, they order food using go jek, and then start to 
go to other online stores like tokopedia, bukalapak, 
lazada and others. 

Consumer ability to buy smart phone is one of 
factor going online shopping. The usefulness of 
online store applications is a very important thing 
that must be considered. As the usefulness 
application of online store increases, and the 
consumers making decisions to become users of 
online store also increases as well. Variable buying 
intention online is also important in making online 
buying decisions. The decision to buy online must 
be based on strong intentions before actually buying 
online using an application. From the results of the 
study, this research model can be concluded that 
gadget price, perceived usefulness are the most 
important variable in the formation of intention to 
buy at online store. 

By using a gadget, it has an impact on student 
behavior in shopping because it is useful and fast. 
This has an impact on shopping patterns. Although 
the number of online purchases is still not dominant, 
it is estimated that the use of online applications will 
continue to increase along with the increasing 
perceived benefits. 

5 CONCLUSION 

The conclusion in this study as follow:  

1. There is a significant influence of price of smart 
phone on perceived usefulness in the change 
from a conventional store to an online store 
among students. 

2. There is a significant influence of usefulness on 
Intention to switch in the change from a 
storefront to an online store among students. 

3. There is a significant influence of Intention to 
switch to the Actual system use from the store 
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Abstract: This study aims to know how much the influence of cooperative learning method “Make a Match” on the 

mastery of Chinese language vocabulary of the pupils at Dr. Wahidin Sudirohusodo primary school. This 

study uses quantitative research method, a type of quasi experimental design, with pretest and posttest. The 

research sample consisted of 40 pupils for the experimental class and another 40 pupils for the control class. 

The hypothesis proposed of this study is that there is a significant influence on the mastery of Chinese 

language vocabulary. The data is collected through pretest, posttest, and learning outcomes test instrument 

from the book of Chinese language “lai xue xi hua wen”. The result of the uncorrelated sample t-test 

showed that the cooperative learning method “Make a match” had a significant influence on the mastery of 

Chinese language vocabulary. Data analysis using t-test shows the result of the experimental class posttest 

learning is 89,00 while the control class is 64,75. Thus the cooperative learning method “Make a Match” 

has a significant influence on the mastery of Chinese language vocabulary of the pupils at Dr. Wahidin 

Sudirohusodo primary school. 

1 INTRODUCTION 

Learning is a process of interaction between teachers 

and learners with learning resources in a learning 

environment that includes teachers and pupils 

exchange information. Learning is an effort or 

activity that is done so knowingly know or can find 

out something (Kurniasih, 2015). The results of 

learning activities is self-change, from a state of not 

knowing becomes know, from not doing anything 

into doing something. 

Learning method is the way that teachers used to 

convey lessons to the learners (Hamdayama, 2016). 

Learning method is the way that teachers used in 

making interaction with the learners at the time of 

teaching (Sudjana, 2005). There are several learning 

methods teacher used that can be divided into direct-

based learning methods, cooperative learning 

methods, problem-based learning methods, and 

contextual learning methods (Suprijono, 2010). 

One of the methods that is commonly used is 

cooperative learning methods. Cooperative learning 

is a type of learning methods where the pupils learn 

and do activities in collaborative in small groups of 

four to six members with the structure of the group 

is heterogeneous (Rusman, 2012). Cooperative 

learning is learning strategies which include the 

participation of the pupils in a small group for 

interacting (Nurulhayati, 2005). Thus the 

cooperative learning is a method of learning in 

which pupils are invited to participate or cooperate 

in small group of learning situation. 

In learning activities, a teacher should 

understand the learning method they used and 

customize it in teaching of a class. However most 

teachers at Dr. Wahidin Sudirohusodo Primary 

School still use lectures method in teaching language 

class. That makes the pupils become bored during 

the class and the results of the learning are not good. 

From 125 pupils in grade 4 who taking part on 

monthly assessment, there are only 10 pupils got 100 

marks and 27 pupils got the lowest mark of 20. 

Pupils only recite the subject matter without 

understanding them. 

In this study we use the cooperative learning 

methods where pupils are suggested to interact with 
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their classmates in learning Chinese language 

vocabulary. One of the cooperative learning methods 

used in this study is Make a Match learning method 

that uses cards as learning media to seek mates and a 

method which allows learners to be able to discuss 

and work together. 

This learning method Make a Match is expected 

to get the attention of the pupils so that they become 

interested and enthusiastic in learning so as to 

increase the confidence and good learning results. 

2 THEORICAL FRAMEWORK 

2.1 Learning 

Learning can be defined as systematic and deliberate 

efforts to create educational interaction activities 

between pupils (learners) and teachers (learning 

resources) in a learning environment (Sudjana, 

2005). Learning is aspects of a complex human 

activity, that can not be explained (Trianto, 2009). 

Learning is simply defined as the product of 

interaction between sustainable development and life 

experience. Learning in the meaning of the complex 

is a conscious effort of a teacher to get the pupils 

learn in order to achieve the learning goals. Based 

on the definitions above, learning can be defined as 

the process of learning and teaching in which the 

teacher provides an effective study program to make 

the pupils get learning experience in achieving the 

goals. 

2.2 Make a Match Learning Method 

The cooperative learning method is a learning model 

that is widely used and is of concern as well as 

recommended by experts of educators (Rusman, 

2012). This is in accordance with the results of the 

research conducted by Slavin (1995) that the use of 

cooperative learning method can improve the pupils 

learning and achievement while enhancing social 

relationships, fostering attitudes of tolerance, and 

respect for the opinions of others. 

Cooperative learning is a learning activity that 

uses the pattern of clusters of students learning to 

establish cooperation and interdependence in the 

structure of the task, purpose and rewards (Ibrahim, 

2003). The students work together in cooperative 

learning situations are encouraged to work together 

on a shared task and they had to coordinate their 

efforts to complete that task. 

There are several types of cooperative learning 

methods, although the basic principles of this 

method does not change: Student Teams 

Achievement Division (STAD), jigsaw, group 

investigation, make a match, structural model, and 

Teams Games Tournament (TGT). 

Make a Match was first developed by Lorna 

Curran in 1994 (Huda, 2014). The purpose of this 

method is to study the material, excavation material, 

and edutainment. Make a Match is one of 

alternatives that can be applied to students, starting 

from asking the students looking for a pair of cards 

which is the answer or question before the time limit 

and then students who obtain cards will be given 

points. One of the advantages of this technique is the 

student looking for a spouse while learning about a 

concept or topic in a fun atmosphere of learning. 

Make a Match is method of learning where 

teachers prepare some cards that contain questions 

or problems and prepare the answers then students 

looking for the partner cards (Suyatno, 2009). Make 

a Match can give the opportunity to students to 

cooperate with others (Lie, 2008). Make a Match is 

also a learning system that prioritizes the social 

ability cultivation of the ability to work together, 

especially the ability to interact and the ability to 

have critical think through a game looking for 

couples with assisted cards (Aziz, 2007). 

2.3 Learning Step of Make a Match 

Teachers must do some preparations before applying 

Make a Match in a class, they are: (1) make some 

questions related to the subject matter and then write 

them on the question cards, (2) list the answer keys 

from the questions before and write them on the 

answer cards, (3) create rules that contain awards for 

students who successfully answered and the 

penalties for students who failed to answer, and (4) 

provide a sheet to record pairs that successfully 

while scoring the presentation (Huda, 2014). 

The steps of learning Make a Match by (Huda, 

2014) are: (1) teacher delivers the lessons or gives 

assignment to students to study the lessons at home, 

(2) students are divided into two group and asked to 

face each other, (3) teacher distributes the question 

cards to the first group and the answer cards for the 

second group, (4) teacher instructs the students to 

find the pair of the card they have with the card from 

the other group in a time limit, (5) teacher asks the 

students to find their own pair and report to the 

teacher to be scored, (6) after the time limit, students 

who have not find the pair must gather in a group, 

(7) teacher asks a pair of students to present the 

cards while the other students give response about 

the pair of cards, (8) teacher lastly confirms the 
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answer about the presentation, and (9) let the next 

pair of students to present their pair of cards and so 

on. 

2.4 Words and Kinds of Words 

Word is the smallest part of a language that has 

meaning and can stand on its own (Suparto, 2003). 

Words as an important element or basic of 

structuring sentence have their respective functions 

in that sentence. Words in Chinese language can be 

classified into two parts, plus the word affixes like 

prefixes and suffixes (Semita, 2013). The kinds of 

words are: (1) concrete words such as nouns, verbs, 

adjectives, pronouns, (2) particles such as adverbs, 

prepositions, conjunctions, and (3) affixes such as 

prefixes and suffixes. 

3 RESEARCH METHOD 

3.1 Research Design 

This research is a quantitative research using an 

experimental approach with quasi experimental 

design, where there are two groups, each of which is 

chosen randomly. The first group was treated and the 

other group did not. The treated group was called as 

the experimental group while the group not treated 

was called as the control group. After being treated, 

the subject will be given a post-test. The post-test 

given is to see the learning outcomes of the subject 

after being treated and compared with the subject not 

being treated. The difference in post-test results 

between the experimental group and the control group 

shows the results of the treatment given. 

3.2 Population and Sample 

The population of this research is students of grade 4 

at Dr. Wahidin Sudirohusodo Primary School in 

total of 128 pupils which is divided into three 

classes. Due to the large number of population in 

this research, the simple random sampling is used by 

choosing two classes in total of 80 pupils as the 

sample of this research, consisted of 40 pupils for 

the experimental class and another 40 pupils for the 

control class. 

3.3 Research Instrument 

The instrument for this research is a test instrument. 

The number of test used is 20 questions that uses 

matching test type where students will be given a 

test containing questions and answers placed in two 

ways: the left lane in the form of questions and right 

lane in the form of answers. Matching test can make 

it easier for students to answer the questions because 

answers are already available, besides that it can 

train students’ memory, easy assessment, objective 

and can be trusted.  

3.4 Data Collection Procedures 

The data in this research is collected by doing 

several steps: (1) pretest, (2) treatment, and (3) 

posttest. The pretest is a given test to students before 

getting treatment to find out the students’ intake. 

The treatment here is a learning process to get the 

learning outcomes to be achieved. In control class, 

the lectures method is applied while in experimental 

class, the Make a Match method is applied. After the 

learning activities, a final test will be conducted to 

measure the success of learning. 

3.5 Validity Test 

Validity is a measure that shows the level of validity 

of an instrument (Kasmadi dan Sunariah, 2015). An 

instrument is said to be valid if the instrument can be 

used to measure what should be measured. There are 

several types of validity, namely construct validity, 

content validity, and external validity. In this 

research, content validity is used to compare the 

contents of the instrument with the subject matter 

that has been taught. Technically, testing content 

validity can be helped by using the instrument grid 

or instrument development matrix. 

3.6 Reliability Test 

Reliability is a measure that shows a level of trust 

instruments (Kasmadi dan Sunariah, 2015). 

Reliability test is done for the accuracy of the results 

obtained from a measurement. In this research, the 

reliability test will use the formula of Kuder 

Richardson that is known as K-R 20: 

K-R 20 = (
n

n−1
) (

s2− ∑ pq

s2 ) 

Description: 

K-R 20 : the overall test reliability 

p : the proportion of subject with correct 

answer 

q : the proportion of subject with incorrect 

answer (q = 1 – p) 
∑ pq : the product of p and q 

n : number of items 

s2 : variance 
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If the calculation result of K-R 20 shows a value 

above 0.80, then the instrument test results of the 

study have a very strong correlation level. The score 

is used to specify the reference coefficients of 

correlation as shown as Table 1 below: 

Table 1: The reference of correlation coefficient 

interpretation. 

Interval coefficients Level of relationship 

0.00 – 0.199 Very low/ no relationship 

0.20 – 0.399 Low 

0.40 – 0.599 Average 

0.60 – 0.799 Strong 

0.80 – 1.00 Very strong 
Source: (Sugiyono, 2015). 

3.7 Data Analysis 

Technique of data analysis in quantitative research 

using statistics (Sugiyono, 2014). This analysis is 

usually divided into two groups, the descriptive 

statistics and inferential statistics. The data analysis 

techniques used in this research is descriptive 

statistics using the mode, median, and mean. As for 

analyzing the data is done with the T-test. 

4 RESULTS AND DISCUSSION 

Based on the results of the study after learning 

process using lectures methods, obtained the 

following data where the highest mark is 95 and the 

lowest mark is 50 with the mean of 64.75. 

Table 2: Frequency distribution of learning outcomes of 

control class. 

No Interval 
Frequen

cy 

Relative 

frequency 

1 50 – 58 11 27.5 

2 59 – 66 15 37.5 

3 67 – 74 6 15 

4 75 – 82 7 17.5 

5 83 – 90 0 0 

6 91 – 98 1 2.5 

Total 40 100% 

 

The frequency distribution of learning outcomes 

shows that most of the pupils who got post test result 

between mark of 75 and 98 is 8 pupils, while there 

are 32 pupils who got the post-test result between 

mark of 50 and 74. 

The results of the study after learning process 

using Make a Match method, obtained the following 

data where the highest mark is 100 and the lowest 

mark is 70 with the mean of 89.00. 

Table 3: Frequency distribution of learning outcomes of 

experimental class. 

No Interval Frequency Relative frequency 

1 70 – 75 3 7.5 

2 76 – 80 5 12.5 

3 81 – 85 9 22.5 

4 86 – 90 10 25 

5 91 – 95 5 12.5 

6 96 – 100 8 20 

Total 40 100% 

 

The frequency distribution of learning outcomes 

of experimental class shows that there are 32 pupils 

who got mark between 81 and 100. Then there are 

only 8 pupils got mark between 70 and 80. 

Based on the learning outcomes research data on 

the experimental group that show 92.5% of the 

pupils have got the mark above 75 which is 

categorized as high and 20% got the mark between 

50 and 75 which is categorized as average, it means 

that the results of learning Chinese language on 

subjects who were given treatment in the 

experimental class is likely to be high. 

The result of the uncorrelated sample t-test 

proves that the cooperative learning method “Make a 

match” had a significant influence on the mastery of 

Chinese language vocabulary. 

5 CONCLUSIONS 

Based on the results of the research that have been 

calculated, it can be drawn the conclusion that 

cooperative learning method “Make a match” has a 

significant influence on the mastery of Chinese 

language vocabulary of the pupils at Dr. Wahidin 

Sudirohusodo primary school. This is proved by the 

significant difference between the post-test mean of 

control group (64.75) with the post-test mean of 

experimental group (89.00) on a 5% significance 

level. 
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Abstract: The development of digital technology has a negative impact on the growth of student’s self esteem. 
Students seem to have mastered digital technology but they experience crisis of identity or self-esteem and 
are  not ready to face challenges. The idea that technological progress can solve all the problems of human 
life has changed the purpose of education. Teachers who are entrusted in the process of forming students’ 
self esteem are often trapped in the euphoria of digital technology advancement as a symbol of students’ 
success. This research examines how the role of teachers as educators in schools strengthens students’ self 
esteem in  disruption era so that students are able to anticipate the negative impact of digital technology in 
their life. The reason is students who have strong self-esteem are ready to face the challenges of life in 
disruption era. This study uses literature study method by analyzing various writings of experts related to 
the process of forming students’ self esteem, the role of teachers in primary schools, and the characteristics 
of disruption era and its impact on student life. This research indicates that teachers have a very important 
role in the process of forming students' self esteem to anticipate the negative impact of digital techology 
through education in primary schools. Digital technology will not be able to fulfill the fundamental needs of 
students to develop their self esteem. Teachers still use digital technology as a medium of learning, but do 
not eliminate the essence of students' basic needs such as the formation of self esteem. 

1 INTRODUCTION 

Education has a very important role in developing 
self-esteem for primary students’ self-esteem. The 
students who have high self-esteem will see 
themselves as a very valuable person as God's 
creation. The students who have high self-esteem 
will be ready to face disruption era. Refnadi said that 
self-esteem is one of the factors for individual 
success in his life because developing a self-esteem 
in a teenager will determine future successes or 
failures. As a self-assessment, the development of 
self-esteem becomes an important part of education, 
as it is expected to process the discovery of a 
positive self-concept in the child's soul (Refnadi 
2018). This statement shows that  education should 
involve the students' self-esteem development and 
not just cognitive development. Sharma and 
Agarwalaa also said that, self-esteem is a major key 
to success in life, so the development of positive 
self-concept or healthy self-esteem is extremely 

important for good adjustment in society (Sharma & 
Agarwala 2015). This statement emphasizes that 
self-esteem plays an important role in the success of 
a person in different areas of life depending on his 
talents as a gift from God. Refnadi and Sharma's 
thought shows that education in schools plays an 
important role in developing students' self-esteem, 
especially in this disruption era. 

The development of self-esteem is very 
important in disruption era because so many students 
are not ready to deal with life, that many students are 
frustrated and depressed in this era. Students are 
trapped in the digital world, which leads them away 
from a normal life. The use of digital technology in 
the disruption era, which is not accurate make the 
students can easily access various information freely 
and easily without control. Students prefer social 
media activities, especially online games that often 
do not build their lives. The influence of social 
media establishes relationships with friends make 
relationships with parents weak (Muhadjir, Ekawati, 
Habib 2017). As a result many students have a low 
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self-image, worthless, and low self-esteem and tend 
to be antisocial. This condition is very concerning in 
the midst of the advancement of digital technology 
in the disruption era. 

The role of teachers especially, the primary 
school teachers is very important in solving the 
negative impact of digital technology development 
in this disruption era. Primary school teachers’ have 
a valuable opportunity to develop students' self-
esteem as early as possible and will continue to 
adulthood in the next phase. This article aims to 
make primary school teachers aware of the 
importance of developing students' self-esteem in 
order to prepare for a mature and healthy life in the 
disruption era. 

2 THEORICAL FRAMEWORK 

2.1 Developing Primary Students’ Self-
Esteem 

Self-esteem can be interpreted as the action of 
someone who values himself valuable. Hashem 
conveyed the understanding of self-esteem and said, 
“to esteem oneself is the ability to properly evaluate 
and accurately present oneself which involves a 
realistic assessment of personal strengths and 
weaknesses, positive and negative qualities, and true 
potentials and limitations” (Hashem 1999, p. 1084 ). 
Self-esteem shows  a person’s ability to judge both 
strengths and weaknesses in the right position. When 
students judge themselves well and positively, they 
have high self-esteem (Weiten, Lloyd 1997). Self 
esteem is closely related to how the students 
adequately judge himself. Collins stated, “self-
esteem means something slightly different. This 
term refers to the evaluation that individual makes of 
his or her worth, competence and significant. ... Self-
esteem involves a self-evaluation (Collins 1980, p. 
347). This statement was reinforced by Hashem and 
said, “self-esteem is an internal ability to assign 
attributes to oneself and conduct subjective 
appraisals and private judgments” (Hashem 1999, p. 
1084). When students have good and positive self-
esteem, they are ready to face the challenges of life. 
Weiten, Lloyd stated, “positive expectations ussually 
produce high effort, low anxiety, succesfull 
outcomes, and self praise. Thus, positive feelings 
about the self are perpetuated” (Weiten, Lloyd 1997, 
p. 147). Positive self-esteem will help students face 
different difficulties and get successes throughout 
their lives. O’Toole (1995, p. 13) said, “Self-esteem 
has its foundation in a strong sense of self-worth 
which survives both failure and success; it survives 
mistakes, disappointment, and most of all self-

esteem survives acceptance and rejection from 
others.” 

The development of self-esteem starts from birth 
and continues to experience a long process. Refnadi 
said, that self-esteem begins to develop after a child 
has been born, as the child interacts with the outside 
world and the people around them (Refnadi 2018).  
Weiten, Lloyd (1997) stated that the foundation for 
high or low self-esteem appear to be laid very early 
in life. So, the process of developing self-esteem 
start from the family environment, especially from 
the role of parents (father and mother), (Permatasari 
2017). A newborn child interacts directly with the 
environment, especially with the family (parents) 
and starts the learning process about self-esteem, 
self-acceptance, self-identity and so on. The 
development of self-esteem through the process and 
gradually and continuously happens throughout life. 
Each phase has a unique stage that the students must 
be passed. This process must follow the laws of the 
Creator (God) and apply to all people. Because of 
this, students' self-esteem can not be developed 
immediately. 

The development of self-esteem is determined by 
the general sense of self-esteem among various ideas 
and success factors in their environment. Self-
esteem is determined by general feeling people have 
about themselves and by the global ideas, attitudes, 
or perception they create about themselves (Hashem 
1999). This development of self-esteem has long 
process that Hashem's statement, his phenomenon 
may occure over a long period of time and involves 
complex affective and cognitive processes (1999). 
This process can develop students' self-esteem (high 
self-esteem) or feel worthless (low self-esteem). 
Hashem (1999, p. 1084) said,  “The results can be 
positive or negative depending on the person’s 
developmental history, childhood experience and 
family background, mental reasoning and emotional 
stability, level of expectations and set of ideals, 
nature of current challenges and presures, personal 
meaning and sense of direction, external appraissal 
and social feedback, and eventually existential 
outlook and spiritual faith.” Hashem's statement  
shows that the development of self-esteem is 
determined by internal factors, such as how students 
respond to the reality based on their perception of 
themselves, and external factors, such as community 
demands or pressures, assessment or feedback about 
their abilities. 

The process of self-esteem begins to take shape 
from birth and continues to evolve according to the 
stages. The self-esteem of a baby begins to form, 
whether loved or not loved, by touching, huging, 
feeding. The formation of the child's self-image is 
greatly influenced by non-verbal communication. As 
children develop their language skills, they begin to 
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translate the environmental treatments into words 
and sentences, in addition to what others say about 
them (O'Toole 1995). Students begin to get new 
experiences in school and communicate with friends 
and teachers. At this stage, students' self-esteem is 
further developed when they go to school. At this 
stage, students become more aware of whether or 
not they are liked by others because they are 
unpopular, so they are often isolated. Students 
become aware of their abilities and disabilities as 
they receive feedback from teachers and classmates 
(O'Toole 1995). The process of self-esteem at this 
time is very important in the lives of students. Based 
on Erickson's psychosocial theory that class ages 5 
to 12 are classified as "industrial vs. inferiority" 
(Gibbs 1999). At this stage, students will produce 
the industry, or vice versa, if they fail to pass this 
stage they become inferiority (Susabda 1994). At 
this stage, students struggle with industry and 
inferiority, and students feel competent when they 
learn and do well, otherwise students will feel 
inferior if they do not do their job (Jones 2011). The 
experience of students with their environment 
strongly influences how students see themselves and 
assess themselves (Pranata 2014). This phase is 
important for creating self-esteem and appreciation 
of learners through their achievements, because at 
this stage, learners will work hard and be more 
attentive (Pranata 2014). If students fail during this 
time, the student judges their self to be low (low 
self-esteem). 

 
2.2 Education Challenges in Disruption 
Era 

Disruption era is an era that can not be avoided. 
All areas of life are characterized by this era, which 
is characterized by the development of digital 
technology. This development is human creativity to 
continue to develop science and technology for the 
well-being of people. Disruption era is an innovation 
that replaces the old system in a new system. 
Disruption era replaces old technology that is purely 
physical, with digital technology that creates 
something really new and more efficient, which is 
also more useful (Marzuqi 2017). The development 
of digital technology is driving various changes that 
are so fast in the human life system. Communities 
that do not want to change will lose their opportunity 
in this world. 

This change in disruption era is an opportunity to 
develop for mutual progress, including education. 
Education began to enter the era of digitization 
(Rizal 2017). Teachers need to adapt to the new 
patterns and leave old patterns in their students' 
lessons. The experience of learning in the classroom 

has changed with digital learning patterns that 
provide a more creative, participative, diverse, and 
inclusive learning experience (Rizal 2017). 
Education in schools are becoming increasingly 
dynamic, using digital technologies to understand 
different sciences. 

The development of this disruption era must be 
watched by teachers who are in direct contact with 
students. The education process can not be done 
only with digital technology. Education also 
includes the process of spiritual growth and develop 
students’ character. This development is a natural 
and gradual process and can not be replaced by 
digital technology. This process is the will of God as 
creator of man. The growth of character, mental and 
social competence helps students to place 
themselves in the rapidly changing time. Students 
need to be prepared through a process to maintain 
control over change rather than being controlled by 
change. The purpose of God is to create people so 
that people have power to manage other creations 
well for human well-being. For this reason, 
education should help students to have the right 
attitude for these changes. 

3 RESEARCH METHODOLOGY 

This study uses study literature method by analyzing 
various writings of experts related to the process of 
developing students’ self esteem, the role of teachers 
in primary schools, and the characteristics of 
disruption era and its impact on student life 
especially in primary student. This research will 
examine the basic principles of the development 
process of self-esteem especially in primary students 
and its relation to the readiness of students to face 
the disruption era challenges that must be passed by 
the primary students. Through the discussion of 
these two variables will be found problems faced by 
primary students that must be overcome. Next, the 
author will examine the characteristics of primary 
teachers who can help students continue to grow 
their self-esteem in disruption era. 

4 ANALYSIS 

The teacher’s role in primary students are very 
important role in developing students' self-esteem so 
that students are able to face different life issues. 
O'Toole (1995) said that, school effectiveness is 
largely determined by the teachers in a particular 
school, even in this era of technological progress, 
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computers, televisions and videos have not replaced 
the teachers because the role of the teacher in the 
education process of children is central and largely 
determines the experience that children have in 
school, which in turn influences the child's self-
concept and development. This explanation shows 
that the role of the teacher can not be replaced by the 
role of digital technology, especially in disruption 
era to develop students' self-esteem. The teacher has 
a great responsibility to educate students to a high 
sense of self and to prepare students for the big 
challenges in which the student will make important 
decisions in his life amid very fast changing times in 
the disruption age.  

Disruption era  requires students to be sensitive 
and always ready to anticipate changes that are so 
fast to achieve a successful life. Teachers as 
educators must be consistent with the concept of 
education not profit-oriented. Palmer (1993) stated 
that education is the slave of an economic system 
that wants to master and manipulate nature, society, 
and even the human heart in order to gain profit and 
power. So teachers who try to create a space in 
which obedience to God is practiced must do battle 
with a host of external enemies. Although disruption 
era with system changes so fast the education 
process must remain consistent with its objectives. 
Education is an ongoing process and cannot be done 
quickly / instantaneously.  

Students who have a good self-esteem are better 
prepared for various changes of time, such as: high 
self-esteem allows students to overcome mistakes, 
failures, disappointments, and accomplishments in 
their lives (O'Toole 1995). For this reason, these 
students need guidance and mentoring from their 
teacher during in the schooling phase to develop 
students' self-esteem. Pranata (2014) quoted Crain's 
statement in "Theories of Development: Concepts 
and Applications," and stated, that good teachers 
(who are often the ones who feel familiar and 
respected by the community) can help children at 
this time. One of the assigment that teachers need to 
do in schools is to develop students’ self-esteem, 
because the students who have high self-esteem will 
be able to respond to various changes in their time, 
especially in disruption era. 

The teacher has an irreplaceable role in the 
learning process in the classroom and outside the 
classroom. Teachers as artists work on their tasks by 
developing creative teaching strategies and 
responses from students (Van Brummelen 2009), 
teachers as technicians will emphasize structuring 
and learning processes and conveying appropriate 
concepts (Van Brummelen 2009). Palmer give 

insight about the role of teacher and said, “But to 
study with the teacher who not only speaks but 
listens, who not only gives answers but asks 
questions and welcomes our insights, who provides 
information and theories that do not close doors but 
open new ones, who encourages students to help 
each other learn-to study with such a teacher is to 
know the power of learning space” (Palmer 1993). 
This statement shows that teachers have a very 
important role in education.  
 
4.1 Teacher as Guide to Spiritual 
Experience 

Teachers need to guide spiritual principles to 
develop student self-esteem. The development of 
self-esteem cannot be separated from the spiritual 
aspect. Basically, all humans are valuable in the eyes 
of God and God wants all humans to be able to carry 
out their duties properly. The teacher needs to 
educate students to always hope to God in the midst 
of life's changes in this disruption era. Students need 
to be convinced that students have advantages that 
need to be developed.  
 
4.2 Teacher as Role Model 

The teacher has a special calling from God to 
educate students to grow in all aspects of students’ 
lives. Teachers are not limited to task of working 
and earning income for life. But a teacher must have 
a high commitment to educate students that God 
entrusts to him. Therefore the teacher must be a 
living role model for his students. Teachers do not 
discriminate their students based on academic 
achievement or standards that determined by the 
teacher. Students can feel the touch of love from the 
teacher who accompanies them to develop their self-
esteem in the midst of a changing era. The teacher 
must also have a spiritual example in which the 
teacher exercises true spiritual discipline and can be 
exemplified by his students. Greene (1997) said that 
it is no good telling children to love one another if 
they cannot see their teachers love each other and 
teachers can easily slip a mode of exaggerated 
independence. Once the classroom door is closed, 
each teacher feels secure in his or her little castle. 
 
4.3 Teacher as Craftsman 

Teachers as craftsmen can carry out teaching 
methods that are creative in teaching (Van 
Brummelen, 2009). The teacher not only thinks 
about how the subject matter is easily understood by 
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students, but the teaher should have creative method 
for helping students develop their self-esteem.  

Teachers can create cooperative learning 
methods so that students have experience working 
together, respecting others, responding well to 
differences opinion. The communal nature of 
knowing goes beyond the relations of knowers and 
the known. ... We now see that to know something is 
to have a living relationship with it-influencing and 
being influenced by the object known (Palmer 
1993). Students will learn and practice respecting 
each other, acknowledging their failures, learning 
how to love their neighbor as God loves humans. 
The promotion of meaningful learning involves a 
number of topics that can only be suggested here.  

There is the need, for instance, to become aware 
of, and adapt to, the students’ varied learning styles 
(Greene 1997). Greene also said again that there is 
the whole field of group learning, or mutually 
assisted learning, which is receiving increasing 
attention today. Cooperative learning activities or 
group discussions can be a choice of learning 
methods to develop students’ self esteem. Teachers 
must accompany students to develop students' self-
esteem so that students believe that they are very 
valuable and able to perform like other friends. 
Pranata quoted Berk's statement in "Child 
Development,” and stated that at school, children 
learn to work and cooperate with others. Inferiority 
develops when negative experiences at home, at 
school, or with peers lead to feelings of 
incompetence (Pranata 2014). Students must get a 
positive experience to develop their self-esteem. 

 
4.4 Teacher Develops Student’s Talents 

Teachers can develop student self-esteem through 
the development of their high-value talents. This 
talent development is very meaningful for students 
that they have advantages to make them valuable 
and special. The teacher as a guide will recognize 
their talents as a valuable gift from God and treat 
students as God's noble creation (Van Brummelen 
2009).  Teachers can guide and encourage students 
to develop their talents as gifts from God. Students’ 
talents can motivate them achieve their successes.  

Maybe students have talent in the arts, sports, to 
be developed, so that students can achieve success in 
this field. True humility does not deny one’s own 
God-given gifts, but it endeavors to enjoy those of 
others as much as its own (Green 1997). An 
important point is not the achievement of success, 
but the process of developing students’ self-esteem 
continue to develop and prepare it for the next step. 

Teachers can guide students through this crisis 
period so that students' self-esteem will develop and 
prepare for entering the next stage. 

5 CONCLUSION 

Disruption era which is marked by the development 
of digital technology has given an influence in the 
field of education. Education must have creative and 
innovative abilities entering this era. Therefore 
teachers as educators have a duty to prepare their 
students to enter this era, especially the formation of 
student self-esteem. The goal is that students still 
have high confidence entering this era and remain 
ready to work. 

The struggles of teachers to continue to educate 
their students have healthy self-esteem and have 
values that are God-oriented and not to this world-
oriented. Good education helps students have the 
right attitude to life in the midst of a human-oriented 
reality of life. The teacher is not trapped in the 
euphoria of changes in the development of digital 
technology that has affected education. The teacher 
must hold on the principle that their role in 
education and the development of students' 
personalities cannot be replaced by digital 
technology. Teachers can use digital technology as a 
medium of teaching but do not forget the essence of 
teaching, which is to educate students to have the 
right purpose of life in disruption era. Digital 
technology will not be able to fulfill the fundamental 
needs of students to develop their self esteem. 
Teachers still use digital technology as a medium of 
learning, but do not eliminate the essence of 
students' basic needs such as the formation of self 
esteem. 
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Abstract: The problem in this research is the motivation of teachers is not optimal. This study aims to identify the 
Democratic Leadership Style and the Bureaucratic Leadership Style of Teachers Work Motivation In SMA 
Negeri 1 Dolok Batu Naggar TA. 2017/2018. Included in this study used a technique of random sampling 
with 69 respondents. Technique of collecting data using questionnares. All tested quessioners are valid and 
reliable. The values of democratic leadership style coefficients are 0,787 and bureaucratic leadership style 
give 0,276 value. The results showed the Democratic Leadership Style and Bureaucratic Leadership Style 
have positive and significant influence, either partially or simultaneously on Motivation of Teachers Work. 
Based on the estimated of multiple regression the result obtained calculation with coefficient determination 
(adjusted R2) receive is 0,55,6 (55,6%). It is suggested that the headmaster of SMA Negeri 1 Dolok Batu 
Nanggar must remain give a push strong to teachers in achieving its objectives, increase the working spirit, 
trigger initiative and creativity, and shed light of understanding that all teachers have a sense of 
responsibility. 

1 INTRODUCTION 

Teachers are become the role models for students. 
The spirit of teachers in teaching will give effect to 
students’ out comes. Unfortunately, some teachers 
have low motivation and cause low performance at 
class. 

The reason of the low motivation of teachers in 
work is expressed by education observer 
Mohammad Abduhzen. According to him, many 
teachers who do not run the profession based on 
their passion. After becoming a teacher, they almost 
never tested, trained, and never tried to get adequate 
information or upgrade their knowledge and 
competence, so they have no spirit to teach, and 
government should have a program to increase 
teachers' motivation. 

Indemocratic leadership, a teacher should be 
placed as the most important factor in leadership 
based on and prioritizes the orientation of 
relationships with members of the organization to 
achieve the goal of the organization. 

In a democratic leadership, a teacher must 
always work with other teachers and leaders, either 
in making decision or determining the business 
strategy of achieving common goals. (Mayan 
Ilahisa, 2011). There fore, teachers should be able to 
use the style of leadership appropriately so can 
directly motivate. The democratic leadership style 
run by a teacher in influencing others behavior in 
accordance with his wishes is influenced by the 
nature of his leadership and basically have different 
behavior in leading. 

Like wise with bureaucratic leadership style, this 
style can be described with the sentence "lead by 
rule". Teacher behavior is characterized by the strict 
implementation of applicable procedures. 
Bureaucratic teachers generally make rigid rules-
based decisions without flexibility. All activities are 
almost centered on leader and few people's freedom 
to create and act, and even then, should not be 
separated from the existing provisions. 

It seems that the increasingly complex future 
tendencies require education to be able to prepare 
students in the face of the real world (Sutrisno, 
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2005). At school, students need to be reminded of 
the expectations they endure, the challenges they 
face and the abilities they need to master. However, 
any improvement efforts undertaken to improve the 
quality of education will not contribute significantly 
without the support of qualified teachers (Mulyasa, 
2007). 

Low public recognition of teachers’ work 
motivation has reached the worst point, it is 
characterized by the following phenomena: 
1. There is a partial view of the public, that anyone 

can be a teacher if they just only knowledge able. 
2. Lack number of teachers in remote areas, 

providing an opportunity to appoint someone 
who does not have adequate skills to become a 
teacher. 

3. Many teachers who have not appreciated the 
profession. Feelings of inferiority due tobe a 
teacher, a misuse of the profession for his 
personal satisfaction and self-interest, so that the 
authority of the teacher is declining. 
Various studies and research results as cited by 

Mulyasa (2007) among others put forward as 
follows: 
1. Murphy (2002) states that success of school 

renewal is largely determined by teacher, 
because teacher is learning leader, facilitator and 
the center of  learning initiativ eat the same time. 
Therefore, teachers should always develop 
themselves independently and do not depend on 
the principal's initiative and supervisor. 

2. Supriadi (2004) revealed the quality of education 
that assessed from the learning achievement of 
learners is determined by the teacher, which is 
34% in developing countries and 36% in 
industrialized countries. 

3. Jalal and Mustafa (2008) conclude that teacher 
component greatly influences the quality of 
teachers through: (1) providing more time for 
learners, (2) more intensive/frequent interaction 
with students, (3) high responsibility of teaching 
of the teacher. Because of that, quality of the 
school is very dependent on the role and function 
of teachers. 
This is also supported by the results of research 

conducted by Norma Rosalia Dian P about the 
relationship between democratic leadership style 
with teacher work motivation in SMK Negeri 1 
Juwiring. Teacher’s work motivation is a process 
where by an educator carries out activities that aim 
to achieve certain goals related to the process of 
teaching and learning activities, where the need can 
cause the impetus to work. One of the factors that 
influence work motivation is democratic leadership 
style.  The proposed hypothesis was there wasa 
positive relationship between democratic leadership 
style and teachers’ work motivation in SMK N 1 

Juwiring. The opulation of this research is all 
teachers of SMK Negeri 1 Juwiring. Sampling 
technique used in this study is the population study. 
Data collection in this study wasusing a 
psychological measurement tool that is the scale of 
democratic leadership style and work motivation 
scale. A product moment correlation used for data 
analysis.  

The conclusions in this research are: (1) There 
was a positive relationship between democratic 
leadership style and work motivation. This is 
indicated by the result rxy = 0.378 with sig. = 0.001 
(p ≤ 0.01). (2) Category of democratic leadership 
style was high, with Mean of Empirical(ME) = 
114.75 and Mean of Hypothetical (µ) = 87.5. (3) The 
category of work motivation was high, with Mean of 
Empirical (ME) = 59.20 and Mean of Hypothetical 
(µ) = 45. (4) the effective contribution of democratic 
leadership style to work motivation was 0.143 or 
14.3%. This means that there was still 85.7% of 
some other variables, in addition to the democratic 
leadership style variables that affect teacher work 
motivation. 

For instance, Imam (2009) conducted a research 
about the influence of democratic leadership style 
and bureaucratic leadership style to the motivation 
of teachers of SMA Negeri in Tanjung Pinang. This 
study aimed to explore the influence of democratic 
leadership style (X1) and bureaucratic leadership 
style (X2) on teacher work motivation (Y) simple 
regression and multiple regression at SMA Negeri in 
Tanjungpinang City. In this research the hypothesis 
tested were: (1) there was positive influence between 
democratic leadership (X1) with teacher work 
motivation (Y), (2) there was positive influence 
between bureaucratic leadership style (X2) to 
teacher work motivation (Y), (3) there was a positive 
influence between the democratic leadership style 
(X1) and bureaucratic leadership style (X2) 
simultaneously on teacher work motivation (Y).  

This research is quantitative explanative that 
trying to explain the factors that cause a 
phenomenon by using data in the form of data that 
was suspected. The population of this research was 
225 (two hundred and twenty five) teachers of State 
Junior High School Tanjungpinang year 2008 and 75 
(seventeen five) teacher as sample with stratified 
random. The research instrument used for each 
variable was a questionnaire containing questions / 
statements answered by respondents. Before the 
submission in the experiment, the experimental 
study was conducted to determine the validity and 
reliability as well as analysis of the items.  

The result of research shows: Firstly, this 
research found that there was positive influence 
between democratic leadership style (X1) on teacher 
work motivation (Y) where from the calculation of 
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individual test obtained value Py1 = 0.305 means 
probability value Py1 = 0.305>.005 at level a = .05. 
Second, along with the findings, also found positive 
influence between bureaucratic leadership style (X2) 
on teacher work motivation (Y) based on individual 
test calculation obtained value Py2 = 0.4406 mean 
probability value Py2 = 0.4406>0.05 at level a = 
0.05. Third, the study found a positive influence 
between democratic leadership style (X1) and 
bureaucratic leadership style (X2) simultaneously on 
teacher work motivation (Y) expressed in terms of 
regression equation Y = 47.065 + 0.342 X1 + 
0.141X2. 

According to the results of the research, there are 
at least seven indicators that indicate the weakness 
of teacher's work motivation in carrying out their 
main task (teaching) they are: (1) Low 
understanding of learning strategy; (2) Lack of 
proficiency in classroom management; (3) 
Insufficient ability to conduct and utilize Classroom 
Action Research; (4) Low achievement motivation; 
(5) Lack of discipline; (6) Low professional 
commitment and (7) Low time management 
capability. 

Similarly, what happened in SMA Negeri 1 
Dolok Batu Naggar resulted in low teacher 
performance among others is caused by: 1) There 
are still many teachers who do not pursue the 
profession as a whole. This are the cause of by some 
teachers who learn outside working hours to meet 
the needs of everyday life, so they do not have the 
opportunity to improve themselves, like read, write 
and learnt from book or internet. 2) The absence of 
professional standards of teachers as demands in 
developed countries. 3) some private university that 
produced haphazard teacher, or unprepared, without 
considering their output in the field, causing many 
teachers who are not obedient to their professional 
ethics. 4) Lack of teachers’ motivation in improving 
quality because teachers are not required to research 
as applied to lecturers in universities. 

Based on these conditions, there are at least two 
categories of competencies that the teachers should 
have, namely: 

1. Professional competence is the ability to 
design, implement and assess the task as a 
teacher, which includes mastery of science 
and technology education. 

2. Personal competence that includes ethics, 
morals, devotion, social and spiritual ability. 

To be professional, a teacher is required to have 
at least five things as follows: 

1. Having a commitment to learners and 
learning process. 

2. Mastering in-depth the materials/subjects 
taught and how to teach it to learners. 

3. Responsible fthe learning outcomes of 
learners through various ways of evaluation. 

4. Beingable to think systematically about what 
it does and learn from the experience. 

5. Being apart of the learning community in 
their professional environment. 

Teachers as one component in teaching and 
learning activities (KBM), has a very decisive 
position on the success of learning. Because the 
main function of the teacher is to design, manage, 
implement and evaluate learning. In addition, the 
position of teachers in teaching and learning 
activities is also very strategic and decisive. It is 
strategic because the teacher will determine the 
depth and breadth of the subject matter, while it is 
decisive because the teacher who chooses and sort 
the lesson material that will be presented to the 
students. One of the factors that influence the 
success of the teacher's task is the performance in 
planning/designing, implementing and evaluating 
the teaching and learning process. 

According to Suparlan the function of teachers in 
teaching and learning process is as educator, teacher, 
mentor, and as coach (Suparlan, 2005). 

Teachers must have a good performance so that 
their duties and responsibilities can be implemented 
properly. Performance is a visible attainment or 
achieved performance (Badudu, 2006). In order to 
produce a good performance, a teacher must have 
the ability, willingness, and effort in teaching and 
learning process that includes planning, organizing, 
implementation, and evaluation of learning 
outcomes. Teachers’ performance related to work 
motivation, performance and productivity. 

SMA Negeri 1 Dolok Batu Nanggar is an 
educational institution that struggles to educate the 
children in nationto succeed the national 
development goals of Indonesia. With a democratic 
leadership style and bureaucratic leadership that is 
still low resulted in teacher’work motivation needs 
to be considered. Democratic and bureaucratic 
leadership is the style or type of leadership of a 
person who try to place human beings as the main 
and most important factor in improving teachers’ 
performance and solving various problems that 
occur in a bureaucracy in certain situations. 

2 RESEARCH METHODS 

The nature of this research is explanatory research. 
This research will prove the causal relationship 
between democratic leadership style and 
bureaucratic leadership (independent variable) to the 
teachers’ work motivation (dependent variable). 
This research is also a correlational researchthat 
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seeks to see whether between two or more variables 
have a relationship or not, and how big the 
relationship is and how the direction of the 
relationship (Yasa, 2006). Explanatory research is 
used to develop and refine existing theories so that it 
has the credibility to measure and test the causal 
relationships of two or more variables using 
statistical analysis tools. 

This study was conducted using a survey 
research as a research method. Survey research is a 
method of collecting primary data conducted based 
on the interviews on respondents. Survey research 
collects samples from a population using data 
collection tools aimed at generating a thorough 
conclusion of a population. This research was 
conducted in SMA Negeri 1 Dolok Batu Naggar, 
Simalungun Regency, in academic year of 
2017/2018. 

The population in this study is all teachers who 
teach in SMA Negeri 1 Dolok Batu Nanggar (69 
respondents). With this number of teachers, the 
entire population is sampled (respondents). 
Therefore, this research will use the census method. 
Data collection techniques were conducted by direct 
interviews, a list of questions given to teachers who 
became respondents and documentation studies. 
This study used 2 (two) types of data, namely: 
Primary data and secondary data. 

3 FINDINGS AND DISCUSSIONS 

Characteristics of respondents as follows: 

Table 1: Based on Age 
No. Age 

(years) 
Freque
ncy 

Percenta
ge (%) 

1 < 30 5 7 
2 31 – 35 11 16 
3 36 – 40 5 7 
4 41 – 45 17 25 
5 >46 31 45 

Total 69 100 
Source: Research Data processed in April2018. 

Table 2: Based on Gender 
No. Gender Frequency Percentage 

(%) 
1 Male 43 67 
2 Female 23 33 
 Total 69 100 

Source: Research Data processed in April 2018 

Table 3: Based on Group 
No. Group Frequency Percentage 

(%) 
1. III-B 4 6 

2. III-C 8 12 
3. III-D 15 22 
4. IV-A 37 54 
5. IV-B 5 7 

Total 69 100 
Source: Research Data processed in April 2018 

 
Table 4: Based on Education 

No. Education Level Frequency Percentage 
(%) 

1 D3 24 35 
2 S1 43 62 
3 S2 2 3 

Total 69 100 
Source: Research Data processed in April 2018 

 
Table 5: Based on Length of work 

No. 
Length of 
work (years) 

Frequency 
Percentage 
(%) 

1 0 – 5 5 7 
2 6 – 10 11 16 
3 11 – 15 5 7 
4 16 – 20 17 25 
5 > 20 31 45 

Total 69 100 
Source: Research Data processed in April 2018 
 
Respondents' explanation on the Variable of 
Teacher’s Motivation 
Percentage of respondents' answers to teachers’ 
work motivation variable about the question of 
encouragement to achieve the goal 4% answered 
strongly disagree, 13% answered less agree, 38% 
answered not know, 26% answered agree and 22% 
answered strongly agree. The lack of aims of the 
respondents due to the teacher is less trying to 
achieve the goals that have been set. 

The answer to the statement of work morale; 7% 
answered strongly disagree, 17% answered less 
agree, 38% answered did not know, 22% answered 
agree and 16% answered strongly agree. The lack of 
a goal occurs because the teacher does not give 
morale to fellow teachers. 

The next statement is about initiative and 
creativity; 1% answered strongly disagree, 23% 
answered less agree, 42% answered did not know, 
20% answered agreed and 13% answered strongly 
agree. As for one person who states strongly 
disagree because the teacher gives less opportunity 
to create initiative and creativity during the learning 
process. 

The last statement is about responsibility, 10% 
answered strongly disagree, 9% answered less agree, 
30% answered did not know, 29% answered agree 
and 22% answered strongly agree. The lack of a goal 
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occurs because the teachers lack a sense of 
responsibility in carrying out its duties. 
 
Respondents' Explanation on The variable of 
Democratic Leadership Style. 
Percentage of respondents' answers to the variables 
of democratic leadership style. In responding to the 
statement of believing to the others, 4% answered 
strongly disagree, 14% answered less agree,45% 
answered did not know, 20% answered agreed and 
16% answered strongly agree. Among the 
respondents still stated that teachers do not believe 
in running their work. 

In answer to the statement of prioritizing 
common interests, 4% answered strongly disagree, 
9% answered less agree, 33% answered not know, 
30% answered agree and 30% answered strongly 
agree. There are still respondents assume that 
teachers are less in prioritizing common interests. 

In answer to the wise statement, 3% answered 
strongly disagree, 16% answered less agree, 43% 
answered did not know, 22% answered agree and 
16% answered strongly agree. There are still 
respondents assumed that teachers have not been 
wise in their performance and decision making.  

In answer to the statement of success is the result 
of work together, 3% answered strongly disagree, 
23% answered less agree, 43% answered not know, 
19% answered agree and 12% answered strongly 
agree. There are still respondents assume that the 
success obtained is not the team work result of all 
school element. 
 
Respondents’explanation on The Variable of 
Bureaucratic Leadership. 
Percentage of respondents' answers to bureaucratic 
leadership variables. In reply to statements have 
many staff, 6% answered strongly disagree, 12% 
answered less agree, 42% answered did not know, 
25% agreed and 16% answered strongly agree. 
Among the respondents still stated that teachers have 
not been able to work optimally. 

In answer to the statement of structured 
organization, 10% answered strongly disagree, 17% 
answered less agree, 36% answered do not know, 
23% agreed and 13% answered strongly agree. 
There are still respondents assumed that the teacher 
has not been able to create regular organizational 
levels and neatly arranged both from the form and 
division of labor. 

In answer to statements having the ordinances, 
1% answered strongly disagree, 25% answered less 
agree, 43% answered did not know, 20% answered 
agreed and 10% answered strongly agree. There are 
still respondents assumed that the teacher is not 
guided by the rules in regulating the procedures of 
bureaucracy implementation either inside or outside. 

In answer to the statement understand the rules, 
6% answered strongly disagree, 9% answered less 
agree, 36% answered do not know, 29% answered 
agree and 20% answered strongly agree. There are 
still respondents assumed teachers have not directed 
and run all the duties, yet understood and 
implemented the rules or tasks as well. 

In answer to the statement of owning a 
communication line, 10% answered strongly 
disagree, 16% answered less agree, 36% answered 
do not know, 23% agreed and 14% answered 
strongly agree. There are still respondents assumed 
that teachers have not been able to establish a formal 
communication line either inside or outside. 

 
Test of Data Validity 
The result of validity test on teachers’ work 
motivation variable (Y), democratic leadership style 
(X1) and bureaucratic leadership (X2) found that 
corrected item-total correlation (r count) greater than 
r table (0,423) for all instrument of proposed 
statement in the study. This means that all 
statements used are valid and can be used in this 
research. 

 
Test of Data Reliability 
The result of Cronbach's Alpha value is higher than 
the required value. This, it can be concluded that all 
the variables used can be trusted (reliable). 

 
Test of Data Normality 
The results of normality data testing can be seen 
below. 
 
Table 6: Test Data Normality Using Kolmogorov-
Smirnov Test One-Sample Kolmogorov-Smirnov 
Test 

  Teachers’ 
Work 

Motivation 
N 69 

Normal 
Parametersa 

Mean 21.9275 
Std.Deviation 3.51182 

Most Extreme 
Differences 

Absolute .129 
Positive .129 
Negative -.088 

Kolmogorov-Smirnov Z 1.069 
Asymp. Sig. (2-tailed) .203 

Test distribution is Normal 
Source: Research Data April 2018, processed. 
 
Data Multicolinality Test 
Table 7: The test results are done: Multicolinearity 
test of Multiple Regression Equations 

 
Model 

Collinearity 
Statistic 
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Tolerance VIF 
1 (Constant)   

Democratic Leadership 
Style 

0.499 2.005 

Bureaucratic Leadership 0.499 2.005 

Source: Research Data April 2018, processed. 

 
Heterocedasticity Test of Multiple Regression 
Equations 

Figure 1: Heterocedasticity Test with Graph 
Source: Research Data April 2018, processed 

4 DISCUSSIONS 

Simultaneous Testing Results 
Tests of independent variables together with 
dependent variables are done by F test using a 95% 
confidence level or a 5% error rate. 
Results of data processing: 

 
Table 8: Simultaneous Testing Results (F Test) 

ANOVAb 
Model Sum of 

Squares f 
Mean 
Square 

F Sig
. 

1 Regres
sion 

477.381 238.690 43.608 .
00
0a 

 Residu
al 

361.257 
6 

5.474  

 T
otal 

838.638 68   

a. Predictors: (Constant), Democratic Leadership Style and 
Bureaucratic Leadership 

b. Dependent Variable: Teacher work motivation. 
Source: Research Data April 2018, processed 

From the data processing obtained Fcount value of 
43.608 with 0.000 significance. The 0.000 signature 
is smaller than the α of 5%.  

This, both the independent variables (Democratic 
Leadership Style and Bureaucratic Leadership) 
influence significantly on the dependent variable 
(Teacher Work Motivation). Combination of 
democratic leadership styles and bureaucratic 
leadership is inseparable in influencing teacher work 
motivation.  Realization of each style of leadership 

is inseparable from the ever-changing influence of 
conditions. This means that application of each style 
of leadership depends on teacher's ability to analyze 
and capitalize onchanging circumstances. 

Results of the estimation of data collected have 
shown results in accordance with existing theories, 
in which style of democratic leadership and 
bureaucratic leadership jointly affect motivation of 
teachers in SMA Negeri 1 Dolok Batu Nanggar. 
Results of this estimate should also be shown with 
similarities to the facts. The values contained in 
theory, it should be, are also seen in realities. 

Every teacher who is a respondent in this 
research is aware of the importance of democratic 
leadership styles and bureaucratic leadership in 
enhancing their work motivation. Such awareness is 
put forth in the given list of contents and estimation 
results have shown it. This, the teachers who exist 
and work in SMA Negeri 1 Dolok Batu Nanggar 
should follow results of data estimation conducted 
by applying these results on the daily work so that  
motivation of teachers in SMA Negeri 1 Dolok Batu 
Nanggar will continue to increase every time if both 
-two free variables (democratic leadership style and 
bureau-cratic leadership) are executed as they should 
be. 

The joint strengthening between the democratic 
leadership style and bureaucratic leadership will be 
excellent for sustaining the continuing improvement 
of teacher work motivation. Continuous 
development of teacher work motivation will be 
greatly influenced by both variables (Democratic 
Leadership Style and Bureaucratic Leadership). It 
has also been demonstrated by relative strength of 
diversity that can be explained by both variables 
(Democratic Leadership Style and Bureaucratic 
Leadership) is on Teacher Work Motivation in SMA 
Negeri 1 Dolok Batu Nanggar. 

 
Results of Multiple Regression Estimates 
From the previous analysis it has been proved that 
equation model proposed in this research has met 
requirements of classical assumption so that 
equation model in this research is considered good.  

Regression analysis is used to test hypothesis 
about partial influence of independent variable to 
dependent variable. 

Regression results indicate that both coefficients 
of independent variables have a positive sign. This 
means that increase of one or both variables of 
democratic leadership style (X1) and bureaucratic 
leadership (X2) will increase teacher work 
motivation in SMA Negeri 1 Dolok Batu Nanggar or 
reverse. From independent variables used, 

Effect of Democratic Leadership Style and Bureaucratic Leadership Style against Teacher Work Motivation in Dolok Batu Naggar State 1
State School

311



 

democratic leadership style variables have a more 
dominant influence thanprincipal bureaucratic 
leadership variables. This can be seen 
frommagnitude of coefficient and its t-count results. 
Coefficient of Determination Value 
From the result of data processing, coefficient of 
determination Adjusted (R2) is 0.556 (55.6%) so it 
can be shown that 55.6% diversity of teacher work 
motivation variable can be explained by free 
variable of democratic leadership style (X1) and 
bureaucratic leadership style (X2) While the 
remaining 44.4% influenced by other variables 
outside the model, such as salaries, facilities and 
others. 

 
Partial Test Results 
The partial free variable test of dependent variable is 
done by t test using 95% confidence level or 5% 
error rate.  

Test results are: 
1. Democratic Leadership Style. From data 

processing known regression equation 
formed is: Y = 2,955 + 0,787 X1. Means 
style of democratic leadership has a positive 
and significant influence in improving 
teacher work motivation in SMA Negeri 1 
Dolok Batu Nanggar AY. 2017/2018. 

2. Bureaucratic Leadership Style. Fromdata 
processing known regression equation 
formed is: Y = 2,955 + 0,276 X2. Means, 
bureaucratic leadership style has a positive 
and significant influence in improving 
teacher work motivation in SMA Negeri 1 
Dolok Batu Nanggar AY. 2017/2018. 

3. Simultaneous Test. Fromdata processing 
known regression equation formed is: Y = 
2,955 + 0,787 X1 + 0,276 X2. Means style 
of democratic leadership and bureaucratic 
leadership style both have a positive and 
significant influence on teacher work 
motivation in SMA Negeri 1 Dolok Batu 
Nanggar AY. 2017/2018. 

Count value for each variable. From democratic 
leadership style variable, it is seen that the t count 
value is 5.003 with the significance of 0.000. Level 
of significance level 0.000 less than 0.05. This 
means that variable of democratic leadership style 
significantly affects teacher work motivation. 
Bureaucratic leadership variable has its count of 
2.027 with significance of 0.047. The level of 
significance level of 0.047 is smaller than 0.05. This 
means that bureaucratic leadership variables 
significantly influence teacher work motivation. 
This, partially, it can be concluded that the two 

independent variables (Democratic Leadership Style 
and Bureaucratic Leadership) significantly influence 
the dependent variable. 

The Democratic Leadership style of a teacher is a 
way of leading that will affect achievement of the 
established goals. Formulation of democratic 
leadership style SMA Negeri 1 Dolok Batu Nanggar 
shows, an organization there are people who can 
influence, direct, guide and some people who have 
activities to influence the behavior of others to 
follow what they want. Therefore, democratic 
leadership style of SMA Negeri 1 Dolok Batu 
Nanggar can be understood as an ability to 
influencecooperation within group to achieve goal. 

Bureaucratic leadership style is a style of 
leadership that emphasizes compliance with rules 
that exist within organization, as characteristics 
inherent inclassical bureaucracy. This leadership 
style is still widely encountered at this time and 
more shacklecreativity of a leader in achieving 
results, because more limited by bureaucratic rules. 
In addition to that, conceptually, leadership 
emphasizes more on changes in subordinate 
behavior. In this case, it is more related to the 
problem of affecting a person so that his goal is 
achieved. 

Democratic style is a more effective leadership 
style compared to other leadership styles, autocracy 
and out of control. Reason, because style of 
democratic leadership involves subordinates in 
decision-making. Bureaucratic leaders work "by the 
rules", ensuring their staff follow procedures 
appropriately. This is a very appropriate style of 
engaging serious security risks. 

Through this research, it has been tested together 
and partially, it can be said that free variable, 
democratic leadership style (X1) and bureaucratic 
leadership (X2), have significant influence on 
dependent variable, teacher work motivation. This, if 
there is an increase in democratic leadership style 
(X1) and / or bureaucratic leadership (X2) it will 
increase teacher work motivation in SMA Negeri 1 
Dolok Batu Nanggar. 

5 CONCLUSIONS 

Based on the results of testing and discussion of 
research data, there is a positive and significant 
influence betweenstyle of democratic leadership and 
bureaucratic leadership style of teacher work 
motivation in SMA Negeri 1 Dolok Batu Nanggar 
AY. 2017/2018. Overall, democratic leadership style 
variables and bureaucratic leadership style can 
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explain the effect on teacher work motivation by 
55.6%, while 44.4% influenced by other factors such 
as salary, facilities provided and others. 
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Abstract: The development of national unity is a never-ending struggle. Various issues which disrupt national unity 
should be the trigger to trace an appropriate solution. This article raises the Jawawawo indigenous 
community which pivots on the Peo milestone as an inspiration for the development of national unity. Peo is 
a transcendental symbol with metaphysical philosophical forces which underlies the solidity of the 
Jawawawo indigenous community. Peo symbolism may inspire the government to create transcendental 
symbols which unite and bring to life the symbols of unity through the transcendental metaphysical 
dimension. 

 

1 INTRODUCTION 

National unity is still a problem recently. The 
problems of separatism, ethnic and religious 
fanaticism, terrorism, and identity politics often 
threaten national unity. These problems cannot be 
resolved only by the creation of regulations, law 
enforcement, social and political reform. The 
government should discover a metaphysical 
philosophical basis that underlies and spiritualizes 
national unity. Many articles discussed these issues 
from different perspectives. This article raises the 
Jawawawo indigenous community as an inspiration 
for developing national unity.  

Unity in the Jawawawo indigenous community 
has metaphysical dimensions which are 
monumented in the Peo milestone. Peo is a 
transcendental symbol which underlies the strength 
of unity and binds all elements of the Jawawawo 
indigenous community. The researcher who research 
Peo Jawawawo, funded by the Ministry of Research 
and Technology from March to July 2018 attempted 
to reveal Peo's transcendental metaphysical 

dimension which underlies the robustness of 
Jawawawo indigenous community which support the 
development of national unity. This article focuses 
on three main issues, namely Peo's transcendental 
metaphysical dimension; Peo's role in the Jawawawo 
indigenous community; and the contribution of Peo's 
transcendental metaphysical dimension to the 
development of national unity. 

2 RESEARCH METHODS 

This research was conducted in accordance with 
qualitative design since the study of the 
metaphysical dimension relating to meaning. 
Meaning studies require more hermeneutics and 
descriptive depictions, and at the implementation 
level it relies more on reflection and heuristics. The 
data were collected using observation, interviews, 
documenting techniques. Then the data obtained 
were condensed and interpreted (hermeneutics); 
concluded, reflected heuristically. 
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3 RESULTS AND DISCUSSION 

3.1 History of Jawawawo Indigenous 
Peoples and Peo 

Jawawawo is not only a village in the Kotowuji 
Timur, but it is also the main village as the center of 
the Jawawawo indigenous community, including 
two other villages, namely Ua and Romba 
Wawokota. The participation of Ua and Romba 
Wawokota in the Jawawawo indigenous community 
began with the involvement of the early ancestors of 
the Jawawawo villagers, Batu Zebho and Todi Tolo 
in the war against Rogo Rabi (Goa, 2017). The Rogo 
destruction caused some of the colonies to include 
Romba Wawokota and Ua to become part of the 
Batu Zebho-Todi Tolo power. Dora and Ari Clans 
who inhabited the Wawokota Romba, and the Koka 
Nosi clan who inhabited Ua were incarndinated to 
the Batu Zebho Todi Tolo Clan  (Goa, 2017). 
Romba Wawokota and Ua villages have since 
become an integral part of the Jawawawo indigenous 
community, and Batu Zebho - Todi Tolo has become 
a landlord (ine tana ame watu) in both regions (Goa, 
2018). 
 
3.2 Peo Jawawawo as the Axis of 

Indigenous Communities 
 
Jawawawo's existence as the main village (nua pu'u) 
is marked by traditional monuments, namely Peo, 
madhu, sa'o en'nda, ia, basa damba and gana. Peo is 
the main monument which acts as the axis of the 
indigenous community. Peo's existence signifies that 
Jawawawo is the center of the indigenous 
community. The people of Jawawawo, Ua and 
Romba Wawokota, in traditional celebrations always 
emphasize their attachment to Peo and the same 
en’nda (kami a toko peo, a wewa enda) (Lasarus, 
2017). 

The Jawawawo main village has two Peos, 
namely Peo fai (female Peo), which is commonly 
abbreviated as Peo; and Peo aki (male Peo), 
commonly called madhu. The Jawawawo 
community assume the Peo fai as the main 
monument (Gani, 2018). Beside it is located in the 
middle of the village, series of rituals of restoration 
of Peo fai and madhu was focused more on Peo fai. 
In other words, the ritual was less for Madhu. Peo 
fai, as shown in the picture, also has more various 
symbol features. 

The Peo fai pole is made of embu wood (cassia 
fistula), with two symmetrical branches resembling 
the letter Y (Tule, 2004, p. 110). The shape of the 
branches describes a woman's groin (Rangga, 2018). 
This symbol is emphasized by a white hole at the 

base of the branch that describes the female 
genitalia, and earrings (uli wolo) on the East and 
West sides of the base branch, which emphasizes the 
feminism of Peo fai. On every side of the base of 
Peo fai, there are carvings of stars and earthly 
creatures (scales, centipedes, lizards and crocodiles). 
On the back of both branches, there are carvings of 
the palm leaves, and on the top of every branch, 
there is a statue of a magpie (koka). 

Figure 1: Peo Aki or Madhu. Peo aki has four basic 
elemen, namely pu’u Peo or Peo’s base (number 3), 
toko Peo or Peo’s pole (number 2), and ana jeo or 
the statue of naked man (number 1), with male 
genital (number 4). 
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Figure 2: Peo Fai.  Peo fai has eight basic elemen, 
namely pu’u Peo or Peo’s base (number 6), toko Peo 
or Peo’s pole (number 5), nda’a Peo or Peo’s branch 
(number 2), koka or magpie (number 1), left and 
right side: carvings of moli or crocodile, ebe or 
lizard, eko teko or scorpion, nipa kua or centipedes 
(number 3) and uli wolo or earrings (number 7), 
front side: carvings of ndada or star and eagle 
(number 4), odo mea ata fai or female genital 
(number 8). 

The Peo fai branches leads to East and West 
resembling the hand of a wife who is stretched to 
open herself to her husband. Madhu is on the north 
side, one ten’nda (a yard) is higher than Peo fai. 
Madhu, like Peo fai is also made of embu wood, 
oblong, perpendicular shape, with the base 
embedded in the ground and the tip rising to the sky. 
On the top of madhu there is a statue of a naked man 
sitting staring at Peo fai. Madhu's position is 
identical to a husband who keeps looking at his wife. 
The structure of Peo and madhu describes the 
relation of matrimonial unity between husband and 
wife (muri nambu fai aki) (Rangga, 2018), "the wife 
is below and the husband is on top" (ta fai rade 
wena, ta aki reta wawo). Matrimonial relations of 
Peo fai and madhu, symbolically emphasized in the 
pala pije pu'u ritual (sacrifice celebration of Peo 
establishment).  

The buffalo rope which is sacrificed at the pala 
pije pu'u ritual is placed in the Peo branch gap and 
connected to the base of the madhu. This symbolic 
action illustrates the intercourse relations between 
the two who reach a climax on the bloodshed of the 
victim. For the people of Jawawawo, Peo fai and 
madhu are a couple of a mother who has a big womb 
(ine mere) and a mighty father (ame dewa), who 
became the center and the foundation of the 
indigenous community. 
 
3.3 Peo as a Transcendental Symbol 
 
Peo fai and madhu, in the appreciation of the 
Jawawawo people, have a transcendental dimension. 
These two artifacts represent the elements of divinity 
in the traditional faith of the Jawawawo people. This 
is an evident in the appreciation of the Peo fai pole 
as an ancestral representative. Peo fai and madhu, as 
seen in the edicts of the founding of Peo fai and 
madhu, are called as ine mbupu (old grandmother) 
and ame uwa (gray hair grandfather) (Gani, 2018).  

Some parties connect this greeting with their 
ancestors. Peo fai represented female ancestors 
while madhu represented male ancestors (Tule, 
2017). Tule's opinion refers to the general meaning 
of Peo fai and madhu in most indigenous 
communities in the Keo region. The Jawawawo 
indigenous community, referring to the ritual of rain 

request (kuda kepa) at the base of madhu, 
appreciates madhu as a representative of the powers 
of heaven, which controls the rain and natural 
cycles. The power of heaven, in the Jawawawo 
community appreciation is based on fatherhood, 
therefore it is called ame dewa. The statue of a 
naked man (ana jeo) at the peak of madhu describes 
the power of heaven which is based on men. The 
people of Jawawawo, like other communities in 
Keo, name the power of heaven with Ngga'e Mbapo, 
which means that God is all (Tule, 1998, p. 43). 

The association of the highest divinity with the 
power of heaven has become a common 
phenomenon in traditional communities on the 
Flores mainland. 

 
Table 1: The Supreme Beings of Flores People 
N
o

District Supreme Beings Meaning 

1
. 
2
. 
3
. 
4
. 
5
. 
6
. 

Flores 
Timur 
Lembata 
Sikka 
Ende/Lio 
Bajawa 
Manggara
i 
 

Lera Wulan Tanah 
Ekan 
Lera Wulan Tanah 
Ekan 
Ina Niang Tana 
Wawa/ Ama Lero 
Wulang Reta 
Wula Leja Tana Watu 
Deva zeta-Nitu zale; 
Mori Kraeng, 
bergelar: Tana wa 
awang eta/ Ine wa 
ema eta 

Sun-Moon-
Earth 

Sun-Moon-
Earth 

Earth-Sun-
Moon 

Moon-Sun-
Earth 

Sky-Earth 
Land below, 
sky above 

 
Mircea Eliade also found similar phenomena in 
primitive tribes in almost all over the world (Eliade, 
1987, pp. 119-120).  

On the other hand, Peo fai cannot be identified 
with female ancestors. The meaning of the Peo pole 
as an ancestor who supports the land is an indication 
that Peo cannot be interpreted as a female ancestor. 
The Jawawawo community adheres to a patrilineal 
system, so that land ownership is only owned by a 
generation of men from the father's descent. Peo fai 
pole is a representativeness of male ancestors who 
controlled the land of Jawawawo. The establishment 
of Peo fai illustrates the breakthrough and mastery 
of the ancestors against the land, which in upward 
motion raises the ground up so that it is in an eternal 
relationship with the highest divinity, Ngga'e 
Mbapo. 

The ancestral breach of the land caused the two 
lands of Jawawawo, namely the land inherited from 
the early ancestors (tana odo watu ebho) and the 
land from the spoils of war (tana fai watu ana), 
united (sasi dhapi) in ancestral power, symbolized 
by two Peo fai branches which rest on the same Peo 
pole (Goa, 2018).  
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3.4 Peo as the Axis of Indigenous 

Peoples 
The tenure of ancestors against the land causes the 
land to be controlled by divine powers. The 
ancestors, in the perspective of the Jawawawo 
people are the highest divinity representatives, 
Ngga'e Mbapo. The ancestral breakthrough into the 
land is an intervention of Ngga'e Mbapo to create a 
sacred space, so that it is suitable to be inhabited (tau 
ndi'i mera), the breadwinner field (tau kema ghawo) 
and live a life safely (weki ri'a do modo). The 
ownership of the ancestors against the land is Ngga'e 
Mbapo's action to create the cosmos, as painted on 
the cosmic boundaries on the declaration of the 
establishment of the Peo "my head was propped up 
against the mountain, my feet stepped on the sea; 
east borders Dhaja, west borders the river ". The 
creation of the cosmos means the provision of space 
for the community, because it underlies the unity, 
structure and role of every element of all elements, 
those who inhabit the cosmos and its instruments 
(traditions, norms, morality), which will always be 
recovered in every restoration of the Peo (Goa, 
2012). Peo fai means as a center that unites all 
elements of the community (rembu sa kita jogho ena 
ke) (Goa, 2017), which is integrated into one large 
family and the same origin (ine kami a’mitu mite, 
ame kami a’dadu tolo), who inhabit the house and 
work on the same plot of fields (sa’o mengha a’di’e, 
mbede mengha a toko bhida toko odo). Thus, Peo is 
the axis that unites all elements of the community 
across generations (the previous generations 
<ancestors>, now and will come <descent> and 
between regions of the cosmos (heaven <divine>, 
world <life> and the underworld <land>) (Rangga, 
2018). 
 
3.5 Transcendental Symbols - The Art 

of Caring for National Unity 
Peo is a transcendental symbol which is the 
foundation for indigenous peoples' unity. A 
transcendental symbol, called “chiffer” by Karl 
Jaspers (Jaspers, 1971, p. 114) represents the 
metaphysical entity, namely Transcendence, the 
absolute and infinite, which underlies all other 
dimensions (Citlot, 1971, p. xiv). The material 
object of Peo, by the Jawawawo community was 
appointed to the metaphysical level, in order to take 
part in the divinity of Ngga'e Mbapo in order to 
represent His presence for the community 
(Dillistone, 1986, p. 126). Through Peo, the people 
of Jawawawo put the godly mercy and the highest 
divine will (Nggae bhade modo, Mbapo wenggo 
mbe’o) as the source and foundation of unity. This 
baseline transforms the Jawawawo indigenous 
community unity to the transcendental level, so that 

it has a dimension of divinity, sacred power that 
gives rise to the realization that the task of 
preserving and maintaining community unity is a 
part of the divine mandate and dedication to Ngga'e 
Mbapo 

This underlying pattern can be an inspiration for 
the government in caring for and perpetuating 
national unity. For religious society, unity of the 
nation is sturdy when it gets grounded in divinity. 
Unity has a divine dimension, is sacred and eternal if 
God is placed as the basis and source of unity. God's 
involvement (absolute and unreachable) in national 
unity can only be presented through transcendental 
symbols. The government, in the preservation and 
perpetuation of national unity, can create 
transcendental symbols which consecrate and 
encourage unity, and revive the symbols of unity 
which already exist with the transcendental 
dimension. 

4 CONCLUSIONS  

There are three things that should be concluded from 
the discussion above. First, Peo is a transcendental 
symbol which presents a metaphysical dimension, 
namely the act of divinity over the land, creating the 
cosmos and uniting all elements of the community. 
Second, Peo as the symbol of divine intervention 
and the presence of divinity, is the center of the 
union of indigenous communities. The Jawawawo 
indigenous people who view the womb and the will 
of Ngga'e Mbapo as the basis for the existence of the 
community, live Peo as the center or axis of 
community unity as well as a paradoxical medium 
that connects with the highest divinity, Ngga'e 
Mbapo. Third, Peo's symbolism in Jawawawo 
indigenous people may inspire the government in 
developing and perpetuating unity by creating 
transcendental symbols which encourage national 
unity, and add meaning to the existing symbols of 
unity with the transcendental dimension. 
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Abstract: The success of education is not only determined by the process of education in schools and the   availability 

of facilities and infrastructure, but also determined by the community environment. Education is a shared 

responsibility between government, schools, society. This means implying that parents and the community 

have the responsibility to participate, to think and provide assistance in school education. In developed 

countries, schools are created by the community, so that the quality of schools is the center of their attention 

optimally by parents, stakeholders, communities and institutions in the community. In fact, we often find 

schools that do not have good names in the community, they will eventually die. This is because schools are 

not able to make good and harmonious relationships. Likewise, quality schools will be sought and even the 

public will pay high prices as long as children are accepted at school. Community empowerment needs to be 

improved, the current dilemma of the latest issue with indications of a lot of fees at school is seen as 

extortion which makes the role of the community weaker, because so far the community has participated in 

schools through SPP or money to school committees through school committee committees known as 

contributions the committee, in the presence of Tim Saber Pungli when this made the Society further away 

from school, with a dilemma between school fears in the indication that illegal costs had an impact on the 

loss of Community Empowerment in Schools. 

1 INTRODUCTION 

Society and education 
1. Why does education show people? 
The success of education is not only determined by 
the education process in schools and the availability 
of facilities and infrastructure, but also determined 
by the family or community environment. Education 
is therefore a shared responsibility between 
government (school), family and society. It’s means 
to imply that parents and the community have a 
responsibility to participate, to think and provide 
assistance in the provision of education in schools. 

The high participation of parents in schooling is 
one of the hallmarks of good school management, 
meaning the extent to which the community can be 
empowered in the education process in schools is an 
indicator of the school's management. Community 
empowerment in this education is essential for good 
schools (Kumars, 1989). The level of community 

participation in the educational process at this school 
seems to have a major impact on the progress of the 
school, the quality of teaching services in schools 
that will ultimately affect the progress and 
achievement of children in school. This is explicitly 
stated by Husen (1989) in his research that students 
can learn a lot because it is stimulated by homework 
provided by teachers and will work well thanks to 
their parents' efforts in providing support. 

Other studies that reinforce what is stated above 
by Levine and Hagigus, 1988) suggest that the 
family environment, the way of parental treatment of 
their children as one of their ways of participation in 
education can enhance the intellectual of the child. 
This parent's participation is heavily dependent on 
the characteristics and creativity of the school in 
using the approach to them. This means that the 
community will participate optimally in the 
implementation of education in the school is very 
dependent on what and how schools approach in 
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order to empower them as partners of quality 
schools. This is confirmed by Brownell that 
community knowledge about the program is the 
beginning of attention and support. Therefore, 
parents / communities who do not get explanations 
and information from schools about what and how 
they can help schools (especially in rural areas) will 
tend to not know what they will do, how they should 
do something to help the school. It is as a result of 
their incomprehension. In developed countries, 
schools are indeed created by the community, so the 
quality of school is at the center of their attention 
and they always strive to be defended. This can 
happen because they already believe that schools are 
the best and convincing way to nurture the growth 
and growth of their children. Given the high 
confidence in the ability of schools in the formation 
of their children in building a good future, they are 
actively and optimally participated from the 
planning, implementation and supervision of the 
management and administration of schools, due to 
high awareness of the community concerned. 

The importance of parent / community 
involvement on the success of this education has 
been proven by Richard Wolf in his research which 
concludes that there is a very significant correlation 
(0.80) between the family environment and the 
learning achievement. This research in Indonesia has 
also proved the same. 

Such high participation does not seem to occur in 
developing countries (including Indonesia). 
Hoyneman and Loxley stated that in developing 
countries most families cannot yet be expected to 
help more and lead student learning, so that students 
in developing countries spend less time in learning. 
This is because many community / parents of 
students have not understood the basic meaning of 
their role in children's education. Even Made Pidarta 
stated that in rural areas where the level of 
socioeconomic status is low, they almost ignore 
educational institutions and they fully surrender their 
child's education responsibilities to the school. 
 
2. The need to manage school relationships with 
the community 
The educational environment is everything that 
exists and takes place around the educational process 
(human and physical environment) all of these 
environmental circumstances play a role and 
contribute to the process of improving the quality of 
education and the quality of educational graduates. 
Top Management Attention (School Focus) should 
strive to integrate educational resources and make 
the most of it, so that all of these resources 
contribute to the provision of quality education, one 
of the sources that needs to be governed is the 
community environment or parents, including 

stakeholders. The question is: why education 
management needs to handle the community (need 
school relations and community), optimally parents, 
stakeholders, community leaders and institutions in 
the community. 

School organization is an organization that 
embraces open system, as open system means 
educational institution will not willingly, 
consciously or unconsciously will always occur 
contact relationship with its environment called 
supra system. These contact relationships are needed 
to keep the system or institution from becoming 
extinct. An organization that isolates itself, including 
the school as an organization if it does not make 
contact with its environment, will gradually die. 
Naturally (cannot exist), because the organization 
will only grow and develop if supported and needed 
by the environment. Only an open system has a 
misanthropy that is an ongoing effort to block the 
possibility of entropy or extinction. This means that 
the death of an educational institution will depend 
on and determined by the school itself, in terms of 
the extent to which it is able to maintain and 
maintain its communication with the wider 
community or he wants to become an open 
organization. 

In reality we often encounter schools that do not 
have a good name in society will eventually die. 
This is because the school is not able to make good 
and harmonies relationship with the supporting 
community. With a variety of reasons people do not 
want to send their children to school, which 
eventually makes the school die by itself. Similarly, 
a quality school will be sought and even the public 
will pay a high price as long as the child is accepted 
at the school. This favorite and non-favorite school 
seems to be closely related to the ability of the 
principal to approach and support his community, 
such as community leaders, business leaders, 
religious leaders and political figures or 
stakeholders. 

Hence, since Hajar Dewantara stated that 
education takes place in three environments, namely 
family, school and community environment. This 
means that education will not work if all three 
components do not work together in harmony. 
Kaufman mentions the partners / partners not only 
consist of teachers and students only. But also the 
parents /community. 

From the above description it is clear that 
educational institutions are not independent 
institutions in fostering the growth and development 
of sons, but they are an inseparable part of a broad 
society, and together with society build and improve 
all efforts to advance the school. This can be created 
if educational institutions are willing to open up and 
explain to the community what and how the 
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community can play a role in helping schools / 
educational institutions to advance and improve the 
quality of education. 

Schools in essence implement and have a double 
function to the surrounding community. What Stoop 
calls the service function and function of the leader 
(a function to promote society through the 
establishment of qualified human resources?) 

Any educational activity, let alone innovative, 
should be communicated with the community, 
especially the parents of the students, so that they 
understand why the activity should be done by the 
school and on which side they can play a role in 
assisting the school in realizing the innovative 
program. 

With a harmonious relationship there are several 
benefits of school relations with the community 
(school Public Relation), namely: 
For schools / educational institutions: 
a. Enlarge the self-inspection drive, because as it 

is known that the concept of education now is 
by the community, for the community and from 
the community and began the implementation of 
school-based management, the school 
supervision, especially the quality of the school 
will be done either directly or indirectly by the 
community, among others through education 
councils and school Committee. 

b. Facilitate / mitigate school loads in improving 
and improving the quality of education at the 
school level. This will be achieved if the school 
is really able to make the community as a 
partner in the development and improvement of 
schools. The community will fully support and 
help if the school is able to demonstrate quality 
performance. 

c. Allows improvement of teaching profession. 
Because basically the best laboratories for 
educational institutions is the community itself. 

d. Community opinion about school will be more 
positive / correct. Positive opinion will greatly 
assist schools in realizing all programs and 
school development plans optimally, because 
good opinion is the main capital for schools to 
get help from various parties. 

e. The community will participate in providing 
control / correction to the school. So schools 
will be more careful. 

f. The moral support of the community will grow 
towards the school making it easier to obtain 
material assistance. 

For the community, with a harmonious 
relationship between school and community then: 
1. Community / parents will understand about 

various matters concerning the implementation 
of education in school 

2. People's wishes and hopes for school will be 
more easily communicated and realized by the 
school. 

3. The community will have the opportunity to 
provide suggestions, suggestions and criticisms 
to help schools create quality school. 

2 THEORICAL FRAMEWORK 

1 Basic Concepts of Community Participation 
Management 

As described in the previous section, that the school 
as an institution cannot be separated from the 
community in the neighborhood school. The 
interconnectedness of the school with the 
community will be increasingly felt for parents as 
children grow and develop juvenile delinquency, 
substance abuse, low learning achievement and other 
learning problems. 
To understand what and for what school and 
community relations programs need to be applied 
intensively in the management of education, the 
following will address some key issues: Definition, 
Purpose, Principles of school relationships with the 
community. 
 
2 Understanding 
In general, people can say when contacts, meetings 
and other things between schools and people outside 
the school are connected with the community. Is this 
what is meant by school relation with society? 
Arthur B. Mochlan stated that school public 
relations is an activity done by schools or 
educational institutions to meet the needs of the 
community. What exactly is the community's need 
for educational institutions (schools)? Communities 
(more specifically parents) send their children to 
school so they can become adult human beings 
beneficial to their lives and to society in general. 
Practically we often hear the parents want their 
children to be achievement in school (especially 
NEM). This means the needs of society is the 
implementation and service of quality teaching and 
learning process with quality output also. This will 
be a burden for the school; with all the limitations it 
has (energy, cost, time and so on) 

Understanding above gives a signal to us that the 
relationship of schools with the community more 
emphasis on the fulfillment of community needs 
associated with educational institutions. 

When examined the above understanding, it 
seems more directed to the pattern of one-way 
relationship, namely the willingness of schools / 
educational institutions to meet the needs of the 
community on matters relating to educational 
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institutions. This means that the school is lacking, 
getting back from the community. 

A more complete definition is expressed by 
Bernays as quoted by Suriansyah (2000) which 
states that school relations with the community are: 
Information given to the public (providing 
information clearly and comprehensively to the 
public). 

Persuasion directed at the public, to modify 
attitude and action (persuade people to change 
attitudes and actions they need to take on schools). 

Effort to integrated attitudes and action of the 
institution with its public and the public with the 
institution (an effort to conduct attitudes and actions 
undertaken by schools with attitudes and action 
made by the community on a reciprocal basis, from 
school to community and from society to school) 

The above understanding gives us an idea of 
what is really the essence of school and community 
relationships. The most important thing from the 
above understanding is the information given to the 
community whose impact can change the attitude 
and actions of the community towards education and 
the community to give Sesutu for education 
improvement. 

By understanding the two concepts of school 
relationships with the community above, we can 
make a simple understanding of the relationship 
between school and community as a "process of 
growing activities and fostering mutual 
understanding to the community and parents about 
school vision and mission, school work program, 
face and various other school activities" This 
understanding provides the basis for the school that 
the school needs to have a clear vision and mission 
and work program, so that the community 
understands what the school wants to achieve and 
the problems faced by the school in achieving its 
goals through various activities undertaken by the 
school. 

Thus they can think about what roles the 
community / parents and other stakeholders can do 
to help the school. 

A deep, clear and comprehensive understanding 
of the school is one of the factors driving the birth of 
their support and support to the school. This is in 
line with what was suggested by C.L. Brownell as 
quoted by Suriansyah (2001) which states that: 
Knowledge of the program is essential to 
understanding, and understanding is basic to 
appreciation, appreciation is basic to support. 

Based on the opinion expressed by Brownell 
mentioned above, it can be claimed that schools / 
educational institutions need to do some activities in 
implementing the management of community 
participation in order to achieve the expected results 

and empower the community and other stakeholders. 
Some of these activities are: 

Always provide periodic explanations to the 
community about school education programs, 
problems encountered and progress that can be 
achieved by the school (serves as accountability). In 
order to understand the program by the community 
to touch the basics it must begin with the 
explanation of vision and mission as well as the 
goals of the school as a whole. What is meant by 
your school's vision and mission can deepen on 
other reference books. The reality is that not all 
schools are aware of or have a deep understanding of 
school vision and mission, so when people want to 
know deeply about it, the school (teachers, students, 
administrative staff, etc.) cannot give detailed 
explanation. This will give a bad impression to the 
community. 

If the explanations are understood by society and 
what is desired and the programs are in accordance 
with the needs of the community, their appreciation 
of the school will grow. The growth of this award 
will encourage their support and assistance in the 
school. Thus, the school program must be in line 
with the needs of the community. Because the 
customers and users of school graduates are the 
community or with the words of the school's 
customers are essentially students and parents of 
students and the community. Therefore, the needs 
and customer satisfaction is the main thing that must 
be considered by the school institution. For example: 
how will the community help schools if schools are 
held by religious and fanatic communities, schools 
never program school activities that are religious, so 
schools are isolated from their communities. Schools 
become for the environment of their own 
communities. This condition encourages people not 
to get involved in participating in school. Starting 
from the description above, it appears that the huge 
benefits for schools and the community if the school 
relationship with the community really can be 
manage and realized in full accordance with the 
above concept. 

In addition to the benefits described above, the 
proper execution of school relations with the 
community will provide other advantages such as: 
The community / parents and other stakeholders will 
understand clearly about the school's work, vision, 
mission, goals and work program, school progress 
along with the problems faced by schools in a 
complete, clear and accurate manner. 
Community / parents and other stakeholders will 
know the problems faced or may face the school in 
achieving the desired school goals. Thus they can 
see clearly where they can participate to help the 
school. 
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Schools will deeply remember the background, 
wishes and expectations of the community towards 
school. The introduction of community expectations 
and student’t parents educational institutions, 
especially schools is an important element in order 
to foster strong support from the community. If this 
is created, then apathy, indifference and ignorance 
will disappear. The question is, have the school 
know the expectations of the community? Or now 
the schools impose their hopes on the community! 
Let us analyze these conditions based on experience 
and vision so far in the practice of educational 
training at the primary school level. If we have not 
done so, then it is time to start the school to improve 
itself to build partnerships with the community or 
stakeholders for school progress. 

In reality that is found in institutional-
educational institutions today seems still little to find 
patterns of relationships that can encourage the 
creation of the four main points above. This is due to 
the perception that the improvement of school 
quality and the improvement of learning process is 
done by the school or government side unilaterally. 
While the community and parents of students simply 
requested assistance in the form of finance alone or 
there is a kind of perception as if the school is 
responsible for improving the quality. This 
misperception is the result of a lack of understanding 
of the community about education as well as the 
understanding of the school people about what and 
how school management should be maintained with 
the community. Besides, community empowerment 
still tends to funding aspect. 

 
3 The Purpose Of School Relations With The 

Community 
What exactly do you want to achieve in school 
relations activities with the community? Elsbree Dan 
Mc Nally was quoted by Suriansyah (2001) as 
saying that community-based activities aim to: 
a. To improve the quality of children's learning 

and growing. 
b. To rise community goals and improve the 

quality of community living 
c. To develop understanding, enthusiasm and 

support for community programs of public 
educations 

d. From this opinion it is seen that what is to be 
achieved in school relations activities with this 
community is not only get financial assistance 
from parents or community, but further than 
that is the development of children's learning 
ability and improvement of life quality of 
society, which in the end can grow their support 
for education. 

3 RESEARCH METHOD 

How is the relationship between school and 

community with improving the quality of 

community life, you try to discuss and analyze in 

groups? 

As a comparison material, you can learn the 

purpose of school relationships with the community 

put forward by L. Hagman as follows: 

a. To get help from parents or community, what 

help? Remember this help is not just money! 

b. To advance the education program. 

c. To develop togetherness and close cooperation, 

so that all problems and others can be done 

together and in a timely manner. 

From various descriptions above can be 

concluded by relation of school or educational 

institution with society actually aim to increase: 

a. Quality and lessons. The quality of school 

graduates in the aspects of conge, affective and 

psychomotor will only be created through the 

process of learning in class or outside the 

classroom. Quality learning process will be 

achieved if supported by various parties 

including parents / students. 

b. Quality of student learning outcomes. The 

quality of student learning will be achieved if 

there is a shared perception and action between 

schools, and parents. Togetherness is mainly in 

providing direction, guidance and supervision of 

children / students in learning. 

c. The quality of growth and development of 

learners and the quality of society (parents of 

students) itself. The quality of society will be 

built through educational processes and reliable 

educational outcomes. Quality graduates are the 

main capital to build the quality of society in the 

future. 

 

4 Principles of school relationships with the 

community 

Some of the principles that are considered and 

considered in the implementation of school 

relationships with the community are as follows: 

 

a. Integrity 

This principle implies that all school relations 

activities with the community must be integrated, in 

the sense of what is described; delivered to the 

society must be integrated information between 

information on academic activities and non-

academic activities. Avoid as far as possible the 

efforts hidden activities that have been, are and will 

be run by educational institutions, to avoid 
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misperceptions and suspicion of educational 

institutions. This is very important to improve the 

assessment and trust of the community / parents to 

the school, or in other words the transparency of 

educational institutions is very necessary, especially 

in the era of reform and this information, the public 

will be more critical and dare to give direct 

assessment about institutions education, 

 

b. Continuity 

School relations with the community must be done 

continuously, not only incidentally or occasionally, 

for example, only once a year or once in a semester / 

quarter, or only attended by the school when it will 

seek financial assistance to parents / community. 

This is what causes. 

People always assume that if there is a school 

call to come to school is always associated with 

asking for money assistance. 

The fact so far shows that the invitations to 

parents of students from schools are often 

represented to others, so their presence only ranges 

from 60% - 70% or even less than 30%. When this is 

conditioned, it is difficult for schools to have strong 

support from all parents and students. 

The development of information, the 

development of school awareness, the problems of 

schools and even the problems of student learning 

always appear and grow at all times, therefore need 

a continuous explanation of information from 

educational institutions for the community / parents 

of students, so that they are aware of the importance 

of their participation in improve quality of education 

of his sons and daughters, 

 

c. Coverage 

The granting activities of the confirmation should be 

comprehensive and cover all aspects / factors or 

substances that need to be conveyed and known by 

the community, such as the curricular program, 

curricular activities, remedial teaching and other 

activities. This principle also implies that all 

information should be complete, accurate and up to 

date. 

 

d. Simplicity 

This principle requires that in the process of school-

to-community relationships, both personal and group 

communication, the information giver (school) can 

simplify the various information presented to the 

community, in accordance with the conditions and 

characteristics of the listener (the local community). 

meaning that; 

 The information presented is expressed in words 

that are friendly and easy to understand and the 

use of the term wherever possible adapted to the 

level of understanding of the audience. 

 Use of clear words, liked by the community or 

familiar to the listener. 

 The information presented uses a local cultural 

approach. 

 

e. Constructiveness 

School relations programs with communities should 

be constructive in the sense that schools provide 

constructive information to the community. Thus the 

community will respond positively about the school 

and understand and understand in detail various 

problems (problem and constrain) 

The school faces. This principle also means in 

the presentation of information should be objective 

without emotion and engineering. Beside the 

information presented should be able to build the 

will and stimulate to think for the recipient of the 

information. Constructive explanations will appeal 

to society and will be accepted by society without 

certain prejudices; this will lead them to do 

something in accordance with the wishes of the 

school. 

 

f. Adaptability 

School relations programs with the community 

should be tailored to the circumstances within the 

community. Especially the adjustment to the 

activities, customs, culture (culture) and information 

materials that exist and apply in the life of the 

community. 

 

5. The procedures for implementing school 

relations with the community 

The procedures for implementing school relations 

with the community are carried out through the 

following four stages: 

 

a. Analyzing the community 

The first activity in the implementation of 

community participation management is to analyze 

the community that is related to the target of society, 

condition, character, needs and desire of society for 

education, problem, faced by society and other life 

aspects of society such as habit, attitude, ) etc. This 

is very important, because misunderstanding about 

the condition of the community, will cause programs 

that are developed and developed by schools in the 

context of community empowerment for education 

will be less precise. To do this analysis there are 

several ways you can use: 
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1. School residents have high sensitivity about the 

community environment or parents who become 

the citizens of the school. At this time many 

issues are developing in the community / 

parents about education, both deliberately 

developed by certain people and that developed 

due to educational policies by education 

officials including policies taken by schools 

such as about BOS, donation money for new 

students and etc. 

2. Conduct observations through surveys of 

customs, customs that support or even impede 

the progress of education in the midst of 

society. In this way it will provide great 

possibilities for school residents to access 

information, issues and community needs for 

their children's education in schools 

3. Conducting interviews and direct dialogue with 

the community especially through key 

informants, to find out what their needs and 

aspirations are. To be able to implement this, 

every school citizen needs to have a reliable 

interviewing ability. 

 

b. Conducting communication 

The second stage in establishing school relationships 

with the community is communicating with the 

target community. In communication according to 

John. L. Beckley, to succeed there are some things 

to note are: 

1. Practice self-control, in this case means before 

giving information to others, make sure that the 

information, instructions or targets given have 

been done by the informer. Therefore, if the 

school asks the community for the attention of 

the school, ask the school first whether the 

school has paid attention to the needs of the 

community. 

2. Appraised and where deserve, meaning in 

communication need to give appreciation to the 

opponent of communication, although the award 

is not always in the form of material, for 

example do not look away when the opposite 

communications speak, say good, nod and 

others. 

3. Criticize tactfully, meaning if you want to give 

criticism in communication, give wisely so as 

not to disturb the feelings of others. 

4. Always listen, make your effort to 

learn to listen to others, including in this case 

sensitive to other feelings by seeing the 

symptoms that appear. For example do not push 

to continue the conversation when it appears 

comrade communication is very bored. Do not 

dominate the conversation with others (the 

opponents of dialogue), listen to what they say 

(including their words through gestures), 

understand and view the meaning, if there is a 

difference of perception with them try to find 

the equation, do not enlarge the difference. 

5. Stress Reward, give reward / reward to the other 

person if it is worth the award. The award in 

question is not solely in material form, but also 

in non-material form. 

6. Considers the person interest, meaning pay 

attention to the interest of each individual the 

other person. Therefore, start a conversation 

from a matter of interest, hobby or center of 

attention of people. 

The success of communication is the key to 

success in achieving the goal of school relations 

with the community (communication is a key to 

successful team effort). This means that if you want 

to succeed in empowering the community to 

participate in the implementation of education in 

school, then the first key that must be mastered is the 

ability to communicate. 

 

c Engaging the community 

Involving the community is not just about delivering 

messages but more than demanding active 

community participation in school activities and 

programs. How the techniques for the community to 

be actively involved can you learn in the discussion 

section of school relations techniques with the 

community in the next 

4 ANALYSIS 

Engineering and Forms of School Relationship 

With The Community 

 

Edward F DeRoche says there are 20 ways to do 

relations school with community, that:  

If we look at some of these opinions, it appears 

that the implementation of school relations with the 

community can be done in various ways and media 

both direct media and indirect media. Even in 

today's technological developments, school 

relationships with communities can actually be done 

using modern technology such as internet telephony 

and so on. 

In developed countries particularly those that 

embraced the decentralization system, schools were 

reinforced and maintained by the community (wash, 

1979). Their awareness as the owner and the person 

in charge of education is very high, whereas in 

The Importance of Community Participation in Supporting Education in Schools amid Issues of Illegal Levies by the Saber Pungli Team in
the Educational Environment

325



 

developing countries, the community is still very 

much interested in the quality of education to the 

government, even though the government itself is 

very short of funds for that matter. 

Some examples of community participation in 

education are: 

1. Oversee the personal development and learning 

process of their children at home and if 

necessary provide reports and consultations 

with the school. This is rarely done by the 

parents of students, given the busy work or for 

other reasons. 

2. Provide home study facilities and guide 

youngsters to learn with full motivation and 

attention 

3. Provide the learning supplies needed to study in 

educational institutions (schools) 

4. Trying to pay tuition and other education 

assistance 

5. Provide feedback to the school about education, 

especially concerning his daughter's son. 

6. Willing to attend school when invited or in need 

by school 

7. Participate in the discussion of solving 

educational problems such as facilities, 

infrastructure, activities, finance, work program 

and so on. 

8. Helping the learning facilities that schools need 

in promoting the learning process. 

9. Lend the tools in need of school for practice, if 

the school requires it. 

10. Willing to be a trainer / resource person when 

required by the school. 

11. Accept the students gladly if they learn in the 

community environment (eg practicum) 

12. Provide services / explanations to students who 

are studying in the community 

13. Being a good and honest respondent to research 

students and educational institutions. 

14. For educational experts willing to be ekpert in 

fostering quality educational institutions 

15. For journalists are willing to become donors for 

school development 

16. To facilitate education communication 

17. Submitting proposals for educational 

improvement 

18. To control the course of education (social 

control) 

19. For community leaders are willing to be 

partners of education management in 

maintaining and promoting educational 

institutions. 

20. Participate in thinking and realizing the welfare 

of education personnel. 

5 RESULTS 

In addition to the above, there are other opinions that 

are developed based on some of the results of the 

study, which details that public participation in 

education that is expected by the school are as 

follows: 

1 Supervise / guide the children's habit of home 

study. 

Some of the activities that can be done in 

providing home studying habits guidance are as 

follows: 

a. Encourage the child to study regularly at home, 

including in this case the role of parents to 

guide and provide supervision to learning 

activities at home 

b. Encouraging children to develop timetables and 

learning time structures and establishing priority 

home activities oversight of implementation of 

home study schedule becomes very important 

for parents. This should receive attention for 

schools to be given clear and complete 

information about what and how they can do 

these activities. 

c. Guiding and directing the child in the use of 

study time, play and rest. 

d. Guiding and directing children to perform an 

activity that supports lessons in school. Parents 

are expected to play an active role in guiding 

the child and giving them the opportunity to 

engage in activities that support his self-

development towards maturity. 

 

2 To guide and support the children's academic 

activities 

a. Encourages and fosters the interest of children 

to diligent reading and diligent learning (interest 

in reading) the creation of a conducive climate 

situation that fosters reading interest is needed 

in the family environment so there is similarity 

between the climate created in school with 

home. This will accelerate the improvement of 

children's learning quality. 

b. Provide reinforcement to the child to perform 

activities that benefit him / her. gift giving, 

praise and other rewards are essential to 

strengthen the child's positive behavior 

c. Providing the right materials and facilities to 

suit the child's learning needs. 

d. knowing the strengths and weaknesses of 

children and learning problems and efforts to 

provide guidance 

e. supervising homework, learning activities of 

children 
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f. creating a home atmosphere that supports the 

child's academic activities 

g. Help functionally in learning and complete 

school tasks on time. 

 

3 Give encouragement to research, discuss ideas 

and or actual events 

a. encouraging the child to like to research has the 

motivation to write analyst / scientific 

b. providing facilities for children to conduct 

research 

c. encourage children to undertake scientific 

activities 

d. Discuss and talk with children about new ideas, 

ideas or about learning materials, useful 

activities, and actual problems and so on. 

 

4 Directing the child's academic aspirations and 

expectations 

a. Provide motivation for children to learn well as 

stock of the future. 

b. Encourage and cultivate the aspirations of 

children in learning. 

c. Knowing the acrivities of the childern’s school 

in learn something 

d. Knowing the standard hope school againt a 

child in study. 

e. Pesent at the teacher with parents students. 

f. Give positive reward toward performance child 

in the house. 

 

6 CONCLUSIONS 

Given the large influence of parents on the 

achievements of cognitive, affective and 

psychomotor aspects, Radin was quoted by Seifert & 

Hoffnung (1991) explaining there are six possible 

ways parents can do in influencing their children: 

a. Modeling of behaviors, that is, the style and the 

way the parent behaves in the presence of the 

children, in the daily intercourse or in any 

occasion will be a source of imitation for his or 

her children. Therefore, parents or family and 

community environment that shows negative 

behavior will greatly affect the behavior of 

children at home, at school, and in the 

community. In this connection, it is necessary to 

have common values and norms applicable in 

schools with those that apply in families and 

communities. 

b. Giving rewards and punishments (reward and 

punishment). The way parents reward and 

punishment also affects the child's behavior. 

c. Direct instruction (direct command), giving 

orders directly or indirectly affect the behavior, 

such as the expression of parents "do not be lazy 

to learn if you want to gift" statement is actually 

a wiser direct command, so it can foster 

children's motivation to study harder . Many 

people do not understand how rewards and 

punishments will have an impact on the 

educational process, consequently after a 

deviation in behavior from excessive giving is 

realized. 

d. Stating rules (stating rules), stating and 

explaining the rules by parents repeatedly will 

give warnings to children about what to do and 

what to avoid by children. 

e. Reasoning. At times of aggravation, parents 

may question the child's capacity to reason, and 

the way it is used by parents to influence them, 

for example, parents can remind their children 

of behavioral gaps with values held through 

statements. For example "now your rank is ugly, 

Karen aka lazy to learn, not because you are 

stupid!" 

f. Providing materials and settings. Parents need 

to provide various learning facilities required by 

their children such as books and so forth. But 

what books and facilities are appropriate to the 

needs of the school, many parents do not 

understand it. 
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Abstract: This study aims to analyze the factors that influence the timeliness of financial reporting as a form of 
accountability for the management of School Operational Assistance (BOS) funds in high schools in the 
City of Tebing Tinggi, North Sumatra Province. Factors tested in this study are human resource capacity, 
utilization of information technology, internal control, compiler motivation, leadership commitment, 
supporting infrastructure, complexity of company operations, professionalism, experience, and 
compensation of report compilers, to the timeliness of financial reporting. The data used in this study is 
primary data with the selection of samples using purposive sampling method. The sample of this study 
consisted of the managers of BOS funds in high schools in the City of Tebing Tinggi. The data analysis 
technique used is multiple linear regression analysis. The results of hypothesis testing show that the capacity 
of human resources, utilization of information technology, commitment of leaders, supporting infrastructure 
and experience have significant and partial effect on the timeliness of financial reporting. As for internal 
control, compiler motivation, operational complexity, professionalism and compensation have no significant 
effect on the timeliness of financial reporting in high schools in the City of Tebing Tinggi, North Sumatra 
Province.

1 INTRODUCTION 

The consequence of the reform era that took place in 
Indonesia was the demand for the government to 
organize autonomously in the regions. Therefore, in 
1999 Law No.22 of 1999 concerning Regional 
Government was enacted which regulated regional 
authority in the implementation of regional 
autonomy in a broad, real and responsible manner. 
Often with this, the community's encouragement of 
public accountability in local governments has also 
increased. Public accountability is defined as a form 
of obligation to account for the success or failure of 
the implementation of the organization's mission in 
achieving the goals and objectives that have been set 
before, through a media of accountability carried out 
periodically (Mardiasmo, 2006).  

Furthermore, as one of the manifestations of 
accountability stipulated in Law Number 32 of 2004 
concerning Regional Government, the regional 
central government is required to submit 

accountability reports in the form of financial 
statements. The Government Finance Report 
produced must meet the principles on time and be 
compiled in accordance with Government 
Accounting Standards in accordance with 
Government Regulation Number 2 of 2005. 
Kawedar (2008) states, that to improve 
accountability and transparency of the central and 
regional government financial reports, an audit is 
required by the Agency Financial Examiner (BPK).  

The timeliness principle is indispensable in 
relation to the period of examination conducted by 
the BPK and the drafting process for the RAPBN for 
the following year. In addition, the public's need for 
financial statements in each year is also an urgency 
regarding the importance of timeliness factors need 
to be met by the compilers of financial statements. 
As for several factors that can affect the timeliness 
of financial reporting, among others, the capacity of 
human resources, utilization of information 
technology, internal control, compiler motivation, 
leadership commitment, supporting infrastructure, 

328
Efridah, E.
Analysis of Affecting Factors Accuracy of Financial Reporting Time at the Middle School of City High Cliff.
In Proceedings of the 1st Unimed International Conference on Economics Education and Social Science (UNICEES 2018), pages 328-336
ISBN: 978-989-758-432-9
Copyright © 2020 by SCITEPRESS – Science and Technology Publications, Lda. All rights reserved



 

complexity of operations, professionalism, 
experience and compensation of report compilers.  

The education sector is one of the most important 
sectors that is the focus of development of the 
central and regional governments. This is reflected 
in the mandate of Law No. 23 of 2003 concerning 
the National Education System which stipulates a 
minimum education budget allocation of 20 percent 
of the National Budget and Regional Budget. The 
implication of this is accountability for the budget 
that has been given to the government as the 
executive, including the regional government. At 
this stage, timely financial reporting becomes crucial 
as a form of local government accountability to its 
people.  

The government has an obligation to finance the 
education of its citizens as stated in the 1945 
Constitution Article 31 paragraph 2. Therefore, since 
July 2005 the School Operational Assistance (BOS) 
program has been started to help the implementation 
of 9-year compulsory education in Indonesia and has 
played a significant role. School Operational 
Assistance (BOS) is a government program which is 
basically to provide funding for non-personnel 
operating costs for elementary schools as 
implementers of compulsory education programs. In 
addition, the background to the emergence of this 
program is to improve the condition of national 
education (Rahayu, 2017).  

The city of Tebing Tinggi is ranked sixth highest 
in terms of the education index and budget sector 
aspects of education from all regencies / 
municipalities in North Sumatra (Girsang, 2012). 
Therefore, financial reporting should be on time, 
starting at the school level, including high school 
(SMA) to the level of the City Government. 

2 THEORICAL FRAMEWORK 

Timeliness of Financial Reporting Time  
The financial report is a structured presentation of 
the financial position and financial performance of 
an entity (PSAK 1, 2012). Financial reports are the 
main means by which companies communicate 
financial information to people outside the company. 
Financial statements have an important meaning for 
all users who need financial information of a 
company, for example investors, creditors, and other 
users. The purpose of the financial statements is to 
provide information about the financial position, 
financial performance, and cash flow of the entity 
that is beneficial for most users of financial 
statements in making economic decisions (PSAK 1, 
2012).  
  

Timely is the information available to be used before 
losing the meaning of the users of financial 
statements, and the capacity is still available in 
decision making (Weygandt et. Al, 2013). If there 
are undue delays in reporting, the information 
produced will lose its relevance (PSAK 1, 2012).  
  
Human Resource Capacity  
Human resources (HR) are people who design and 
produce goods or services, supervise quality, market 
products, allocate financial resources, and formulate 
all organizational strategies and objectives. Human 
Resource Capacity is the ability of a person or 
individual, an organization (institutional), or a 
system to carry out its functions or authority to 
achieve its objectives effectively and efficiently 
(Zuliarti, 2012).  
 
Information Technology Utilization  
Information technology is a procedure or system 
used by humans to convey messages or information 
(Maryono and Patmi, 2007). Information technology 
includes computers ( mainframes, mini, micro ), 
software ( software ), databases , networks (internet, 
intranet), electronic commerce , and other types 
related to technology (Arfianti, 2011).  
  
Internal Control  
According to the Minister of Home Affairs No. 13 
of 2006 concerning Guidelines for Regional 
Financial Management, the definition of the 
Government Internal Control System is a process 
designed to provide adequate assurance regarding 
the achievement of regional government objectives 
as reflected in the reliability of financial statements, 
efficiency and effectiveness of program and activity 
implementation and compliance with laws and 
regulations (Pemendagri No.13 of 2006). The 
internal control system is an integral process for 
actions and activities carried out continuously by the 
leadership and all employees to provide adequate 
confidence in the achievement of organizational 
goals through effective and efficient activities, 
reliability of financial reporting, safeguarding state 
assets, and compliance with laws and regulations. 
invitation. The Government's Internal Control 
System, hereinafter referred to as SPIP, is an internal 
control system that is carried out comprehensively in 
the central and regional government (PP 60 of 
2008).  
  
Motivation  
The term motivation comes from the Latin word " 
movere " which means encouragement or 
movement. Motivation questions how to direct 
power and the potential to work towards the goals 
set (Hasibuan, 2006). Work motivation is a 

Analysis of Affecting Factors Accuracy of Financial Reporting Time at the Middle School of City High Cliff

329



 

motivation that occurs in the situation and work 
environment contained in an organization or 
institution. Basically, humans always want things 
that are okay, so the driving or driving power that 
motivates their work spirit depends on the 
expectations that will be obtained in the future if that 
hope becomes reality, then someone will tend to 
increase their motivation.  
  
Leadership Commitment  
Decree of the Minister of Administrative Reform of 
the Republic of Indonesia No. 25 / KEP / M / PAN / 
2004 states that the notion of commitment is 
determination, firm determination, and promise to 
do or realize something that is believed. Effective 
leaders will be able to carry out their functions 
properly, not only shown by the power they possess 
but also by the leader's attention to the welfare and 
satisfaction of employees towards leaders and the 
improvement of the quality of employees.  
  
Supporting Infrastructure Facilities  
Supporting facilities and infrastructure is a measure 
of the level of service available at adequate facilities. 
In government agencies must pay attention to the 
needs and operational equipment because it is a tool 
to support the success of a vision, mission and goals 
in an organization (Zuliarti, 2012).  
  
Operation Complexity  
The complexity of operating an entity is a result of 
the formation and division of work that has scope 
with a number of different units. Increasingly 
complex dependencies occur when organizations 
with various types or numbers of jobs and units pose 
more complicated managerial and organizational 
problems. (Martius, 2012) As for Torang (2013) 
shows complexity refers to the level of 
differentiation that exists within an organization. 
Differentiation means that an organization is 
composed of many different units that do different 
jobs and use different methods.  
  
Professionalism  
Professionalism is defined as the behavior, ways and 
qualities that characterize a profession. Someone is 
said to be a professional if his work has the 
characteristics of a technical or ethical standard of a 
profession. Professional characteristics include 
competency, effectiveness, efficiency, and 
responsibility (Sedarmayanti, 2010).  
  
Experience  
According to Hasan (2005) in the Big Indonesian 
Dictionary the experience can be interpreted as 
having been experienced (lived, felt, borne, etc.). 
Asih (2006) states that an employee who has high 

work experience will have advantages in several 
things including detecting errors, understanding 
errors, and finding the cause of the emergence of 
mistakes.  
  
Compensation  
Compensation is something that employees receive 
as a substitute for their service contribution to the 
company or organization (Veithzal, 2005). The 
provision of compensation is one of the 
implementation of HRM functions that relate to all 
types of individual rewards as an internal exchange 
do organizational tasks. Compensation is the main 
cost of expertise or work and loyalty in the 
company's business.  
  
HYPOTHESIS  
The Influence of Human Resource Capacity on 
the Timeliness of Financial Reporting  
The relationship between the capacity of human 
resources to the timeliness of financial reporting can 
be stated that the higher the capacity factor of human 
resources will increase the timeliness of financial 
reporting. Conversely, if the capacity of human 
resources is lower, then the timeliness of financial 
reporting will also be lower. Therefore, the 
following hypothesis can be stated:  

H 1: The capacity of human resources 
influences the timeliness of reporting finance.  

  
Effect of Information Technology Utilization on 
the Timeliness of Financial Reporting  
The relationship between the use of information 
technology to the timeliness of financial reporting 
can be stated that the higher the utilization of 
information technology, the more timeliness of 
financial reporting. Conversely, if the utilization of 
information technology is lower, then the timeliness 
of financial reporting will also be lower. Therefore, 
the following hypothesis can be stated:  

H 2: The use of information technology 
influences the timeliness of reporting finance.  

  
The Influence of Internal Control on the Timeliness 
of Financial Reporting  
The relationship between internal control and 
timeliness of financial reporting can be stated that 
the higher the internal control factor, the more 
timeliness of financial reporting will increase. 
Conversely, if internal controls are lower, then the 
timeliness of financial reporting will also be lower. 
Therefore, the following hypothesis can be stated:  

H 3: Internal controls affect the timeliness of 
reportingfinance.  

  
Effect of Motivation on Timeliness of Financial 
Reporting  
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The relationship between motivation and timeliness 
of financial reporting can be stated that the higher 
the motivation factor, the more timeliness of 
financial reporting will increase. Conversely, if 
motivation decreases, then the timeliness of financial 
reporting will also decrease. Therefore, the 
following hypothesis can be stated:  

H 4: Motivation affects the timeliness of 
financial reporting.  

  
Effect of Leadership Commitment to the 
Timeliness of Financial Reporting  
The relationship between the leadership commitment 
to the timeliness of financial reporting can be stated 
that the higher the leadership commitment factor, the 
more timely the financial reporting. Conversely, if 
the leadership commitment decreases, then the 
timeliness of financial reporting will also decrease. 
Therefore, the following hypothesis can be stated:  

H 5: Leadership commitment influences the 
timeliness of financial reporting.  

  
The Effect of Supporting Infrastructure Facilities 
on the Timeliness of Financial Reporting  
The relationship between supporting infrastructure 
and the timeliness of financial reporting can be 
stated that the higher the supporting infrastructure 
facilities, the more timely the financial reporting. 
Conversely, if the supporting infrastructure 
decreases, then the timeliness of financial reporting 
will also decrease. Therefore, the following 
hypothesis can be stated:  

H 6: Support infrastructure facilities affect 
the timeliness of financial reporting.  

  
Effect of Operational Complexity on the 
Timeliness of Financial Reporting  
The relationship between the complexity of 
operations and the timeliness of financial reporting 
can be stated that the higher the factor of operational 
complexity, the greater the timeliness of financial 
reporting. Conversely, if the operating complexity 
decreases, then the timeliness of financial reporting 
will also decrease. Therefore, the following 
hypothesis can be stated:  

H 7:  Operational complexity affects the 
timeliness of financial reporting.  

  
Professionalism Influence on the Timeliness of 
Financial Reporting  
The relationship between professionalism and 
timeliness of financial reporting can be stated that 
the higher the professionalism factor, the more 
timeliness of financial reporting will increase. 
Conversely, if professionalism decreases, then the 
timeliness of financial reporting will also decrease. 
Therefore, the following hypothesis can be stated:  

H 8: Professionalism affects the timeliness of 
financial reporting.  

 
The Effect of Experience on the Timeliness of 
Financial Reporting  
The relationship between experience with the 
timeliness of financial reporting can be stated that 
the higher the experience factor will increase the 
timeliness of financial reporting. Conversely, if the 
experience is lower, then the timeliness of financial 
reporting will experience even lower. Therefore, the 
following hypothesis can be stated:  

H 9: Experience affects the timeliness of 
financial reporting.  

  
Effect of Compensation on the Timeliness of 
Financial Reporting  
The relationship between compensation for financial 
reporting timeliness can be stated that the higher the 
compensation factor will increase the timeliness of 
financial reporting. Conversely, if compensation 
decreases, then the timeliness of financial reporting 
will also decrease. Therefore, the following 
hypothesis can be stated:  

H 10: Compensation affects the timeliness of 
financial reporting.  

  
Effect of Simultaneous Independent Variables on 
the Timeliness of Financial Reporting  
The relationship between independent variables 
simultaneously on the timeliness of financial 
reporting can be stated that the higher the capacity 
factor of human resources, the use of information 
technology, internal control, motivation, 
commitment of leaders, supporting infrastructure, 
complexity of operations, professionalism, 
experience and simultaneous compensation will 
further increase the timeliness of financial reporting. 
Conversely, if the capacity of human resources, 
utilization of information technology, internal 
control, motivation, leadership commitment, 
supporting infrastructure, operational complexity, 
professionalism, experience and compensation are 
simultaneously lower, then the timeliness of 
financial reporting will also be lower. Therefore, the 
following hypothesis can be stated:  

H 11: Capacity of human resources, utilization 
of information technology, internal control, , 
leadership commitment, supporting 
infrastructure, complexity of operations, 
professionalism, experience and compensation 
simultaneously affect timeliness of financial 
reporting. 
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3 RESEARCH METHOD 

Table 1: Variables affect timeliness of financial 

reporting 

a. Dependent Variable: TIMELINESS  
Source: Processed Data of Researchers, 2018  
  

Based on Table 1 it can be seen that the variable 
capacity of human resources (X 1 ), utilization of 
information technology (X 2), commitment of 
leaders (X 5 ) supporting infrastructure (X 6 ), and 
experience (X 9 ) have a significance value <0, 05 
which means that these variables affect the 
timeliness of financial reporting. The internal control 
variables (X 3 ), compiler motivation (X 4), 
operational complexity (X 7 ), professionalism (X 
8), and compensation (X 10 ) have a significance 
value> 0.05, which means that these variables affect 
timeliness of financial reporting.  
  
Simultaneous Test (Test F)  
The F test is used to test the simultaneous effect on 
factors that affect the dependent variable. The 
guidelines used to accept or reject the hypothesis 
are:  
1. Ha is accepted if the p-value value is in the sig 

column . < level of significant (α) 5%.  
2. Ho is accepted if the p-value value is in the sig 

column . > level of significant (α) 5% .  
Following are the results of partial testing in this 
study:  

Table 2: Simultaneous Test Results (Test-F) 
ANOVA a  
Model  Sum of 

Squares  
df  Mean 

Square  
F  Sig.  

Regression  179,764  10  17,976  50, .000 

234 b  
Residual  22,903  64  .358      
Total  202,667  74        

a. Dependent Variable: Y  
b. Predictors: (Constant), X10, X1, X7, X8, X9, X4, X2, 
X6, X5, X3  

Source: Processed Data of Researchers, 2018  
  

Based on Table 2 that significant value 0.000 
<0.05 so that it can be stated that simultaneously the 
human resource capacity variable (X 1), use of 
information technology (X 2), internal control (X 3), 
motivation constituent (X 4), Leader commitment (X 
5 ), supporting facilities and infrastructure (X 6 ), 
operational complexity (X 7 ), professionalism (X 8 
), experience (X 9 ), and report compiler 
compensation (X 10 ) have a significant effect on the 
timeliness of financial reporting (Y).  
  
  
Determination Coefficient  
The coefficient of determination (R 2 ) measures 
how far the ability of the model in explaining the 
variation of the dependent variable. The coefficient 
of determination is between zero or one. A small R 2 
value means the ability of independent variables to 
explain the variation of the dependent variable is 
limited. A value close to one means that independent 
variables provide almost all the information needed 
to predict the variation of the dependent variable. 
Here are the results of the coefficient of 
determination in this study:  

Table 3: Determination Coefficient 
Summary Model b

Model R R Square  Adjusted 
R Square  

Std. Error 
of the 
Estimate

1 .942 a .887 .869  .9821
a. Predictors: (Constant), X10, X1, X7, X8, X9, 
X4, X2, X6, X5, X3
b. Dependent Variable: Y

 
Source: Processed Data of Researchers, 2018  
  

Based on Table 3 obtained coefficient value (R) 
of 0.942 which shows the magnitude of the 
relationship between variables, with the coefficient 
of determination ( Adjusted R square ) of 0.869 or 
86.9%. This means the variable capacity of human 
resources (X 1 ), utilization of information 
technology (X 2 ), internal control (X 3 ), motivation 
of compilers (X 4 ), commitment of leaders (X 5 ), 
supporting facilities and infrastructure (X 6 ) , the 
complexity of operating the company (X 7 ), 

Model  Unstandardized 
Coefficients  

Stand. 
Coeffic

ients  

t  Sig.  

B  Std. Error  Beta  

  

(C
onst
ant)  

-2.488  1,304  
  

-1.907 .061  

X1  .116  .054  .134  2,128  .037  
X2  .172  .060  .232  2,894  .005  
X3  -.073  .058  -130  -1.242 .219  
X4  .010  .024  .032  .397  .693  
X5  .367  .073  .512  5,022  .000  
X6  .199  .069  .263  2,902  .005  
X7  -.023  .084  -.026  -270  .788  
X8  .045  .033  .183  1,393  .168  
X9  .151  .051  .183  2,972  .004  
X10  -111  .029  -.024  -.371  .712  
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professionalism (X 8 ), experience (X 9 ), and 
compensation for the report compiler (X 10 ) can 
explain the variable timeliness of reporting by 
86.9%. While the remaining 13.1% is explained by 
other variables outside this estimation model. 

4 RESULTS 

Based on the tests that have been carried out in this 
study, the discussion of the results of each 
hypothesis can be explained as follows:  

  
The Influence of Human Resource Capacity on 
the Timeliness of Financial Reporting  
Based on the partial test results significantly the 
value obtained by 0 .037 (less than 0.05) in the 
variable human resource capacity which means that 
H 0 is rejected H a accepted. Therefore, it can be 
concluded that partially the capacity of human 
resources has a significant effect on the timeliness of 
financial reporting in high schools in the city of 
Tebing Tinggi.  

The existence of a positive influence means that 
the higher the capacity factor of human resources, 
the greater the timeliness of financial reporting. 
Conversely, if the capacity of human resources is 
lower, then the timeliness of financial reporting will 
also be lower. Therefore, senior high schools in the 
city of Tebing Tinggi need to increase the capacity 
of human resources to be able to improve the 
timeliness of financial reporting. Efforts that can be 
made include conducting routine technical guidance 
to the compilers of financial statements.  

  
Effect of Information Technology Utilization on 
the Timeliness of Financial Reporting  
Based on the results of testing partially obtained a 
significant value of 0 .005 (less than 0.05) on the 
variable utilization of information technology which 
means that H 0 is rejected H a accepted . Therefore, 
it can be concluded that partially the use of 
information technology has a significant effect on 
the timeliness of financial reporting in high schools 
in the city of Tebing Tinggi.  

The existence of a positive influence means that 
the higher the utilization of information technology , 
the more timeliness of financial reporting. 
Conversely, if the utilization of information 
technology is lower, then the timeliness of financial 
reporting will also be lower. Therefore, high schools 
in Tebing Tinggi need to increase the use of 
information technology so as to improve the 
timeliness of financial reporting. Efforts that can be 

made include conducting information technology 
training routinely to the compilers of financial 
statements.  

  
The Influence of Internal Control on the 
Timeliness of Financial Reporting  
Based on the partial test results significantly the 
value obtained by 0 .219 (greater than 0.05) in the 
variable internal control means H a rejected H 0 
accepted. Therefore, it can be concluded that 
partially internal control has no significant effect on 
the timeliness of financial reporting in high schools 
in the city of Tebing Tinggi.  

From these results it can be stated that internal 
control carried out is not a significant factor in 
influencing the timeliness of financial reporting of 
High Schools in the City of Tebing Tinggi. Based on 
observations made, this is possible because the 
financial report compilers have independent 
awareness to produce timely financial statements, so 
that internal control does not significantly affect the 
performance of financial reporters.  

  
Effect of Motivation on Timeliness of Financial 
Reporting  
Based on the partial test results significantly the 
value obtained by 0 .693 (greater than 0.05) in the 
variable motivation means H a rejected H o 
accepted. Therefore, it can be concluded that 
partially motivation has no significant effect on the 
timeliness of financial reporting in high schools in 
Tebing Tinggi.  

From these results it can be stated that the 
motivation of the compilers of the financial 
statements is not a significant factor in influencing 
the timeliness of financial reporting of High Schools 
in the City of Tebing Tinggi. Based on observations 
made, this can occur because the financial report 
compilers have sufficient understanding and 
awareness of the tasks that must be done, so that 
personal motivation does not have a significant 
influence on the timeliness of financial reporting in 
high schools in Tebing Tinggi.  

  
Effect of Leadership Commitment to the 
Timeliness of Financial Reporting  
Based on the partial test results significantly the 
value obtained by 0 .000 (less than 0.05) in the 
variable management commitment which means that 
H 0 is rejected H a accepted. Therefore, it can be 
concluded that partially the leadership commitment 
has a significant effect on the timeliness of financial 
reporting in High Schools in the City of Tebing 
Tinggi.  
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The existence of a positive influence means that 
the higher the leadership commitment factor , the 
more timeliness of financial reporting will be. 
Conversely, if the leadership commitment is lower, 
then the timeliness of financial reporting will be 
lower. Therefore, senior high schools in the city of 
Tebing Tinggi need to continue to improve the 
commitment of leaders in order to build an 
atmosphere and a supportive work environment for 
the compilers of financial statements.  
 
The Effect of Supporting Infrastructure Facilities 
on the Timeliness of Financial Reporting  
Based on the results of partial testing obtained 
significant value of 0 .005 (less than 0.05) on the 
supporting infrastructure facilities, which means that 
H 0 is rejected H a accepted . Therefore, it can be 
concluded that partially supporting infrastructure has 
a significant effect on the timeliness of financial 
reporting in high schools in Tebing Tinggi.  

The existence of a positive influence means that 
the higher the factor of supporting infrastructure 
means that it will increase the timeliness of financial 
reporting. Conversely, if the supporting 
infrastructure is getting lower, then the timeliness of 
financial reporting will be even lower. Therefore, 
high school in Tebing Tinggi needs to continue to 
improve supporting infrastructure, including through 
the procurement and maintenance of facilities and 
supporting facilities for the compilers of financial 
reports in high schools in Tebing Tinggi.  

  
Effect of Operational Complexity on the 
Timeliness of Financial Reporting  
Based on the partial test results significantly the 
value obtained by 0 .788 (greater than 0.05) in the 
variable complexity of the operation, which means 
H a rejected H o accepted. Therefore, it can be 
concluded that partially operating complexity has no 
significant effect on the timeliness of financial 
reporting in high schools in Tebing Tinggi.  

From these results it can be stated that the 
complexity of operations in school entities is not a 
significant factor in influencing the timeliness of 
high school financial reporting in the City of Tebing 
Tinggi. Based on observations made, this can occur 
because of the existence of an adequate Standard 
Operating Procedure (SOP) for financial report 
compilers in each stage and process of preparing 
financial statements, so that various situations that 
can occur can be anticipated by financial report 
compilers.  

  

Professionalism Influence on the Timeliness of 
Financial Reporting  
Based on the partial test results significantly the 
value obtained by 0 .168 (greater than 0.05) in the 
variable professionalism which means that H a 
rejected H o accepted. Therefore, it can be 
concluded that partially professionalism has no 
significant effect on the timeliness of financial 
reporting in high schools in Tebing Tinggi.  

From these results it can be stated that 
professionalism in school entities is not a significant 
factor in influencing the timeliness of high school 
financial reporting in Tebing Tinggi City. Based on 
observations made, this can occur because actually 
the compilers of financial statements have had an 
adequate level of professionalism. This is possible 
because in order to obtain a position as a compiler of 
financial statements, professional criteria must first 
be fulfilled, so that if an employee is unprofessional 
it is not feasible to obtain a position as a compiler of 
financial statements at High Schools in Tebing 
Tinggi City.  

  
The Effect of Experience on the Timeliness of 
Financial Reporting  
Based on the results of testing partially obtained a 
significant value of 0 .004 (smaller than 0.05) in the 
experience variable, which means that H 0 is 
rejected H a accepted . Therefore, it can be 
concluded that partially the experience has a 
significant effect on the timeliness of financial 
reporting in high schools in the city of Tebing 
Tinggi.  

The existence of a positive influence means that 
the higher the experience factor , the greater the 
timeliness of financial reporting will be. Conversely, 
if the leadership commitment is lower, then the 
timeliness of financial reporting will be lower. 
Therefore, senior high schools in Tebing Tinggi 
need to maintain the turnover rate of the compilers 
of financial statements so that the compilers of the 
financial statements who have experience do not 
move much to other units.  

  
Effect of Compensation on the Timeliness of 
Financial Reporting  
Based on the partial test results significantly the 
value obtained by 0 .712 (greater than 0.05) in the 
variable compensation means H a rejected H o 
accepted . Therefore, it can be concluded that 
partially compensation has no significant effect on 
the timeliness of financial reporting in high schools 
in the city of Tebing Tinggi.  
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From these results it can be stated that 
compensation is not a significant factor in 
influencing the timeliness of financial reporting for 
High Schools in the City of Tebing Tinggi. Based on 
observations made, this can occur because the 
compilers of financial statements in high schools in 
the city of Tebing Tinggi view the timeliness of 
financial reporting as an obligation inherent in his 
position, so that compensation is not a major factor 
consideration of the compilers of financial 
statements in producing timely financial statements . 

5 CONCLUSIONS 

Based on the results of the research and discussion 
carried out, it can be concluded as follows:  
1. The capacity of human resources has a 

significant effect on the timeliness of financial 
reporting in high schools in the city of Tebing 
Tinggi.  

2. The use of information technology has a 
significant effect on the timeliness of financial 
reporting in high schools in the city of Tebing 
Tinggi.  

3. Internal control has no significant effect on the 
timeliness of financial reporting in high schools 
in the city of Tebing Tinggi.  

4. The motivation of the compiler has no 
significant effect on the timeliness of financial 
reporting in high schools in the city of Tebing 
Tinggi.  

5. Leadership commitment has a significant effect 
on the timeliness of financial reporting.  

6. Supporting infrastructure has a significant effect 
on the timeliness of financial reporting in high 
schools in the city of Tebing Tinggi.  

7. Operating complexity has no significant effect 
on the timeliness of financial reporting in high 
schools in the city of Tebing Tinggi.  

8. Professionalism has no significant effect on the 
timeliness of financial reporting.  

9. Experience has a significant effect on the 
timeliness of financial reporting in high schools 
in the city of Tebing Tinggi.  

10. Compensation of the report compiler has no 
significant effect on the timeliness of financial 
reporting in high schools in the City of Tebing 
Tinggi.  

11. The capacity of human resources, utilization of 
information technology, internal control, 
motivation, leadership commitment, supporting 
infrastructure, operational complexity, 
professionalism, experience and compensation 

simultaneously influence the timeliness of 
financial reporting in high schools in Tebing 
Tinggi . 
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Abstract: Cultural differences and beliefs in multicultural societies should make a country "rich in culture". However, 
differences that cannot be managed properly will lead to social conflict. The conflict has already arisen in 
our country, even reaching an alarming stage. This condition is exacerbated precisely by rapid technological 
progress. News that ignites anger because of differences of opinion, ethnicity, or belief in one place can 
provoke an attitude of intolerance in another. The younger generation which is expected to be a bridge to 
unite multicultural, instead becomes an agent that aggravates this social conflict. Therefore, one alternative 
learning method is needed that can improve students' social skills as a multicultural country color. One of 
them is sociodrama. This method requires students to play roles in solving social conflicts. The research 
method used in this paper is a literature study. Data collection is done by reviewing books, documents, 
journals and other relevant sources. Based on the literature obtained, it can be concluded that sociodrama is 
an alternative method of effective learning that can improve students' social skills in solving social conflicts.

1 INTRODUCTION 

Indonesia is a multicultural country. Nobody will 
deny that Indonesia consists of a variety of people, 
ethnic groups, ethnic groups or social groups, 
beliefs, religions, and cultures that differ from one 
region to another that dominate the cultural treasures 
of Indonesia. Data shown from BPS in 2010, 
Indonesia has 1331 tribal categories. In a follow-up 
study of tribal diversity, in which diversity was 
measured with Ethic Fractionalize Index (EFI) of 
0.81 and Ethic Polarized Index (EPOI) of 0.5. These 
figures illustrate that Indonesia is a country that has 
a very high cultural heterogeneity. 

Basically, the multiculturalism that was formed 
in Indonesia was the result of various and wide 
socio-cultural and geographical conditions. 
According to geographical conditions, Indonesia has 
many islands where each island is inhabited by a 
group of people who form a society. From this 
society a culture is formed about the community 
itself. Of course this has an impact on the existence 
of very many and diverse cultures. 

 

Indonesian cultural diversity should be 
Indonesia's own cultural wealth. The admiration of 
the overseas community for the uniqueness of every 
Indonesian culture has also become an attraction for 
Indonesian tourism. Not only that, miss grand 
International representatives in the past two years 
have always won the championship as The Best 
National Costume (Indra, 2017). Please note that 
The Best National Costume is designed based on 
local cultures. This certainly has a positive impact 
on the Indonesian economy. 

The positive impact of cultural diversity was also 
explained very clearly by Parekh (2012) in his book 
entitled Rethinking Multiculturalism. According to 
him there are four advantages of a country that has 
cultural diversity. First, cultural diversity increases 
choice and broadens freedom in choosing alternative 
cultures. Second, cultural diversity creates a rich 
world. Third, diversity encourages a healthy 
competition. Fourth, diversity helps adapt to all 
changes more quickly. 

The wealth of Indonesia's cultural diversity does 
not always present a positive impact on Indonesian 
life. A high level of heterogeneity can also be a 
major threat to the unity of the country because of 
the gap between people born and raised with 
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different cultures. People from different regions with 
different backgrounds, social structures, and 
different characters, have different views with ways 
of thinking in dealing with their own lives and 
problems. This difference will potentially create 
misunderstandings in communication so that it often 
leads to disputes. 

The conditions above will be more severe if 
Indonesian people do not have social skills in cross-
cultural socialization. Do not rule out the possibility 
that it will lead to conflicts and divisions that are 
only emotionally based among individual 
communities, let alone the condition of the 
Indonesian population is very easily influenced by 
information without going deeper. This is evident 
from the many problems of inter-ethnic, inter-
religious, inter-regional, and other disputes within 
this decade. 

Inter-tribal disputes and the appearance of 
intolerance are also influenced by technological 
advances. Information about disputes due to cultural 
or belief differences can easily be spread through 
technological assistance. This dissemination of 
information has caused conflicts in one place to be 
transmitted to other places because of a sense of 
cultural solidarity or belief. For example, the 
Lampung and Bali tribal wars that occurred in 
Lampung, the sense of solidarity of Balinese people 
who saw their brothers in Lampung as victims gave 
them a strong motivation to come to Lampung to 
provide assistance. In addition, these conditions also 
make Lampung people in Bali to be careful because 
it does not rule out the possibility of becoming a 
resentment of anger from Balinese citizens. The 
same thing was expressed by Harahap (2017, p. 14).  

"... chaos and violence in certain areas can be 
reciprocated in other areas or residents of other 
regions come to areas that are turbulent and take 
actions of resistance or retaliation. For example, the 
desire of some Indonesians to participate in fighting 
in Palestine, Afghanistan and Syria without adequate 
procedures, provisions, abilities and knowledge. At 
the same time, the desire of a number of Muslims 
demanded retaliation from Buddhists in Indonesia 
for the persecution of Islam by Buddhists in the 
Rohingya in the decade of this century. In other 
forms, because there are adherents of certain 
religions, it is difficult to get permission in the 
establishment of places of worship in an area. Then 
the adherents of the religion retaliate by making the 
religious house of worship in their area "make a 
difference” 

Based on this, it is necessary to think of an 
alternative of education methods that can improve 
students' social skills in a multicultural environment, 
especially in an era full of these disruptions. One 
alternative is through the application of the 

sociodrama method. This method will help students 
emotionally understand the position of other 
students who are different cultures from themselves 
so that it will make it easier for students to live in 
cross-cultural communities. 

2 THEORICAL FRAMEWORK 

2.1 Social Skill 
Social skills are often identified with the term social 
interaction. whereas these two terminologies are 
certainly different. social interaction covers all ways 
of communicating both communication that is done 
positively or negatively (Tasrif, 2008), while social 
skills are the ability to communicate positively. it 
shows that the scope of social interaction is greater 
than social skills. Similar things are also presented 
by Gardner (2007: 106) that social skills refer to 
special abilities related to interpersonal intelligence, 
such as the ability to organize groups, the ability to 
negotiate solutions, abilities establish relationships, 
and social analytical skills. Based on the explanation 
of the definition of social skills above, the 
operational definition of social skills in this study is 
the ability to interact with other people in positive 
ways that can be accepted or valued socially and 
bring benefits to themselves and others. 

Figure 1: social skill network (Maryani, 2011, p.19) 
 

The chart above is a chart that describes social 
skills. The chart illustrates social skills divided into 
four parts. First, basic skills interact. These skills can 
be seen from someone who is trying to get to know 
others, eye contact, sharing information or material. 
Second, communication skills. Communication 
skills are manifested in the form of listening and 
speaking in turns softening the sound (not snapping); 
convincing people to be able to express opinions; 
listen until the person completes the conversation. 
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Third, team / group building skills, these skills are 
manifested in the act of accommodating people's 
opinions, cooperating, helping each other, paying 
attention to each other. Fourth, skills to solve 
problems, self-control, empathy, thinking about 
others, obeying agreements, finding a way out by 
discussing, respecting different opinions. 

Bellack and Hersen (in Gilbert et al. 1991: 67) 
describe 5 dimensions of social skills. This 
dimension is considered as a unit that can provide an 
overview of an individual's ability to express his 
feelings both verbally and non-verbally so that 
others can respond when social interactions occur. 
The 5 dimensions are: 
1. Influence Dimension, which is a dimension that 

describes an individual's ability to influence or 
apply persuasion tactics effectively so that 
others are affected by them. 

2. Communication Dimension, which is a 
dimension to measure an individual's ability to 
communicate by listening openly and sending 
messages that can convince others. 

3. Conflict Management Dimension, which is a 
dimension that describes an individual's ability 
to manage conflict by negotiating and 
identifying potential conflicts to be resolved 
openly with the principle of 'all wins'. 

4. Leadership Dimension, which is a dimension 
that shows an individual's ability to lead by 
inspiring, motivating and guiding individuals 
toward the right goal. 

5. Dimension of Change Catalyst, which is a 
dimension that describes an individual's ability 
to act as a catalyst for change by initiating and 
managing change to make others aware of the 
need for change and removal of obstacles. 

 
2.2 Sociodrama 
Sociodrama is also often referred to as role playing. 
Sagala (2009, p. 213) defines sociodrama as a 
method of teaching in which students get the task of 
the teacher to dramatize a social citation that 
contains a problem so that students can solve 
problems that arise from social situations. 

Ahmad and Supriyono (2004: 123) state that 
sociodrama is a way that provides opportunities for 
students to dramatize someone's attitudes, behavior 
or appreciation as practiced in everyday social 
relationships in society. The definition proposed by 
Ahmad and Supriyono is slightly different from the 
emphasis from Sagala. Sagala strongly emphasizes 
two things, namely the existence of social conflict 
and ends with solutions that can be thought of by 
students, while Ahmad and Supriyono do not 
emphasize these two things. For Ahmad and 
Supriyono, sociodrama is only limited to the 

realization of the realities of everyday life, both in 
joy and sorrow. 

The purpose of using sociodrama according to 
Abu Ahmad & Widodo Supriyono (2004, p.123) is: 
(1) Describing how someone or several people face 
social situations; (2) How to describe how to solve a 
social problem; (3) Grow and develop a critical 
attitude towards behavior that must or should not be 
taken in certain social situations; (4) Providing 
experience or appreciation of certain situations; (5) 
Providing opportunities to review social situations 
from various perspectives. 

Sudjana (2005: 85) describes the steps of 
implementing sociodrama, including: (1) 
Determining social problems that attract students' 
attention to be discussed; (2) Tell the class about the 
contents of the problems in the context of the story; 
(3) Establish students who can or who are willing to 
play their role in front of the class. Determine social 
problems that attract students' attention to be 
discussed first. (4) Explain to the audience about 
their role when sociodrama is taking place, (5) Give 
the perpetrators the opportunity to negotiate a few 
minutes before they play a role, (6) End sociodrama 
when the situation of the talks reaches tension. (7) 
end sociodramas with class discussion to jointly 
solve the problems of the sociodrama, (8) Assess the 
results of the sociodrama as further consideration. 

Not much different, Romlah (cited in Hayuni & 
Fluerentine) stated that the steps for implementing 
sociodrama are: (1) preparation, (2) making 
sociodrama scenarios, (3) determining the group of 
players, (4) determining the audience group, (5 ) 
sociodrama implementation, (6) evaluation and 
discussion, (7) game replay if needed. 

The difference in the steps in carrying out the 
Sudjana and Romlah sociodrama lies in two things. 
First, Romlah emphasized the division of groups 
between the audience and the player group, while 
Sudjana did not see the division of the group as 
important because it could work according to class 
conditions. For Sudjana, at the initial stage that 
needs to be prepared carefully is the selection of 
problems that will be played by students. Secondly, 
Romlah also added the evaluation and discussion 
steps in step 6. This step will evaluate the overall 
drama performed, whether it is correct or not, while 
Sudjana does not provide this step. Sudjana actually 
displays drama only reaching the level of conflict 
that occurs and determines the solution is not a 
group of players, but discussed together. 

Based on the theorical framework above that we 
can synthesis the steps of sociodrama 
implementation are  (1) Determine groups; (2) 
Establish social conflicts that attract students' 
attention to be discussed; (3) Tell the class about the 
content of social conflict in the context of the story; 
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(4) Providing opportunities for students to discuss 
and compile texts; (5) Showing the drama in front of 
the class; (6) Reflection. 
 

3 RESEARCH METHOD 

The research method used in this study is literature 
study. Literature study is used by collecting data 
through reading, studying, and reviewing the 
literature that is relevant to the resolution of the 
problem being studied. Data assessment was taken 
from technical and non-technical literature (Straus 
and Corbin, 2009: 39). Technical literature comes 
from scientific documents, such as journals, 
professional or disciplinary papers in the form of 
theoretical papers, while non-technical literature 
comes from newspapers or magazines. Both are used 
as relevant data sources to achieve the objectives of 
this study. 

4 ANALYSIS AND RESULTS 

The following steps are sociodrama that can improve 
students' social skills in a multicultural environment, 
especially in this disruption era: 

a. Determine groups. 
In the early stages the teacher should divide 
students into several groups. Groups are 
arranged heterogeneously. Working together in 
groups will help students to improve social 
skills because together learning to be able to 
accept differences of opinion, accept criticism, 
and also indirectly train themselves to solve 
social problems that occur in groups. 

b. Establish social conflicts that attract student 
attention to be discussed. 
At this stage the teacher should look for social 
problems that are currently controversial issues 
that are happening at this time, especially 
regarding the diversity of Indonesian culture. 
For example: a case of inter-tribal war or a case 
of rejection of a child in a community because it 
was born as a particular tribe. This problem can 
be chosen from several articles, newspapers, or 
social media that occur so students can see that 
the incident is indeed happening and urgent to 
be resolved. The following are examples of 
worksheets that can be given to students to help 
them map out social conflicts that are happening 
in Indonesia. 

 
Tabel 1: Sociodrama worksheet 

NO Issue Identification Address Background 
of problem 

Impacts 

1 Tribal War between Balinese 
with Lampungnese 

http://www.lintasberita.web.id/pera
ng-suku-di-lampung-sebuah-
dendam-lama/ 

  

2 Religious war in the Aceh https://www.bbc.com/indonesia/ber
ita_indonesia/2015/10/151014_indo
nesia_acehsingkil_mengungsi 

  

3 Religious war in the Tolikara https://news.detik.com/berita/31961
85/ratusan-penduduk-di-tolikara-
mengungsi-karena-konflik-antar-
warga-dipicu-dana-desa 

  

The table above will help students to map problems 
more clearly. Analyzing the background of the 
occurrence of social conflict correctly will help 
students to think of the right solution. The war of 
Lampung and Bali tribes in South Lampung for 
example, this war started from a misunderstanding 
of 3-4 youth but ended with dozens of victims. This 
background makes it easy for students to be able to 
think of solutions so students should learn to ask for 
and apologize for events that should not happen. 
Thus, social conflict is expected not to continue and 
can be resolved immediately. 

 
Selection of problems is an important point in 
sociodrama because it determines whether children 
will be interested in studying it further or not. The 
number of problems is also adjusted to the number 
of groups that have been formed before. It would be 
better if each group got a different case. 
 
c. Tell the class about the content of social conflict 

in the context of the story.  
The second stage is the teacher presents an 
overview of the social issues that will be 
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discussed. No need to discuss it in detail. 
Teachers only need to emphasize social 
problems because of cultural differences. 

d. Providing opportunities for students to discuss 
and compile texts.  
At this stage, the teacher supervises and ensures 
that students develop drama scripts in which 
there are conflicts and end with the right 
solutions. This stage is expected to make the 
child better understand the position of the 
victim so that it raises empathy. Empathy is 
what is needed so students have the attitude to 
care, want to ask and forgive. Indirectly, this 
section has fulfilled aspects of solving problems 
in social skills. 

e. Showing drama in front of the class.  
Showing the drama in front of the class will 
provide opportunities for students to portray 
characters of characters involved in social 
conflicts. This section helps the child to 
empathize with feeling the position of the 
victim. This sense of empathy is built which 
will at least make students realize how 
important it is. 

f. Reflection  
Reflection is an evaluation part that can be used 
as a means of conclusion to reinforce the 
background, impact, and solution of social 
conflicts that occur. The teacher can also ask 
the opinions of students to assess whether the 
solution that has been played by the group of 
players has become the right solution or not. 
Thus, it is expected that this stage will bring up 
more alternative solutions to the problem of 
social conflict. 

5 CONCLUSION 

Based on the above discussion, the conclusion that 
can be taken is that sociodrama can be used as an 
alternative to improve student skills, especially in 
the multicultural environment and in this disruption 
era. The sociodrama steps that can be done are as 
follows: (1) Determine groups; (2) Establish social 
conflicts that attract students' attention to be 
discussed; (3) Tell the class about the content of 
social conflict in the context of the story; (4) 
Providing opportunities for students to discuss and 
compile texts; (5) Showing the drama in front of the 
class; (6) Reflection. 
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Abstract: Activities in improving the quality of education, especially the quality of implementing teacher teaching and 
learning activities, the level of welfare and teacher education are currently carried out according to views 
from outside and within the school environment. Too much technical and objective educational wisdom. 
One of the problems of education is the assessment of the quality of teaching teachers. A principal has not 
been able to determine exactly who the teacher has good quality in teaching, so the this problem is solved 
by applying the Simple Additive Weighting (SAW) method in making decisions by making the weight of 
each alternative choice according to the many criteria. The alternative choice with the greatest weight is an a 
alternative choice recommended as a quality teacher in teaching. Based on the results of trials and 
evaluations made able to provide information and decisions that can help in determining the assessment of 
the quality of teaching teachers. 

1 INTRODUCTION 

The performance of a teacher can increase if there is 
a match between work and expertise, as well as in 
terms of the placement of a teacher must be in 
accordance with the field. If a teacher is given a task 
that is not in accordance with the field of expertise, 
his competence will can reduce teacher performance, 
and can cause a feeling of dissatisfaction with their 
performance. Efforts to improve teacher 
performance such as by accepting the presence of 
new teachers well at school; giving teaching 
assignments in accordance with the fields and 
competencies that are controlled; form a working 
group of study teachers and teacher meetings of the 
same field of study, as a medium for teachers in 
discussing planning and solving problems that occur 
in class with other teachers, evaluating and 
reviewing the administration and academics of new 
teachers as a material for improvement and policy 
making administrative, academic coaching, as well 
as teacher career development, open opportunities 
for new teachers to take part in training both at 
schools, at the district level, at the provincial level 
and at the national level and provide rewards to 

teachers who excel and provides sanction 
problematic teachers. 

As for the formulation of the problem in this 
study, is about How to determine the criteria in the 
assessment of teacher teaching quality, How to 
apply the Simple Additive Weighting (SAW) 
method on the of teacher teaching quality so that the 
results of the assessment are optimal and far from 
mistakes so in determining which teacher who are 
worthy of getting a reward are not mistaken and can 
be done easily after getting the values of each 
criterion that has been agreed and determined 
(Limbong, 2013a), (Meilina, Rosanti and Astryani, 
2017). 

2 THEORICAL FOUNDATION 

2.1 Decision Support Systems 
Decision support is a technique for organizing an 
information (by involving the use of a database) 
which is intended to be used in making the right 
decisions(Limbong et al., 2018). Decision support 
systems are designed to solve problems for decision 
maker, but not to replace decisions and make 
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decisions. Decision Support System as a system that 
is ready to be developed and expanded so that it can 
support data analysis and modeling a decision, 
oriented towards future planning, and used in units 
of irregular and unplanned time intervals(Simarmata 
et al., 2018). 
 
2.2 Simple Additive Weighting Method (SAW) 
Fuzzy Multiple Attribute Decision Making 
(FMADM) is a method to find optimal a alternatives 
from a number of alternatives that exist with certain 
criteria by determining the weight value on each 
attribute, then proceed to the ranking process for 
selecting (Limbong and Limbong, 
2018)(Nofriansyah and Defit, 2017). There are 3 
(three) approaches looking for attribute weight 
values, namely with a subjective approach, with an 
objective approach and with an integrated approach 
between subjective and objective. With a subjective 
approach the value of weight is taken based on 
subjectivity so that several factors  the alternative 
ranking process can be determined freely(Limbong, 
2013a). While the objective approach, the weight 
value is calculated by mathematical formula must 
ignore the subjectivity of the decision maker. 

The Simple Additive Weighting method is also 
known as the weighted addition method. The 
concept of the Simple Additive Weighting method is 
to find a weighted sum of each performance rating 
on each alternative on all attributes. 

 

𝑟
         

                            
 ……. (2.1) 

Under the condition : 
a.  The profit attribute if the attribute gives a 

benefit to the decision maker and the cost 
attribute is the attribute that provides 
expenditure if the value increases for decision 
makers [5]. 

b.  In the form of profit attributes, the value (Xij) of 
each attribute column is divided by the value 
MAX (Xij) from each column, while for the cost 
attribute using the MIN value (Xij) of each 
attribute column divided by the value (Xij) for 
each column. 

 
Specifies the Preference value: 
𝑣 ∑ 𝑤 𝑟  …………………….(2.2) 
A higher Vi  value indicates that the alternative 

Ai is a better alternative. 
 
2.3. Quality of Teaching Teachers 
Teacher quality is the ability possessed by a teacher 
to be transferred to his students. Important activities 
that are needed by a teacher in improving the quality 

of teaching so that they can continue to support their 
promotion to the highest level. First, teachers must 
exchange ideas about matters relating to experience 
developing a knowledge of subject matter and 
interaction with students (Limbong, 2013b). This 
exchange of ideas can be carried out in the  teacher 
in a teacher's work studio, or in seminars related to 
that (Sudarsana et al., 2018). Scientific activities 
must always raise the topic of discussion about all 
that is applicable. That is, each meeting result must 
be used directly to improve the quality of the 
teaching and learning process. It should be noted, in 
a scientific activity such as this, it is better that 
factors which are of a structural administrative 
nature must be ignored and not included. For 
example, it is not necessary and is not mandatory 
that the head of each meeting must be the principal. 

3 RESULT AND DISCUSSION 

3.1. Problem analysis 
Assessing the quality of teaching teachers in schools 
is not a simple matter. There needs to be good ability 
in making a standard of assessment. The standard for 
evaluating the quality of teaching good teachers does 
not just appear. Need agreement from the party that 
will assess (the principal) and the teacher to be 
assessed. Thus the process of assessing the quality of 
teaching teachers is achieved, not to find fault but to 
improve quality so that learning activities in the 
school can run better, and how the school can help 
teachers better in conducting learning in the 
classroom. 

Table 1: Percentage values for criteria 
No Criteria Percentage
1 Timeliness of starting 

lessons
15% 

2 Ability and skill in 
mastering the Material 

30% 

3 Repeats a material 10%
4 Fair and objective 20%
5 Mastery of the use of 

Learning Teaching tools 
25% 

In this study the alternative teachers assessed were 
marked with A1 to A4, with descriptions as follows: 
 

Table 2: Alternative Teacher Data 
Alternative Teacher Names 

A1 Teacher A 
A2 Teacher B 
A3 Teacher C 
A4 Teacher D 
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As an example of a calculation on Simple Additive 
Weighting (SAW), after a performance assessment 
is obtained the value of teacher performance as in 
table 3. The following: 
 

Table 3: Alternative Options and Value Tables 
No Alternative C1 C2 C3 C4 C5 
1 A1 75 80 65 79 65 
2 A2 87 75 82 85 76 
3 A3 69 84 78 88 80 
4 A4 85 72 55 92 70 

 
3.2. Application of the SAW Method 
In this case the variable C is identified as an identity 
to determine the terms or conditions for evaluating 
the teaching and learning process. The criteria for 
consideration in the following assessment of the 
teaching learning process. 
 
a.  Provides Weight Criteria 
To determine the weight of the teacher criteria is 
shown in table 4. below: 
 

Table 4: Weight for criteria 
Criteria Weight Value
(C1) Timeliness of 
starting lesson 

15% 0.15

(C2) Ability and mastery 
skills Material 

30% 0.30

(C3) Repeates  a 
material 

10% 0.10

(C4) Fair and 
Objectivest 

20% 0.20

(C5) Mastery of the use 
of Learning Props 

25% 0.25

From table 5, weights (W) are obtained with data 
W = [0.15 0.30 0.10 0.20 0.25] 

 
b. Calculating Normalization 

To calculate normalization benefit using 
formula, with the following: 

𝑟   …………. (3.1) 

 
Table 5: Alternative Value Data of by Criteria 

Alternative C1 C2 C3 C4 C5
A1 75 80 65 79 65
A2 87 75 82 85 76
A3 69 84 78 88 80
A4 85 72 55 92 70

Retrieving Maximal Values on each criterion 
(Column) 
a. Column C1 = 87 
b. Column C2 = 84 
c. Column C3 = 82 

d. Column C4 = 92 
e. Column C5 = 80 
Application of the formula: 

Table 6: Calculation of Normalization 
A1 75/ 

87
80/ 
84

65/ 
82 

79 
/92 

65 
/80

A2 87 / 
87

75 / 
84

82 / 
82 

85 / 
92 

76 / 
80 

A3 69 / 
87

84 / 
84

78 / 
82 

88 / 
92 

80 / 
80 

A4 85 / 
87

72 / 
84

55 / 
82 

92 / 
92 

70 / 
80 

 
Table 7: Normalization Calculation Results 

A1 
0.8620 
6897

0.952 
38095

0.792 
68293 

0.858 
69565 

0.8125 

A2 1 
0.8928 
5714

1 
0.923 
91304 

0.95 

A3 
0.7931 
0345

1 
0.951 
21951 

0.956 
52174 

1 

A4 
0.9770 
1149

0.857 
14286

0.6707 
3171 

1 0.875 

c.    Preferences Calculating (Ranking) 
From the calculation rank process using the 

following formula: 
𝑣 ∑ 𝑤 𝑟  …………. (3.2) 

 
Where is weights W = [0.15 0.30 0.10 0.20 0.25] 
Then all data in table 7 are multiplied by the weight 
value W. 

 
Table 8: Results of Multiplication of R with W 

So obtained the results as above, the ranking process 
is carried out, that the best value  is obtained with by 
the largest value, as in table 9 below: 
 
 
 
 
 
 
 
 
 
 
 
 

A
1 0.15 0.3 0.1 0.2 0.25 

0.86
915
7 

A
2

0.1293
1

0.2857
1

0.0792
7

0.1717
4 

0.2031
3 

0.94
014

A
3 0.15

0.2678
6 0.1

0.1847
8 0.2375 

0.95
539
2 

A
4 

0.1189
7 0.3

0.0951
2 0.1913 0.25 

0.88
951
8 
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Table 9: Ranking Results 

 
 

The biggest value is A3, so the A3 alternative is a 
recommendation for the quality of teaching teachers 
with the highest value, namely Teacher C. 
 

4 CONCLUSIONS 

The conclusions obtained from the this research is: 
1. The process of calculating the SAW method in 

this decision-making system is based on the 
weight value of each specified criterion. 

2. Procedure for evaluating teacher teaching quality 
is seen from the timeliness of starting lessons, 
Ability and Skills mastery of Materials, 
Repeating material, Objective and Fair, Mastery 
of the use of Learning Teaching tools. With the 
percentage weight of each criterion 15%, 30%, 
10%, 20%, and 25%. 

3. The decision-making system using the SAW 
method can be done by using other methods in 
the process of calculating the criteria weight 
value. 

4. Decision Support Systems for assessing the 
quality of teaching teachers using the SAW 
method can be further developed by adding other 
criteria that can support decision making. 
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Abstract: The problem of this research was caused by the low level of discipline of elementary school students 

currently available. Discipline as one of the characters that must be fostered early by the teacher at school 

by mentoring parents at home. The purpose of this research is to improve the character of elementary 

students, especially in terms of discipline. The population of this study were students SD Negeri 173403 

Dolok Sanggul of Humbahas district North Sumatra province in the academic year 2016/2017 with totaling 

420 students. Samples were obtained using cluster random sampling method. The study sample consisted of 

100 students. Data collection techniques using questionnaires and interviews provided to parents of students 

and teachers at school. Research data shows parents' assistance in improving student discipline is 

successfully implemented. Significantly increased student discipline. 

1 INTRODUCTION 

Along with the times and technology, the culture and 
character of the nation also experienced a shift. But 
the existing shift leads to a bad turn. If this continues 
to happen and continues to be allowed, perhaps the 
identity of the Indonesian people will also change in 
the eyes of the world, and will even be considered 
bad. Therefore the culture and character of the 
Indonesian people must continue to be maintained. 
So far, Indonesia is known in the eyes of the world 
as a good person in terms of character, such as 
courtesy, caring, honesty, discipline, hard work, 
tolerance, and others. 

(Lickona, 1991) reveals that there are ten signs 
that a nation is in front of the brink of destruction. 
This must be considered and avoided by every 
nation. These signs are: (1) violence in adolescent 
essays increases, (2) bad words are often used in 
language, (3) violence is mostly caused by the 
influence of peer groups (gangs/groups), (4) 
narboka, alcohol, free sex improve in the 
community, (5) moral guidelines are increasingly 
unclear, (6) work ethic decreases, (7) respect for 
parents and teachers decreases, (8) sense of 
responsibility as the color of the country is lower, 
(9) dishonesty is increasingly entrenched, (10) 
mutual suspicion, increasing hatred. 

If at this time it is observed in Indonesia, it turns 
out that these signs are increasingly clearly visible. 
Therefore the formation of character has to be a 
serious concern. The formation of the character of 
the nation's children must be carried out 
systematically and continuously. One character that 
needs to be formed is discipline. With a strong 
discipline a person is predicted to be able to develop 
himself individually and in society. 

2 THEORICAL FRAMEWORK 

The Indonesian government has implemented 
character education starting from basic education. 
Education has also begun at an early age. Education 
that starts from an early age is expected to be more 
successful in the formation of children's character.   
(Koesoema, 2007) character education is not only a 
mere discussion of integrative dimensions, which 
emphasizes the moral and intellectual side of 
students. But it is more focused on the formation of 
a rigorous and enduring trial, but it also creates 
personal curative children both personally and 
socially. Character education is also required to be 
able to assist the government in dealing with 
problems of social diseases that are developing 
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rapidly. Character education is expected to be a way 
out to overcome moral problems extensively. 

(Fajarini, 2014) Character education is a process 
of a nation in preparing its young generation to face 
life and to achieve a better objective of life affective. 
Character education also not only discusses the 
development of individual human resources, but also 
how to be a human being that can contribute to and 
benefit society and the nation. 

Character education is not only about right or 
wrong, but also about how to instill good habits in 
living life. It is expected that students have 
awareness, understanding, and care and commitment 
that can be applied in living everyday life. (Mulyasa, 
2013) 

Character education aims to improve the quality 
of educational processes and results that lead to the 
character education and noble character of learners 
in a comprehensive, integrated and balanced 
manner, in accordance with the graduates' 
competency standards in each education unit. 
Through learning character learners are expected to 
be able to independently improve and use their 
knowledge, study, and internalize, as well as 
personalize noble character and character values so 
that they manifest in everyday behavior. (Mulyasa, 
2013). 

Reveals that character as a basic value that builds 
a person's personality, is formed both because of the 
influence of heredity and environmental influences, 
which distinguishes from others, and is manifested 
in attitudes and behavior in everyday life. (Samani & 
Hariyanto, 2013). 

3 RESEARCH METHOD 

This type of research is quasi-experimental. In this 

study using two groups of students who became the 

research sample. One group as an uncontrolled 

control group in the implementation of character 

education conducted by parents at home, and one 

group as an experimental group is the group that gets 

treatment in the form of supervision and evaluation 

of parents' actions in providing character education 

to their children. 

This research was carried out at SD Negeri 

173403 Dolok Sanggul, Humbahas district, North 

Sumatra. The population of this study were all 

students of SD Negeri 173403 Dolok Sanggul, 

Humbahas Regency, North Sumatra academic year 

2016/2017. The study population was 420 students 

divided into 12 classes. The research sample was 

obtained using stratified random sampling 

technique. 

The data of this study are quantitative data in the 

form of data on parents' assistance to their children's 

character education at home. The research data is in 

the form of interviews between researchers and 

parents about the character education assistance 

done by parents at home. Quantitative techniques are 

used in data analysis. To determine the difference in 

the method of mentoring character education using 

independent t test. 

4 ANALYSIS 

Based on the results of research in the form of 

questionnaire data obtained data that many parents 

do not care about mentoring accompaniment of their 

child's character. From the data obtained it is known 

that parental assistance in children's education is 

categorized as rare. From the survey, it was found 

that 65% of respondents, namely parents of students, 

were declared not concerned with their child's 

character education. 

After different treatments were carried out in the two 

groups, in table 1 and table 2 it was found that there 

were significant differences between the two sample 

groups. In the experimental class that was given a 

treatment in the form of strengthening the character 

education by the teacher and mentoring characters 

by parents at home looked better than the control 

class. The control treatment class is given by not 

giving supervision to parents in providing character 

education at home. 

 

Table 1: Descriptive Statistics of  Dimension at 

Experiment Class 

Item N 
Lowest 

Score 

Highes

t Score 
Mean SD 

Character 
Strengtheni

ng by 

Teacher 

0 21 27 24.83 2.0 

Mentoring 
Parents 

0 21 27 24.83 
1.5
6 

Character 

Strengtheni

ng by 

Parents 
50 23 28 25.12 

1.3

4 

Improve 
student 

character 

50 18 25 22.56 
1.7

5 
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Table 2: Descriptive Statistics of  Dimension at 

Control Class 

Item N 
Lowest 

Score 

Highe

st 

Score 

Mean SD 

Character 
Strengtheni

ng by 

Teacher 

5

0 
22 26 18.85 2.18 

Mentoring 

Parents 

5

0 
12 19 18.85 1.75 

Character 

Strengtheni

ng by 

Parents 
5

0 
17 23 23.12 2.12 

Improve 

student 

character 

5
0 

15 23 18.59 2.15 

To determine the significant difference between 

experimental class and control class by using 

independent t-test applied to the data with a 

significance level of 0.05. As seen from table 3, the 

results of the independent t-test showed that there 

were significant statistical differences between the 

mean (t (144) = 0.451, p> 0.05). 

 

Table 3: t test by Sample Groups of After Learning 

Model 

Group N df t p 

Experiment Class 50 
139 0.900 0.350 

Control Class 50 

 

5 RESULTS 

Character education of each student is not only the 

responsibility of the teacher at school. Character 

education is even more the responsibility of parents 

at home. The formation of child characteristics is 

dominated by parents, this happens because the 

dominance of parents' genes to their children and 

communication relationships that occur between 

parents and children play an important role in the 

formation of children's character. 

But from the research data it was found that 

many parents thought that children's character 

education was the responsibility of the teacher, so 

parents did not pay much attention to their child's 

character education at home. 

Character education at home is not the same in 

the delivery of character education at school. 

Character education at home leads to giving 

examples. Parents give examples of character 

behavior to their children without realizing it. This 

happens because children in primary school age are 

more modeled on behavior than they get in theory. 

(Rachmitasari, 2015) stating that in general 

primary school age children will imitate the behavior 

of their parents, without looking at good behavior or 

bad behavior. 

In the experimental class, parents were given 

awareness of the importance of character education 

at home. Parents are asked to provide character 

education at home, the character education in 

question is not education as is the teacher teaching in 

front of the class. Character education that must be 

done by parents at home is to give understanding 

and examples to children how to be good. 

Parents must give a good example to their 

children at home about their character, such as 

discipline, responsibility, and others. With this 

example, children at home can immediately pay 

attention. It is expected that the child can imitate the 

example of the good character given by the parent. 

Conversely, if parents give examples of characters 

that are not good, then children imitate the character. 

 

6 CONCLUSIONS  

Character education is not only the responsibility of 

the teacher in school but also the responsibility of 

parents at home. But from the results of the study it 

is known that 65% of parents do not care about their 

child's character education at home. 

Learning at home is not the same as learning in 

school. Character education at home is more to 

imitate behavior. Children will be more likely to 

imitate the behavior or character of parents at home, 

than teachers at school. 

For that, it is necessary to instill in each parent 

the need for character education at home. Such a 

situation will form a good character in students that 

can enhance students' affective abilities. 
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Abstract: This research was conducted in Batu Bara Regency on March 10 to May 16 2015 purposively with an area 

of paddy fields reaching ± 19 thousand Ha, productivity of 5.2 tons / Ha. The collected data research will 

done using by distributing questionnaires, tests, structured interviews. The result calculated of agricultural 

extension workers with a Bachelor of Education background of 15 people (48%) and SPP/ SMK 14 people 

(45%), while the Diploma is 2 people (7%). Then the age distribution of extension respondents was 

dominated by extension workers aged between 36-40 years (35%) and 30-35 years old (32%), then each age 

between 41-45 years (13%), aged between 46 -50 and aged between 51-55 years each of 3 people (10%). 

The most dominant tenure tenure is 45% with tenure ranging from 6-10 years, then each extension period 

between 1-5 years is 11 people (36%), tenure between 16- 20 years as many as 2 people (6%), the service 

period between 21-25 years is 3 people (10%) and the service period between 26-30 years is one person 

(3%). The most dominant respondent income level is 2-3 million as many as 19 people (61%), then each 

level of income between 1-2 million instructors is 5 people (16%), the income level of the instructor 

between 3- 4 million as many as 2 people (7%) and income levels of instructors between 4-5 million as 

many as 5 people (16%). The income earned by an instructor will influence in meeting the needs of his life 

and his family. It is expected that reliable extension workers supported by technical competence, ethics and 

moral commitment as well as deep responsibility for their work can be realized in the future.

1 INTRODUCTION 

The development of agricultural extension is 
currently dominated by Field Agricultural Extension 
Officers from the Government and Private 
Agricultural Extension which are aggressively 
distributed by the producer of production facilities. 
Although there are nuances of business in carrying 
out their duties, these private extension agents 
contribute greatly to the application of technology to 
farmers. This Private Agricultural Extension is 
considered to be more professional in carrying out 
its duties because it is burdened with measurable and 
clear targets and if it cannot perform its duties 
properly it will be automatically displaced by other 
instructors who are considered more professional. 
The private extension work mechanism has not been 
implemented by extension officers who are civil 
servants (PNS) or THL-TBPP extension officers. 

Agricultural extension agents currently available, 
related to the internal conditions of extension 
workers still do not have sufficient knowledge, 
attitudes and skills, where there are still limited 
skills and skills possessed by extension workers. 
Imagine that most of the extension workers are 
graduates of SPMA or equivalent education and they 
are now working for decades and most of the age of 
instructors are willing to enter retirement which will 
have an impact on the number of extension workers, 
while technology continues to grow along with the 
increasing needs and quality of life.  

There is still a lack of adequate facilities in 
supporting his career duties, especially in field 
mobilization and obtaining opportunities in 
capturing information quickly, the low linkage of 
counseling with aspects of assessment, so that 
extension workers cannot freely develop themselves 
towards professionalism as qualified instructors. 
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Associated with extension agents as agents of 
change in carrying out their duties in the field often 
collide with the attitude of the community towards 
the innovations delivered. Some communities 
welcome a change by actively knowing and learning 
innovation and up to the stage of adoption of 
innovations delivered, but there are also those who 
oppose changes made by extension agents. 

Based on Programme BKP3 in Batu Bara 
Regency The condition of agricultural extension 
workers in Batu Bara District at this time the number 
of agricultural extension workers was 103 people, 
consisting of 49 PNS extension workers and THL-
TBPP extension workers 54 people with 151 
villages/states assisted extension agents. with the 
village/states, the WKPP extension workers have 
built up to two villages. Since the enactment of the 
certification of extensionists in 2010 to make 
extension workers as professionals who have 
Indonesian national work competency standards 
(SKKNI) extension workers in Batu Bara District 
until now only two people have followed. 
Furthermore, since 2012 as many as 12 people have 
attended the official education of the Ministry of 
Agriculture's Medan STPP to make extension 
workers who have qualified technicians and 
analysts, equivalent to level 6 in the Indonesian 
National Qualification Framework (KKNI). Based 
on the information obtained by extension workers 
who have participated in skilled basic training as 
much as ± 8 people and basic expert training ± 2 
people. While for education and training programs, 
it was felt that the programs of BKP3 Batu Bara 
Regency were still lacking and from other parties, 
resulting in weak levels of competency and capacity 
of extension agents related to their level of 
professionalism. 

In addition to the problems of planning, 
institutions, manpower, programs, management and 
financing that are constraints for field instructors and 
the demands to provide quality services that are only 
obtained from the prime performance process as a 
symbol of instructor professionalism, the internal 
factors of agricultural extension agents also have a 
very direct influence on professionalism of 
instructors which is manifested by personality and 
ability in dizziness increase in competence, included 
of availabilty of instructor. Therefore it is necessary 
to examine the influence of the internal factors of 
agricultural extension agents to increase the 
professionalism of extension agents in the Batu Bara 
Regency of North Sumatra Province. 

 
Benefit of research such as: 
1. Taking into account the various problems that 

exist, the main purpose of this study is to 
determine the influence of the instructor's 

internal factors on improving the 
professionalism of the Agriculture Extension 
and specifically the objectives of this study are: 

2. To find out the influence of the education level 
of instructors on improving the professionalism 
of extension workers? 

3. To find out the influence of the age, level of 
income, the number of extension workers of the 
instructor on improving the professionalism of 
the instructor? 

 
Hypothesis 
Based on the formulation of the problem there is a 
hypothesis that is: 

H0: There is no influence of the internal factors 
of instructors (education (X1), age (X2), experience 
(X3), income (X4) and the number of dependents 
(X5)} on the improvement of professionalism of the 
instructor (Y). 

H1: There is an influence of the internal factors 
of the instructor (education (X1), age (X2), 
experience (X3), income (X4) and the number of 
dependents (X5)} on the improvement of 
professionalism of the instructor (Y). 

2 METHODS 

Location and Time of Research 
The assessment was carried out in Batu Bara 
Regency on March 10 to May 16, 2015. Batu Bara 
Regency was a potential area for increasing food 
production, especially rice with an area of paddy 
fields reaching ± 19 thousand Ha with a productivity 
of 5,2 tons/ha, so that reliable extension workers are 
needed which are supported by technical 
competence, ethics and moral commitment as well 
as deep responsibility for their work. 

 
Type of Assessment 
This type of assessment is quantitative assessment 
with survey methods, where the type of problem 
formulation is causal associative. According to 
(Sugiyono, 2008) explains that quantitative survey 
assessment is a method used to obtain data from 
locations that have been determined (not artificial) 
but researchers do treatment in data collection by 
distributing questionnaires, tests, structured 
interviews. Clause associative is a causal 
relationship, namely the independent variable (X) 
affects the dependent variable (Y). 

 
Operational Limitation 
Education (X1) is that the education achieved by 
extension agents in formal education institutions 
based on the latest diploma possessed and the effect 
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on professional work productivity is measured using 
an ordinal scale on four scales with criteria strongly 
agree, agree, disagree and strongly disagree. 

Age (X2), that is the age of the instructor at the 
time the assessment is stated in years and the effect 
on professional work productivity is measured using 
an ordinal scale on four scales with the critics 
strongly agree, agree, disagree and strongly disagree. 

Experience (X3), that is the length of the 
instructor working up to the present, expressed in 
years and the effect on professional work 
productivity is measured using an ordinal scale on 
four scales with the critics strongly agree, agree, 
disagree and strongly disagree. 

Revenue (X4), namely compensation received 
for one month and its effect on professional work 
productivity is measured using an ordinal scale on 
four scales with criteria strongly agree, agree, 
disagree and strongly disagree. 

The number of dependents (X5), namely the 
number of family members who are the 
responsibility of the instructor at this time and their 
influence on the productivity of professional work, 
are measured using an ordinal scale on four scales 
with very agree, agree, disagree and strongly 
disagree. 

Professionalism as an individual who works in 
accordance with moral and ethical standards that are 
determined by employment as an agricultural 
extension agent. Requirements that must be 
possessed by a professional instructor, include: 

Variable measurement is arranged to facilitate 
assessment to compile questionnaire instruments 
from each study variable. Measurement of variables, 
indicators, criteria and scores is presented in Table 
1. 

Table 1: Variable Measurement, Indicators, Criteria 

and Scores 
Variabel Indicator Criteria Score 

Education 
(X1) 

Formal 
education 

based on the 

last diploma 

S2 
S1 

DIII 

SLTA 

4 
3 

2 

1 

Age (X2) The age of the 
instructor at 

the time of the 

assessment 

30 – 35 year 
old 

36 – 41 year 

old 
42 – 47 year 

old 

48 – 52 year 
old 

4 
 

3 

 
2 

 

1 

Experiences 

(X3) 

The duration 

of the 
extension 

agent is 

functional 

22 – 27 year 

old 
15 – 21year 

old 

  8 – 14 year 
old 

 1 – 7 year old 

4 

 
3 

 

2 
 

1 

Salary (X4) Compensation 
received by 

the instructor 

for 1 month 

>4 juta million 
3 juta – 4 

million 

2 juta- 3 
million 

<2 million 

4 
 

3 

 
2 

 

1 

The number 
of dependents 

(X5) 

The burden of 
the number of 

family 

dependents 

Total 0-1 
Total 2 

Total 3 

Total >4 

4 
3 

2 

1 

a. Institutional 

understandi

ng of 

counseling 

Function Very 

understanding 

Understand 
Don’t 

inderstand 

Very not 
understood 

4 

 

3 
2 

 

1 

b. Technology 

Apserpsion 

Technical 

suitability 
Economic 

suitability 

Social-cultural 
suitability 

Very suitable 

 
Corresponding 

It is not in 

accordance  
Very 

inppropriate 

4 

3 
2 

 

1 

c. Ability to 

explain 
program 

objectives 

Benefits of 

program 
objectives 

How to 

achieve 
program goals 

Relationship 

of program 
objectives 

Skills to 

convey 
program 

objectives 

Very capable 

Able 
Unable 

 

Very unable 

4 

3 
2 

 

1 

d. Ability to 

organized  

Organization 

function 

Organization 

principal 
Organization 

techniquen 

Integration 
with 

programme  

Always 

Often 

Rarely 

Never 

4 

3 

2 

1 

e. Skills 
linking 

counseling 

principles 

Do 
Consequences 

Asossiation 

Always 
Often 

Rarely 

Never 

4 
3 

2 

1 

f. Research 
skills  

Identification 
of problems 

Determine the 

main activities 
Detailing 

alternative 

solutions 
Choose 

alternative 

problem 
solving 

Evaluate. 

 
Always 

Often 

Rarely 
Never 

 
4 

3 

2 
1 

Source: Data Analysis (2015) 
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Data Collection 
The data used in this study are primary data and 
secondary data collected using: Interview, which is a 
method of collecting data about the identity of 
respondents, by asking questions directly to 
respondents using a prepared questionnaire. 
Recording, which is a method of collecting data 
about the respondent's identity and supporting data 
by citing and recording sources of information from 
respondents, libraries, as well as from the relevant 
agencies that are related to the assessment, such as: 
Agriculture Service; Food Security Agency and 
Counseling Implementation (BKP3); and the Central 
Statistics Agency (BPS) . 

(Prasetyo and Jannah, 2005) states that there are 
various ways that can be done to obtain data with 
questionnaires, namely: (1) telephone interviews; (2) 
the questionnaire system posted; (3) the 
questionnaire is completed by the respondent; and 
(4) through direct interviews. Furthermore, Sekaran 
(1992) in (Prasetyo and Jannah, 2005) defines 
questionnaires as a list of questions that measure 
variables, relationships between existing variables, 
or also the experience or opinions of respondents. 

Before being used for assessment data, first a 
trial was conducted on the questionnaire to obtain 
valid and reliable instruments using validity and 
reliability tests. This validity and reliability test will 
be carried out to 15 respondents outside the study 
sample but still within the study population. 

 
 

Data Analysis Technique 
To determine the influence of the instructor's 
internal factors on improving the professionalism of 
the instructor used regression analysis with the help 
of SPSS 18 for Windows. According to Levin and 
Rubin (1998) in (Sarwono, 2012), regression is used 
to determine the properties and strength of the 
relationship between two variables and predict the 
value of a variable that is not yet known based on 
past observations of these variables and other 
variables. This linear regression analysis is widely 
used to test the effect of the independent variable 
(X) on the dependent variable (Y). 

Multiple linear regression equations, namely: 
Y=α+β_1 X_1+β_2 X_2+β_3 x_3 + β_4 x_4 + β_5 
x_5 + u_i   
 
Information: 

Y = Variables Professionalism 
X_1 = Education Variables 
X_2 = Age Variable 
x_3 = Experience Variable 
x_4 = Revenue Variable 
x_5 = Variable Amount of Dependent 
α = Constants 

β = Regression Coefficient 
u_i = Error or error 
 
R2 values range from 0-1 and if the results 

obtained are close to 1, the model is said to be good. 
The coefficient of determination is formulated as 
follows: 

R2 = or (5) 
Information: 

Y ’= The results of estimating the value of the 
dependent variable 

Y = Average value of the dependent variable 
Yi = value of observation 
R2 = Coefficient of Determination 
 
F test is used to determine the level of influence 

of all independent variables together on the 
dependent variable or to find out whether the 
independent variable (X) has an effect on 
independent variables (Y). 

Ftable = (k-1), (n-k): α (6) 
Information 

R2 = coefficient of determination 
k = Number of regression coefficients 
n = Number of samples 
  α = Critical value 

3 RESULTS AND DISCUSSION 

Characteristics of Respondents 

Characteristics of agricultural extension agents in 

Batu Bara District who are respondents in this study, 

including the level of education, age, experience, 

income and the number of dependents of agricultural 

extension agents, can be described in detail as 

follows:  

 

Education 
The level of education of agricultural extension 

workers which is used as a variable in the 

assessment of the influence of the instructor's 

internal factors on improving the professionalism of 

extension workers (Anoraga, 1998) and (Anoraga, 

1998), especially in Batu Bara Regency is presented 

in Table 2. 

 

Table 2: Distribution of Respondents by Education 

Level in Batu Bara Regency 

Number Education 

level 

Total 

Respondents 

(individual) 

Percentages 

(%) 

1 SPP/SMK 14 45 

2 Diploma 2 7 

3 Strata 1 15 8 
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Total 31 100 

Sources: Analysis of Primer Data(2015 

 

Based on Table 2, the distribution of formal 

education level of agricultural extension is 

dominated by agricultural extension workers with a 

Bachelor of Education background of 15 people 

(48%) and SPP/ SMK 14 people (45%), while the 

Diploma is 2 people (7%). The level of formal 

education will show different levels of knowledge in 

carrying out tasks, so that a high level of education 

is able to think more advanced and have a broader 

view and adapt more quickly to all the changes in 

technology that are developing. This is in line with 

the opinion of that the higher the level of education 

of a person, there is a tendency for higher 

knowledge, attitudes and skills, efficient work and 

more and more know ways and techniques to work 

better and more profitable. According to 

(Mardikanto, 2009) the level of education of 

instructors will greatly affect the ability or mastery 

of the material provided, the skills to choose 

counseling methods and effective communication 

techniques with (the community). Likewise what 

Pauline (2006) said in Rosni and Suprijanto (2010) 

that a person's formal education has a positive 

influence on its performance. 

 

Age 
The age of agricultural extension workers in Batu 

Bara Regency varied between 31 years to 52 years, 

the more complete the distribution of respondents 

according to the age of field agricultural  extension 

officers in Batu Bara District is presented in Table 3. 

 

Table 3: Distribution of Respondents by Age in Batu 

Bara Regency 

Num
ber 

Education 
level 

Total 
Respondents 
(individual) 

Percenta
ges (%) 

1 30-35 10 32 

2 36-40 11 35 

3 41-45 14 13 

4 46-50 3 10 

5 51-55 3 10 

Total 31 100 

Sources: Analysis of Primer Data (2015) 

Based on Table 3, the age distribution of 

extension respondents was dominated by extension 

workers aged between 36-40 years (35%) and 30-35 

years old (32%), then each age between 41-45 years 

(13%), aged between 46 -50 and aged between 51-

55 years each of 3 people (10%). When viewed from 

the age level of the respondents, it can be said that 

90% are of productive age, who still have physical 

strength and high enthusiasm to carry out the tasks 

for which they are responsible. At a young age, it is 

usually more enthusiasm to attend education and 

training (diklat) to increase competence as an 

instructor who is proud of his profession. 

According to (Rivai and Sagala, 2011) there is a 

widespread belief that productivity has fallen along 

with the age of a person. Whereas in the opinion of 

Beth (1998) in Rosni and Suprijanto (Rivai and 

Sagala, 2011) and (Sugiyono, 2008) who say that 

older age can reduce performance, especially in 

work that uses cognitive abilities, perceptual and 

memory. 

 

Experience 
Experience is the period of service of an agricultural 

instructor who has been counted since he began 

serving as a functional extension worker. The 

assignment period describes the time span 

experienced by the instructor in situations and 

circumstances that are influenced by internal and 

external conditions of the instructor. Based on data 

obtained by the respondent's working period varies 

from 1 year to 27 years, more complete distribution 

of respondents according to experience in Batu Bara 

Regency is presented in Table 4. 

 

Table 4: Experiences work of respondents in Batu 

Bara Regency 

Numbe
r 

Experience
s of work 

(years old) 

Total 
Respondent

s 
(individual) 

Percent
ages 
(%) 

1 1-5 11 36 

2 6-10 14 45 

3 11-15 0 0 

4 16-20 2 6 

5 21-25 3 10 

6 26-30 1 3 

Total 31 100 

Sources: Analysis of Primer Data (2015) 

Based on Table 4, it can be concluded that the 

most dominant tenure tenure is 45% with tenure 

ranging from 6-10 years, then each extension period 

between 1-5 years is 11 people (36%), tenure 

between 16- 20 years as many as 2 people (6%), the 

service period between 21-25 years is 3 people 

(10%) and the service period between 26-30 years is 

one person (3%). Overall, the respondent's tenure is 

still relatively low. A low task period indicates that 

the instructor does not have enough experience in 

mastering the field of work as an instructor. 

Experienced extension workers will be more flexible 
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and easy to carry out counseling activities with key 

actors and are better able to solve problems often 

encountered in their work. According to Rosni & 

Suprijanto (2010) and Harahap (2013), the longer 

the tenure of the instructor will be to master the 

work area that is his responsibility, so that the more 

mature and more productive workers and together 

with the ability to work determine their 

performance. In line with this according to 

(Sarwono, 2012) and (Abdi, 2008), someone who 

has been in a job for a long time will have better 

abilities than those with lower levels of seniority. 

 

Income 
Respondent's income is financial compensation for a 

month. Distribution of respondents according to 

income in Batu Bara Regency is presented in Table 

5. 

 

Table 5: Distribution of Respondents by Income 

Level in Batu Bara Regency 

Num
ber 

Experience
s of work 

(years old) 

Total 
Respondent

s 
(individual) 

Percenta
ges (%) 

1 1,0-1.9 
million 

5 16 

2 2.0-2.9 
million 

19 61 

3 3.0-3.9 
million 

2 7 

4 4.0-4.9 
million 

5 16 

Total 31 100 

Sources: Analysis of Primer  Data (2015) 

Based on Table 5, the most dominant respondent 

income level is 2-3 million as many as 19 people 

(61%), then each level of income between 1-2 

million instructors is 5 people (16%), the income 

level of the instructor between 3- 4 million as many 

as 2 people (7%) and income levels of instructors 

between 4-5 million as many as 5 people (16%). The 

income earned by an instructor will influence in 

meeting the needs of his life and his family. The 

need to live not only includes primary needs but 

secondary needs. Per capita income below the 

standard of living would result in the opportunity for 

the population to achieve a high level of education 

and perfect health to be increasingly difficult to 

achieve. This condition will affect a person's 

performance at work, which is below standard 

(Mangkuprawiro, 2009; Mangkuprawiro & Sjafri 

(2002); Slamet, 1992). A professional instructor 

must be able to provide maximum service to farmers 

as beneficiaries of their extension activities. How an 

instructor can provide this if his needs are not met 

properly, so that the income earned is very 

influential to be able to work professionally who 

loves his profession as a field agriculture instructor 

 

The Number of Dependents 

The number of agricultural extension counseling 

family respondents varied between those who did 

not have dependents alias single until the number of 

dependents amounted to 5 people. Distribution of 

respondents according to the number of family 

dependents in Batu Bara Regency is presented in 

Table 6. 

 

Table 6: Distribution of Respondents According to 

Number of Family Dependents in Batu Bara District 

Number Total 
individu 

Total 
Respondents 
(individual) 

Percenta
ges (%) 

1 0 2 6 

2 1 4 13 

3 2 7 23 

4 3 12 39 

5 4 4 13 

6 5 2 6 

Total 31 100 

Sources: Analysis of Primer Data (2015) 

Based on Table 6, respondent's family 

dependents were dominated by extension workers 

who had a total of 3 dependents as many as 12 

respondents (39%). Overall respondents who have a 

dependency of 0-4 people are 29 respondents (94%), 

this indicates that the number of family dependents 

carried out by respondents who are the responsibility 

of their life is still classified as medium. According 

to Ilyas (1987),  Hanafie (2010) and Sarwono 

(2013), the number of family dependents ranges 

from 3-4 people classified as moderate and more 

than 5 people classified as large. The number of 

dependents can affect someone to be able to work 

better because if the number of dependents they 

carry is relatively large, it will also require a large 

enough cost of living, of course he will try to fulfill 

them. If the income earned as an instructor cannot 

meet his needs and his family, of course, he will 

seek other income, this will certainly have an impact 

on his work which always provides the best service 

for institutions/institutional extension agents and 

farmers/groups as beneficiaries of activities 

counseling. 
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4 CONCLUSIONS 

The level of formal education has a significant effect 

on enhancing the professionalism of extension 

workers, therefore for extension workers with high 

school education are given the widest motivation 

and opportunity and full support by the local 

government through BKP3 as the Counseling 

Implementing Body to continue higher education 

level as an effort to improve the quality of human 

resources extension agent. For the government to 

further improve the welfare of extension workers 

through providing direct and indirect financial 

compensation that is sufficient so that it raises 

motivation to run the profession professionally 

Furthermore, further research / study needs to be 

carried out by examining broader variables and in-

depth theoretical studies in finding other variables 

which are thought to have a significant effect on the 

professionalism of extension workers. The variables 

are work culture, competence, motivation and 

facilities and infrastructure. 
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Abstract: This era is known as the 4.0 industrial revolution era where all sectors are in digital. This millennial age 

must also be shown in millennial learning to improve the quality of learning. In terms of, the use of 

technology in the world of education, namely the learning system has changed the conventional pattern 

learning system or traditional pattern into a modern pattern of Information and Communication Technology 

(ICT) media. The approach that can be done in millennial learning is the one that can integrate technology 

and education, namely the Blended Learning Model (BLM). This model combines regular teaching classes 

and online teaching. The strength of this model is that it can increase interaction between students whenever 

and wherever. 

1 INTRODUCTION 

The education, trade, and government sectors are 
changing due to the development of information and 
communication technology. At this time the 
globalization era cannot be denied that along with 
the development of digital application-based 
technology, the system of social interaction in 
society began to erode. Technology is increasingly 
fast, making it easier for people to do their activities. 
Today's technological and information developments 
offer many conveniences. Communities are given 
supporting facilities in their daily activities. Making 
it easier for people to move. With easy access to 
communication, it supports the education world. The 
application of communication and information 
technology in the world of education is mandatory. 
The reason is, now every school and other academic 
institutions have used technology to support their 
activities. 

Globalization has penetrated the present 
generation. Globalization also causes a shift in the 
education world that was initially in the face-to-face 
system began to lead to online systems. With the 
inclusion of globalization in the world of education, 
the interaction between humans has shifted and 
without denying that it will be lost. 

In the era of globalization-based on digital 
applications in the education world, it will help the 

course of the learning process and can also improve 
performance results. The increasing number of 
technology users in the education world will lead to 
changes in the learning model. Because it is more 
effective and efficient, without requiring a lot of 
time and energy. So that gradually people will prefer 
an online learning system than conventional (face-
to-face) learning. 

The development of various learning media is in 
line with the rapid technological advancements. The 
technological dynamics are now achieving 
tremendous acceleration. New technologies 
including conventional learning have replaced the 
technology that has been studied a few years ago. 
The learning model provided in technology for the 
world of education is considered quite useful. 
Distance learning between teachers and students 
who are not in one place or long distance 
relationships. Moreover, technology also provides 
many other learning options that can be enjoyed by 
the public very quickly. Now we are also feeling the 
ease of learning just by accessing digital applications 
such as e-journal, e-library and so on.  

One learning model that has been applied by 
several communities is the E-learning model. E-
learning is a form of learning model that is 
facilitated and supported by the use of information 
and communication technology. The term E-learning 
is more precisely intended as an effort to make a 
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transformation of the learning process in schools or 
colleges into digital forms bridged by internet 
technology. (Munir, 2009: 169).  

In Indonesia, the conventional education system 
is still widely practiced in the academic community. 
Especially in the area that is still classified as a rural 
area. Because overseas country such as France has 
also used online education services, this is evidence 
of a shift in the direction of education. Especially 
now, today that demands significant changes in the 
world of education. Where education is used as a 
benchmark in a society. So education is what has 
broad knowledge to transfer knowledge.  

The millennial generation born in the early 1980s 
to 2000 or can be said as Gen Y. They called the 
millennial generation because of the generation that 
lived at the turn of the millennium. Along with the 
penetration of digital technology into all walks of 
life. Digital technology that has become a basic need 
for this generation. In the millennial generation, that 
is the generation that has been literate in digital 
technology, where every information is easily 
accessed via the internet.  

However, many people view that there has been 
a shift in the eastern social values. Because it is 
more open-minded, it is easy to adopt more modern 
western social values. It is true. This thing is can be 
seen clearly in our lives. Many teenagers start to 
look like westerners, so their social life is 
increasingly eroded.   

Long-distance communication relationships are 
only connected by the media and the internet. 
Making close communication or direct 
communication is increasingly rare. So, the social 
value that takes place in the communication fades. 
Teenagers are vulnerable to talking to each other 
directly they choose to use internet media as a way 
of communication. If this is done more aggressively, 
gradually the real world regarding interaction will 
fade. 

2 LITERATURE REVIEW 

Definition of Blended Learning 
Millennial learning can be done not only by face to 
face activity but can be carried out in combination 
between face to face and online learning which is 
often referred to as Blended Learning. Kaye Throne 
(2003: 16) in his book entitled "Blended Learning: 
How to Integrate Online and Traditional Learning" 
states that:  

“Blended learning is the most logical and natural 
evolution of our learning agenda. It suggests an 
elegant solution to the challenges of tailoring 
learning and development to the needs of 

individuals. It represents an opportunity to integrate 
the innovative and technological advances offered 
by online learning with the interaction and 
participation offered in the best of traditional 
learning. It can be supported and enhanced by using 
the wisdom and one-to-one contact of personal 
coaches.” 

Blended Learning is a logical and natural 
learning change. It proposes a good change solution 
to adjust and develop learning according to 
individual needs. This is demonstrated by the 
opportunity to integrate innovation and technology 
provided through online learning with the interaction 
and participation that occurs in traditional learning. 
It can be supported by using wisdom and training 
slowly.  

 
Blended Learning is a mixture of: 
1. Multimedia technology 
2. Learning video CD ROM  
3. Virtual class 
4. Email and telephone 
5. Animated text and online video 

Driscoll (2002) suggests that there are four 
concepts about Blended Learning, namely:  
a. Blended learning is learning that combines 

various web-based technologies, to achieve 
educational goals.  

b. Blended learning is a combination of various 
learning approaches (such as behaviorism, 
constructivism, cognitivism) to produce an 
optimal learning achievement with or without 
learning technology.  

c. Blended learning is also a combination of many 
learning technology formats, such as videotape, 
CD-ROM, web-based training, film) with face-
to-face learning.  

d. Blended learning combines learning technology 
with actual work task commands to create a 
good influence on learning and work.  

From these definitions, it can be concluded that 
millennial learning that is applied through Blended 
Learning is learning that combines face-to-face 
learning and online learning with the aim to further 
improve the quality of learning to achieve 
instructional goals.  
 
Digital Development Model in the Education 
Sector 
The ICT integration model that can be described as 
shown below has two dimensions: technology and 
pedagogy. 
1. Technology refers to all information and 

communication technology (ICT), the 
technology dimension is a continuum that 
represents the number of increasingly/diverse 
use of ICT 
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2. Pedagogy is the art and science of teaching. The 
pedagogical dimension is also a continuum and 
represents changes in teaching practice resulting 
from the application of ICT. 

Figure 1: Dimensions of Technology Interaction 
 

In these two dimensions, there are four stages of 
the integration model of ICT development in the 
education and school systems. These four stages are 
continuum stages, which UNESCO termed as 
Emerging, Applying, Infusing and Transforming. 
1. The Emerging Stage is characterized by the use 

of ICT in the school at the initial stage. In the 
Emerging stage, classroom practice is still very 
teacher-centered. 

2. The Applying stage is characterized by an 
understanding of the contribution and efforts to 
implement ICT in the context of school 
management and learning. Schools have also 
tried to adapt the curriculum so that they can 
use ICT more in various subjects with specific 
software. 

3. The Infusing Stage requires an effort to 
integrate and incorporate ICT into the 
curriculum. In this approach, schools have 
implemented computer-based technology in 
laboratories, classes, and administration 
departments. The curriculum begins to combine 
learning subjects that reflect real-world 
applications. 

4. The Transforming Stage is characterized by the 
school's efforts to plan and renew its 
organization more creatively. To conclude, 
when the transformation stage is achieved, the 
entire ethos of the institution changes: teachers 
and other support staff consider ICT as a natural 
part of their institution's daily life, which has 
become a center of learning for the community. 

Therefore, it can be said that increasingly crowded 
human mobility and the birth of new technologies, is 
the background of the birth of a blended learning 
model as a new innovation in answering the 
challenges of times. 
 
 
 

3 DISCUSSION 

In designing Blended Learning, the accuracy of 

choosing a combination of delivery media both in 

traditional and online learning settings is important 

because the focus is optimal learning. Also, Khan 

stated that blended learning includes a combination 

of various activities including face to face in class, 

live e-learning, and independent learning. All of 

them are a combination of traditional education 

(guided by the teacher/lecturer), synchronous online 

learning, asynchronous self-learning and structured 

learning based on the experience of the learner and 

mentor (Khan, 2005, p. 202). Howard explained that 

blended learning is a term introduced by distance 

learning communities as an effort to utilize 

synchronous learning activities, such as face-to-face 

interaction with instructors and collaborative work 

with peers as an asynchronous learning activity 

complement that is carried out individually by 

learning participants (Howard, et al., 2006, p. 1). In 

essence, blended learning can be said to be a 

combination of synchronous learning that occurs at 

the same time and asynchronous learning that 

happens at different times and places. 

Synchronous type of face to face or synchronous 

face physically coincides at the same time in the 

same place. Examples are face-to-face learning in 

class, laboratory research, field trips, class 

presentations and group discussions, and all other 

traditional learning methods. The second type is 

synchronous online), or also called synchronous 

virtual collaboration such as audio/video 

conferencing, chatting, live online learning, instant 

messaging and others (Staley, 2007).   

While asynchronous learning is a learning 

activity that allows different learners to experience 

the same teaching material at different times and 

places. Staley classifies asynchronous learning 

activities into two categories, namely asynchronous 

collaborative (such as online discussion forums. 

Mailinglist, e-mail, etc.) and independent 

asynchronous (such as simulations, online tests, 

searching material, material in the form of pdf, doc, 

HTML, video, animation, etc.) (Staley, 2007).  

The concept of 4 quadrant learning settings 

according to Noord cited by Staley (Staley, 2007) 

and the classification of learning strategies 

according to Smaldino et al. and the standard of the 

learning process in the context of the e-learning 

environment that the author of Horton's (2006) 

adaptation. Four Learning Settings Quadrants The 

four-quadrant learning settings are as illustrated in 

the following diagram (Staley, 2007): 
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Figure 2: Kuadran Seting Belajar 

Based on the diagram, it is clear that there are 

four quadrant learning settings as follows: 

1. Live synchronous; a condition where learning 

occurs at the same time and place. Judging from 

the dimensions of place and time at the same 

time. Learning settings like this happen in 

traditional education, where between the 

learning participants and the teacher/ 

lecturer/tutor are in the same place and at the 

same time, learning in class. Examples of 

learning methods that occur in this context are 

lecture, group discussions, laboratory practices, 

field trips, and others. 

2. Virtual synchronous; a condition where learning 

occurs at the same time (real time) in a different 

place from one another. In this context, learning 

occurs in the same time dimension, but the 

dimensions of space/place are different from 

each other. Examples of learning methods that 

arise in this context are presentations, 

discussions, demonstrations, tutorials and others 

using technology and communication tools such 

as teleconference such as video-conference, 

audio-conference, or maybe chatting (text-based 

conference). 

3. Self-paced Asynchronous; a condition in which 

learning occurs independently, anytime 

anywhere by the conditions and speed of their 

respective learning. In this context, learning 

occurs without being bound to time and place. 

Its nature is more open and flexible through 

independent learning methods. For self-study to 

happen, the learning participants are facilitated 

with digital teaching materials known as 

learning objects in various media formats both 

based on text, audio, video, animation, 

simulation, games or a combination of these 

(hypermedia) 

4. Collaborative Asynchronous; a condition where 

learning occurs anytime and anywhere through 

a collaboration between two or more people. 

Examples of learning methods that arise in this 

context are discussion methods, tutorials, and 

question and answer through online discussion 

forums, problem-solving techniques, and 

collaborative learning through online 

assignments.. 

Besides that, Educators need to continuously 

improve their knowledge and skills to teach students 

in the Technological, Pedagogical, and Content 

Knowledge (TPACK) framework so that they can 

learn their students effectively, this TPCAK mindset 

is illustrated in Figure 3. 

 
Figure 3: TPCAK mindset 

Pedagogical, and Content Knowledge / TPACK 

(Source: http://tpack.org) 

TPACK's framework of thought provides a way 

to identify the characteristics of the knowledge 

needed by educators/instructors to integrate 

technology into its learning, while also being aware 

of the complexities of knowledge that 

educators/teachers must have in many aspects. In the 

middle part of the TPACK framework, it is a 

combination of three primary forms of knowledge: 

knowledge of subject matter (describing what 

subject matter is taught in a particular field, 

including theories, processes, and practices that are 

familiar); pedagogic knowledge characterized by 

strategies and methods used by educators / teachers 

in the classroom to teach students), and 

technological knowledge that continues to evolve 

and flow. 

TPACK describes a critical intersection of the 

three types of knowledge that educators/teachers 

must possess as a place where active learning can 

take place. Technology here means how 

educators/instructors develop their knowledge and 

technological skills to utilize online learning 

resources that are available to be included in the 

learning process of the subjects or courses they 
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teach. Pedagogy chosen by educators/teachers can 

vary depending on the class and (students). Content 

also varies, according to the guidance of each 

educator/teacher. 

4 CONCLUSION 

Based on this conceptual discussion, the 

characteristics of Blended learning are as follows:  

1. Learning that combines various ways of 

delivery, teaching models, learning styles, and 

various technology-based media.  

2. As a combination of direct teaching (face-to-

face), independent learning, and independent 

learning online  

3. Learning that is supported by a compelling 

combination of ways of delivery, methods of 

teaching and learning styles.  

4. Teachers and parents of learning participants 

have the same important role, teachers as 

facilitators, and parents as supporters.  

Blended learning is a relatively new concept in 

education where instruction is delivered through a 

mixture of online and traditional education that is 

led by instructors or instructors in practice. 

The author suggests that instructors, teachers, or 

lecturers can utilize technology in carrying out 

teaching and learning activities without losing face 

to face activities. This can facilitate the 

implementation of learning and will undoubtedly 

improve the quality of Indonesian education. The 

use of technology in learning can be done by 

utilizing a web-based learning system that is already 

available such as quipper school, edmodo, office 365 

and so on. With his hopes, the quality of Indonesian 

education can increase from before. 
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Abstract: The purpose of this study was to determine (1) the design of learning modules based on High Order 
Thinking Skill (HOTS) in the Research Methodology course. (2) to develop a research methodology module 
based on High Order Thinking Skill (HOTS. The method used is the R & D method. This development 
procedure consists of 4-D (Four D Models). "First, define phase, which is the stage that aims to define and 
define learning needs. Second, the design stage, namely the design of a prototype learning device. Third, is 
the develop stage, which aims to produce learning tools. and, fourth, is the stage of dissemination 
(dessiminate), which is the stage of using the developed device. The results of this study are (1) 
Development of research modules based on high order thinking skills in accordance with Four-D Models 
with four main stages, namely, define, design, develop, and disseminate; (2) the feasibility of the module 
based on the results of expert validation obtained a mean score for the feasibility of content 4 (feasible), 
eligibility for presentation 4.04 (feasible) and feasibility of language 3.92 (feasible); (3) The student's 
assessment of the module is based on the 3.84 (good) content eligibility, 4.07 (good) language eligibility 
and 3.85 (good) presentation eligibility. 

1 INTRODUCTION 

Education is the main means in the formation of 
quality human resources. Education is a human need 
throughout life and always changes according to the 
times, technology and culture of the people. 
Developments and changes in education are 
increasingly advanced demanding educational 
institutions can foster and prepare human resources 
better by improving the quality of learning carried 
out in the classroom. 

Based on the results of reflection in the lecture 
the research methodology found several problems. 
As for the first problem that is seen, students are less 
able to understand the concept of research 
methodology in preparing research proposals. 
Second, students tend to think at the low order 
thinking level so that difficulties in topic selection, 
targeting, assessment, analysis, and report 
preparation. To be able to do that, students are 
required to be active in exploring the actual 
problems. Third, there is domination by some 

students in learning, while most other students are 
still waiting and dependent on friends or lecturers. 
Fourth, there is no interest and motivation for 
students to research. Fifth there is no module for 
research methodology courses. This resulted in 
students being less enthusiastic in attending lectures 
which had an impact on the low level of thinking 
and student learning achievement. 

Based on teaching experience in research 
methodology courses over the past two years, the 
lecture material provided so far is still taken from 
various sources including textbooks and scientific 
journals that have not been systematically arranged. 
The implementation of learning with teaching 
material that has not been systematically arranged as 
a module is felt to be less effective because the 
available face-to-face hours are not enough to 
discuss all teaching material in the form of theory. 
The problem faced by students so far in addition to 
the lack of use of interactive learning models is the 
lack of initiative from students to obtain supporting 
books on the concept of research methodology. Such 
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conditions will make the lecture process ineffective, 
students become passive, they just wait for lecture 
material from lecturers with limited lecture material. 
Apart from that the problem is also seen when 
formative examinations are held, most students are 
only able to answer questions at the level of 
knowledge (C1), Understanding (C2) and 
application (C3) while for questions at the level of 
analysis (c4), evaluation (C5) and creation (C6) only 
a small number of students are able to answer 
correctly. 

The results of previous studies conducted by 
Winarno, Sunarno and Sarwanto (2015) show that 
through the development of high order thinking 
modules, there is a significant difference in 
effectiveness. This is shown by the average 
achievement of cognitive learning before using 
module 67.4 and after using the module 85.3. The 
results of this study are in line with the research 
conducted by Sabar and Maureen (2013) on the 
development of modules to improve high order 
thinking skills in the learning strategy course. 
83.33% in the posttest process. 

One of the abilities that students must possess is 
high-level thinking skills. If students do not have 
this ability, students cannot link information 
between disciplines so they cannot draw conclusions 
and take advantage of the information. In the 
Research Methodology course, this ability is very 
much needed, because students must be able to link 
existing learning theories with their application in 
making research designs. Modules are needed in 
learning because they function as guidelines for 
lecturers, student learning guidelines, and guidelines 
for evaluating. 

The research that will be conducted for one 
semester has two important objectives to determine 
the design of learning modules based on High Order 
Thinking Skill (HOTS) in the Research 
Methodology course. Next to develop a module of 
research methodology based on High Order 
Thinking Skill (HOTS). 

2 THEORICAL FRAMEWORK 

Learning with modules is learning that uses 
modules. Even simple modules should make written 
statements for students that make students learn 
about the material and how to test students, Dick & 
Carey (in Putri: 2013). This means that each module 
contains at least subject matter, practice questions 
and ability tests. The ability of students to solve 
practice questions and assignments in the course can 
illustrate the level of ability of students in the 
thinking process. The overall ability of students 

means recognizing low order thinking skills and 
high order thinking skills. 

High Order Thinking Skill (HOTS) is a thinking 
process that does not merely memorize and re-
convey known information. High-level thinking 
ability is the ability to connect, manipulate, and 
transform knowledge and experience already 
possessed to think critically and creatively in an 
effort to determine decisions and solve problems in 
new situations (Rofiah et al., 2013) 

Wardana (2010) further explained "The ability to 
think high-level is a thinking process that involves 
mental activities in an effort to explore complex, 
reflective and creative experiences that are carried 
out consciously to achieve goals, namely acquiring 
knowledge that includes the level of thinking 
analyzing, evaluating and creating. " 

To find out someone's high order thinking skills, 
indicators that are capable of measuring these 
abilities are needed. As previously described, 
thinking skills include the levels of C1, C2 and C3 
belonging to the Low Order Thinking thinking 
aspect, while C4, C5 and C6 belong to the aspects of 
High Order Thinking. 

Brookhart (in Kurniati, Harimukti and Jamil 
(2016) states that the indicators for measuring 
analytical skills are focusing on the main ideas, 
analyzing the arguments, and comparing and 
contrasting.The indicators for measuring evaluation 
ability are the ability to take decisions or methods to 
be in line with the desired goals. measuring creative 
ability is solving problems with more than one 
solution, designing a way to solve problems, and 
making something new. 

Furthermore, Ramli (2015) explained that HOTS 
learning tools include: teaching strategies (methods, 
models), materials (modules), and assessment 
instruments to map students' achievements. The 
material is considered as one of the teaching 
supporting the most reliable besides pedagogical 
skills. Characteristics of material formulation for 
training HOTS are contextual material. Real-word 
problems, lifting locality, and following the pattern 
of scientists. 

The module of Research Methodology course 
based on High Order Thinking Skill (HOTS) 
referred to in this study is a series of learning 
activities that are arranged systematically to help 
students achieve the goals that have been formulated 
in the lecture process and help students in 
understanding material contextually that can be 
measured through indicators ability to analyze, 
ability to evaluate and the ability to create ideas or 
perspectives on something, design a way to solve 
problems and be able to organize parts into new 
structures. 
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3 RESEARCH METHOD 

This research method is a research development 
(Research and Development / R & D) is a research 
method used to research so as to produce certain 
products, and then test the effectiveness of the 
product ". This research develops a new product in 
the form of a research methodology module based 
on High Order Tinking Skill (HOTS). 

This research will be done in the economic 
education study program of Medan State University, 
which is located at Jl.Willem Iskandar Pasar V 
Medan. 

The development model used is 4-D (Four D 
Models) proposed by Thiagarajan in Trianto (2012: 
177) "First, the define phase, which is the stage that 
aims to define and define learning needs. Second, 
the design stage, which is the design of a prototype 
learning device. Third, is the development stage, 
which aims to produce a learning device, and the 
fourth is the dissemination phase (dessiminate), 
which is the stage of using a developed device. 

The research subjects in this study were students 
of economic education study programs registered in 
the 2018/2019 school year. The classes that the 
researchers chose were class A Semester V. 

The module feasibility analysis is obtained from 
a validation questionnaire by research methodology 
experts. The data obtained are then tabulated data for 
each aspect of assessment and calculated using the 
formula according to Sukardjo (2012) as follows: 

x ̅=(∑▒x)/N 
Information: 
x ̅ =Total average score 
∑▒x =score total 
N = Number of indicators 
Furthermore, the assessment aspect is described 

by converting quantitative data into qualitative data 
based on the following criteria: 

 
Table 1: Assessment Criteria 

Scor
e 

Interval 
Score 

Interval Criteria 

5 ̅ ≥X+ 1,8 S 4,21-5,00 Very 
decent 
 

4 X+0,6S 
< ̅≤X+1,8S 

3,41-4,20 Feasible 
 

3 X-0,6S 
< ̅≤X+0,6S 

2,61-3,40 Inadequat
e 
 

2 X-1,8S 
< ̅≤X+0,6S 

1,81-2,60 Not 
feasible 
 

1 ̅≤ X-1,8 S 0- 1,80 Very 

Unworthy 
 

 
Information: 
X = ½  (Ideal maximum score + ideal minimum 
score) 
S = 1/6  (Maximum score ideal-ideal minimum score 
) 
x ̅ = Average value 
The assessment analysis for students on research 
methodology modules based on high order thinking 
skills (hots). In this case students are given a 
questionnaire according to the rating scale as 
follows: 

Table 2: Student rating scale 
Information Score 
Strongly Agree 5 

Agree 4 
Enough 3 
Desagree 2 
Strongly Disagree 1 

Then the data tabulation is done, the data obtained is 
then calculated the average score total score of each 
aspect of the assessment. The mean total score is 
then interpreted into qualitative values based on the 
following criteria: 
 

Table 3: Student Assessment Criteria 
Score Interval 

score 
Interval criteria 

5 ̅ ≥X+ 1,8 S 4,21-5,00 Very good 

4 X+0,6S 
< ̅≤X+1,8S 

3,41-4,20 good 

3 X- 0,6S 
< ̅≤X+0,6S 

2,61-3,40 enough 

2 X-1,8S 
< ̅≤X+0,6S 

1,81-2,60 Not good 

1 ̅≤ X-1,8 S 0- 1,80 Very bad 

Information: 
X = ½ (Ideal maximum score + ideal minimum 
score) 
S = 1/6 (Maximum score ideal-ideal minimum 
score) 
x ̅ = Average value 
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4 RESULTS AND DISCUSSION 

The development of the research methodology 
module based on high order thinking skills through 4 
stages, namely define (definition), village 
(planning), develop (development), and disseminate 
(dissemination). 

 
Define 
At this stage there are 4 activities that must be done, 
namely: 1). Curriculum analysis; 2) Analysis of the 
characteristics of students; 3) Analysis of the 
material and; 4) Formulate goals. 

At the first stage, researchers need to study the 
current curriculum at the State University of Medan. 
In the curriculum there are competencies to be 
achieved. Curriculum analysis is useful for 
determining the competencies in which the teaching 
material will be developed. 

In the second stage is the analysis of students. at 
this stage the characteristics of students are studied 
in the activities of lectures to find out the problems 
encountered while carrying out lectures by 
observing during the lecture process. The 
observations show several problems faced by 
students, namely students lacking enthusiasm in 
following the teaching and learning process because 
of monotonous learning condition, the teaching 
materials used by lecturers are less attractive so 
students are less interested in attending lectures that 
have an impact on student learning  achievement. 

In the third stage, the students' tasks were 
analyzed in the research methodology subject. Along 
with the implementation of the KKNI based 
curriculum in the economic faculties of Medan State 
University there are six tasks that must be done by 
students including routine assignments, Critical 
Book Report (CBR). Research Review / Journal 
Review, mini research, engineering ideas and 
projects. In the Semester Learning Plan (RPS) the 
instructions for working on the six tasks are included 
with the assessment rubric. 

Further material analysis was done in accordance 
with the syllabus of the research methodology 
course. In this case the material was developed into 
12 chapters detailed into 12 learning activities. The 
next step is to formulate lecture objectives. The 
expected learning experience is that students are able 
to explain the basic concepts of educational research 
methodologies, compare processes, variables and 
research paradigms, construct the background and 
formulation of problems, build a theoretical 
foundation, thinking framework and research 
hypotheses, distinguish measurement scales and 

construct research instruments, determine 
populations and sample in research, design and do 
Ex post facto research, design and do experimental 
research, design and do classroom action research, 
design and do research and development, carry out 
analysis of research data, arrange research reports 
and scientific publications of research results. 

 
Design  
The preparation of instruments test that are in 
accordance with the preparation of lecture objectives 
that become a benchmark of student ability that 
refers to Bloom's taxonomy. The next step is the 
selection of the module format and the initial draft of 
the module. The format of the module contained in 
this study includes a description of learning  
achievement, subject matter, material description, 
material summary, job description, formative test 
and answer key. The supporting factors in the 
module are the introduction in which there are 
instructions for using modules to facilitate students 
in understanding the contents of the module. This 
module is equipped with a cover, preface, table of 
contents and also a bibliography at the end of each 
subject. 

Based on the selected module components. Then 
the module is written. The module writing begins 
with attention to the syllabus of courses that have 
been designed in advance which is the main 
reference in preparing the material in the module. 
Then proceed with developing module material, 
which consists of material descriptions, summaries, 
formative assignments and tests. Furthermore, at the 
final stage, the design and layout of the modules are 
then printed and ready to be validated by experts. 

 
Develop 
This stage aims to develop a module draft through 
the expert validation phase aimed at validating 
material content contained in the draft module. 
Validation is carried out by an expert lecturer so that 
it can be known that the module developed is suitble 
or not to be used. This validation result is used as 
input for the repair process. 

Modules assessed by material experts use a 5-
scale questionnaire with 20 statements for aspects of 
suitable content, 12 items for suitable presentation, 
and 13 statements for suitable language. The 
following are the results of the suitable assessment 
by material experts shown in table 4. 

Table 4: Validation result by expert 
Aspect Average 

Score 
category 

suitable content  4 Feasible 
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suitable Presentation  4,04 Feasible 
 

suitable Language 3,92 Feasible 
 

Average total score 3,99 Feasible 
Based on table 4 about the validation of material 

experts, the module of research methodology 
courses is categorized as feasible. This means that 
the module has suitable content. With language that 
is easy to understand and interesting presentation. 
The next step taken by the researcher is the stage of 
development, that is revision. The validated module 
is then revised according to the advice of the 
validator. 

The development test is the last step in the 
develop phase. The development test was conducted 
to find out the student's assessment of the research 
methodology module. Student assessment of the 
research methodology was obtained from a 
questionnaire with a scale of 5. The questionnaire 
was made containing 12 statements consisting of 3 
aspects of assessment, one aspect of suitable content, 
suitable language and suitable presentation. The 
results of student assessment of the module can be 
seen in the following table 5: 

Table 5: Results of Student Assesment 
Aspek Rerata 

Skor 
Kategori 

suitable content  3,84 Good 
suitable 
Presentation  

4,07 Good 

suitable Language  3,85 Good 
Average total score 3,92 Good 

Based on Table 5, students' assessment of the 
research methodology module is good. This means 
that the module in terms of suitable material 
linguistic and good presentation is applied to 
semester v students of unimed economics faculty. 
 
Disseminate 
After limited trials carried out repairs and proceed to 
the limited dissemination stage. That is conducting 
an experiment in class A in the fifth semester of an 
economic education study program. then do the final 
revision. The final product in this study is in the 
form of a print module consisting of 12 learning 
activities, namely: 
1. Learning Activity-1 discusses the basic 

concepts of educational research methodology 
2. Learning Activity-2 discusses the process, 

variables and research paradigm 
3. Learning Activity-3 discusses the background 

and formulation of the problem 

4. Learning Activity-4 discusses the theoretical 
foundation, thinking framework and research 
hypothesis 

5. Learning Activity-5 discusses measurement 
scale and constructs research instruments 

6. Learning Activity-6 discusses population and 
sample in research 

7. Learning Activity-7 discusses Ex post facto 
research 

8. Learning Activities-8 discuss experimental 
research 

9. Learning Activities-9 discuss classroom action 
research 

10. Learning Activity-10 discusses research and 
development 

11. Learning Activities-11 discuss analysis of 
research data 

12. Learning Activities-12 discuss the preparation 
of research reports and scientific publications of 
research results 

The components contained in the module consist 
of: module cover, preface, table of contents, module 
overview, learning activities, summary, assignments, 
formative tests along with answer keys. 

At this stage is the stage of using modules that 
have been developed on a wider scale. However, 
because of the limitations of researchers in the use of 
time, costs, and the ability of researchers in product 
development, the researchers only use the final draft 
for researchers' needs only. 

5 CONCLUSIONS 

Based on the results of research and development, it 
can be concluded as follows: (1) Development of a 
research methodology module based on high order 
thinking skills using the Four-D model. Define 
obtained that students need modules that can help 
students learn independently. Design, obtained the 
results of teaching materials that are in accordance 
with the needs of students in the form of research 
methodology modules based on high order thinking 
skills. Develop, validated by experts and revised 
according to expert material suggestions, as well as 
development trials in class A of the fifth semester of 
economic education study program at Medan State 
University. Disseminate, the module is disseminated 
to the fifth semester students of the economic 
education study program. 
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Abstract: Facts and research results show that the 2013 curriculum implementation has not been effective. The 

contributing factors are teachers and students. The teacher is not able to manage student-centered learning 
because it is used to teacher-centered learning. Students are not able to follow the learning because they are 
familiar with teacher-dominated learning. Consequently, learning becomes ineffective. The alternative 
solution to the problem is learning realistic mathematics education using context that is close to students. 
The context applied is the context of the student's culture, namely the Toba Batak culture. The results of the 
study show that students meet the minimum completeness criteria that have been set by the government, the 
teacher is able to manage learning well, students gived positive responses to the learning carried out. In 
accordance with the indicators of learning effectiveness, it can be concluded that the learning of realistic 
mathematics education using the context of the Toba Batak culture is effective. 

. 

1 INTRODUCTION 

The government has continuously carried out some 
socialization and training on the implementation of 
the 2013 curriculum. However, in reality there are 
still many educators and students who feel confused 
about implementing it in the learning process. Thus, 
the implementation of the 2013 curriculum in 
schools has become less effective. This is proven 
through several research results that refer to the 
evaluation of the effectiveness of the 2013 
curriculum implementation. 

The studies conducted on the measurement of the 
effectiveness of the implementation of the 2013 
Curriculum generally reveal that the implementation 
of the 2013 curriculum is less effective. Riptiani 
Manik, et al who conducted the research in 2015 
revealed that the implementation of 2013 curriculum 
was less effective in terms of input aspects, the 
implementation of 2013 curriculum was less 
effective in terms of product aspects and concluded 
that public elementary schools in rural areas of 
Badung regency were less effective in implementing 
2013 curriculum. Next, research conducted by Ni 
Luh Karnita Dewi, et al in 2015 reported that the 

implementation of the 2013 Curriculum on state 
elementary schools in the outskirts of Badung 
Regency was less effective. 

Basically, the lack of effectiveness of the 
implementation of the 2013 curriculum began with 
educators. This is in line with the results of research 
revealed by I Nyoman Ruja and Sukamto in 2015 
which revealed that teachers experienced problems 
in implementing the 2013 Curriculum. The problem 
faced by teachers in the implementation of the 2013 
National Curriculum was that teachers in the field 
were not ready and teachers were still having 
difficulties in making lesson plans despite the 
teacher's syllabus and books. 

The same research on the difficulties of teachers 
in implementing the 2013 Curriculum was also 
revealed by research carried out by Ayuk 
Kusumastuti, Sudiyanto and Dini Octoria in 2016. 
The study revealed that teachers experienced several 
obstacles in implementing the 2013 Curriculum. The 
results showed that teachers had difficulties in three 
aspects of learning. These three aspects are learning 
planning, learning implementation, and learning 
assessment. 
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Other studies revealed that there were some 
obstacles experienced by teachers in the 
implementation of the 2013 Curriculum. The 
research was  research conducted by Heri Retnawati 
in 2015. The study produced 4 research results. The 
results of the first study revealed that training and 
socialization had not been able to provide a good 
and thorough understanding of the 2013 Curriculum. 
The results of the second study revealed that 
teachers had difficulty managing time in planning 
learning, planning learning, planning attitude 
assessments, and sorting knowledge and skills in the 
preparation of assessment instruments. The results of 
the third study revealed that time in the 
implementation of learning, difficulties related to 
learning devices, and difficulty activating students. 
The results of the latest research revealed that the 
assessment system in 2013 Curriculum was 
complicated and needed a long time to compile 
reports. 

The difficulties faced by teachers in 
implementing the 2013 curriculum have a significant 
impact on students. As a result of the teacher's 
inability, students become difficult to learn. Students 
are as if placed on a ship without a skipper. Students 
become confused and student learning activities 
become passive.  

Based on the problems that arise in the 
implementation of the 2013 Curriculum, researchers 
are interested in developing effective learning in 
accordance with the demands of the 2013 
curriculum. The development of learning carried out 
will be a solution or answer to the confusion of 
educators in designing learning in accordance with 
the demands of the 2013 Curriculum. The 
development of learning produced is also expected 
to be a model or reference for educators in designing 
learning through the context that is close to the 
student's self. Thus, the learning process that 
provokes students to be active in learning does not 
become a difficult job because students are brought 
to a real and contextual learning environment.  

The development of learning that will be used to 
produce effective learning in accordance with the 
demands of the 2013 Curriculum is, the 
development of realistic mathematical approaches 
using the cultural context of the Toba Batak tribe. 
This learning approach was chosen because it has 
characteristics that are in accordance with the 
scientific learning approach suggested by the 2013 
curriculum. One of the main characteristics of the 
scientific approach is based on facts or phenomena 
and is not imaginary which is a characteristic of a 
realistic mathematical approach. In addition, in 

realistic mathematical approaches students are 
facilitated to construct their own knowledge so that 
students appear to be new inventors in accordance 
with the philosophical basis of the 2013 Curriculum. 
The next reason for the selection of the development 
of realistic mathematical approaches is because 
realistic mathematics contains steps the learning set 
out in the 2013 curriculum is 5M activities which 
include observing, asking, reasoning, trying and 
building networks. 

The context used in the development of this 
learning is the cultural context of the Toba Batak 
tribe which consists of cultural forms owned by the 
Toba Batak tribe. Involving the cultural context in 
the development of this learning approach is based 
on the philosophy of developing the 2013 
curriculum which reveals that education is rooted in 
national culture and is a process of national cultural 
inheritance. In the end, through this analysis the 
context of the Toba Batak ethnic culture was applied 
in the development of this learning. 

As an illustration, here is an example of how the 
development of learning a realistic mathematical 
approach by using the cultural context of the Toba 
Batak tribe to be designed. In the algebraic addition 
material, the teacher usually gives an example "2x + 
3y + 5x + 2y = 7x + 5y". With the development of 
learning to be carried out, the material will be given 
the cultural context of the Toba Batak tribe. So that 
the example would be "Togap, Bonar, Poltak, 
Maruhum each assigned to the teacher to bring 2 
ulos sadum, 3 ulos ragihotang, 5 ulos sadum and 2 
ulos ragihotang for the teacher's day program. What 
are the ulos sadum and ulos ragihotang they bring? " 
The answers that will be obtained are 7 ulos sadum 
and 5 ulos ragihotang. 

2 THEORICAL FRAMEWORK 

2.1 Definition of Learning and 
Mathematics Learning 

Learning activities must be done by all humans. 
Humans have been learning since their wombs. 
Learning can be interpreted as an effort made by 
someone to make changes in behavior, attitudes, 
habits, knowledge, skills and so forth. So that in 
learning happens a change from not knowing to 
know, from not being skilled to being skilled and 
from not being able to do something to be able to do 
something (Khairani, 2013). 

The word "learning" has an understanding of 
doing learning activities. So the word "learning" 
contains the process or events of the learning verb. 
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In other words, the term learning is a process related 
to learning. 

Mathematics can be interpreted as a branch of 
science in which there is a logical thinking process 
in accordance with certain principles, properties, 
postulates and theorems. By connecting this 
understanding to the notion of learning, mathematics 
learning can be interpreted as the process of learning 
about the development of logical thinking in 
accordance with certain principles, properties, 
postulates and theorems. 

 
2.2 Batak Tribe Culture 
Understanding culture can be defined descriptively, 
historically, normatively, psychologically, 
structurally and genetically. However, in general the 
definition has the same meaning. Based on these 
definitions, it can be summarized that culture is the 
totality of inheritance that is passed down from 
generation to generation in regulating behavioral 
patterns and actions that must be maintained, so that 
the community within them can meet their material 
and emotional needs. 

Every culture has a form of cultural results. This 
form of culture consists of cultural systems, social 
systems and physical culture. The form of culture in 
the cultural system are ideas, ideas, values and 
norms that bind the supporting community. The 
form of culture in the social system is the overall 
activities and actions of people who are patterned in 
the supporting community. Whereas the form of 
culture in the form of physical culture is the concrete 
objects produced by the culture that can be seen and 
can be touched. 

The form of culture in the form of a cultural 
system in the Toba Batak tribe are 7 living 
philosophies inherited by ancestors. The seven 
philosophy of life as outlined by Tinambunan are 
mardebata (having God), marpinompar (having 
children), martutur (having kinship), maradat 
(having customs), marpangkirom (having hope for 
hasangapon / being respected in society, hagabeon / 
glory, hamoraon / wealth), marpatik (has rules and 
laws) and maruhum (has law). 

The form of culture in the social system of the 
Toba Batak tribe is the result of cultural activities. 
The results of these cultural activities are 
(genealogy), Toba Batak language, marsiadapari 
(mutual cooperation), Toba Batak dance (Tortor), 
partuturon (kinship), writing Batak Toba, national 
anthem batak (O Tano Batak), umpasa (quote) and 
umpama (idiom). 

The form of culture in the form of physical 
culture in the Toba Batak tribe is the result of unique 

and valuable works. The form of physical culture is 
ruma sopo (traditional house), mats of pandan leaves 
as a place to sit, gondang sabangunan (a set of 
drums), monuments, sigale-gale (wayang) and ulos 
(woven cloth). 
 
2.3 Realistic Mathematic Education 
The RME approach has special characteristics that 
are different from other learning approaches. This 
particular characteristic lies in the aspects that are 
owned by PMR. De lange (in Sutarto Hadi, 2017: 
38) states that mathematics learning with the RME 
approach includes the aspects : (1) start a lesson by 
asking "real" problems for students in accordance 
with their level of experience, so that students 
immediately engage in meaningful learning, (2) 
problems given must be directed in accordance with 
the objectives to be achieved in the lesson, (3) 
students develop or create symbolic models 
informally of the problems raised, (4) teaching takes 
place interactively which means that students 
explain and give reasons for the answers given, 
understand the answers of their friends, agree to the 
answers of their friends, express disapproval, seek 
alternative solutions and reflect on every step taken 
or the results of the lesson . 

Each learning model or approach has the syntax 
or steps in its implementation in the learning 
process. The steps of the mathematics learning 
process with RME are as follows: (1) understanding 
contextual problems, (2) resolve contextual 
problems, (3) compare and discuss answers, and (4) 
attract conclusions. 
 
2.4 Learning Effectiveness 
Effective learning that actually has a meaning that is 
far more important than just the achievement of 
learning goals. According to Chris (2007: 96), 
“Learning is an activity of construction, handled 
with (or in the context of) others, driven by learner's 
agency. Effective learning is the best of their best 
plus the monitoring and context. Effective learning 
can be seen as a virtuous cycle of effective learning 
advances, effective learning processes, distinctions 
between process and outcome decrease. Outcomes 
include knowledge (of things, people, actions), skills 
(with things, ideas, people), actions, feelings and 
emotions, success, satisfaction, ideas and strategies 
about learning, affiliation to learning, a sense of 
oneself, including self as a learner, a sense of others 
and interacting with them, a sense of membership of 
a community”. 

Based on the quotations that have been 
described, it can be concluded that there are at least 
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4 things that must be possessed by a learning process 
so that it is said to be effective. The four things that 
are meant are learning is the formation of student 
activities so that in effective learning students must 
be active, learning is controlled and directed by a 
facilitator so that in effective learning the teacher 
must be able to manage the learning process, 
learning activities require supervision and evaluation 
so that effective learning is needed observation of 
the learning process and learning outcomes. 

The effectiveness of learning in this study will 
be directed according to the theory expressed by 
Chris. Referring to Chris's statement, the 
effectiveness of learning will be reviewed from 4 
aspects: 

1. The achievement of expected learning 
objectives that meet the Minimum 
Completeness Criteria. Indicators of 
achievement of learning objectives in 
accordance with indicators set by the 
Department of Education and Culture of 
Indonesia. Each student is said to have finished 
his study (individual completeness) if the 
proportion of students' correct answers is ≥ 
65%, and a class is said to have completed their 
learning (classical completeness) if there are ≥ 
85% of students who have completed their 
study (Depdikbud in Trianto, 2010: 241). 

2. The activeness of students in listening to the 
teacher / friend's explanation, writing (making 
notes on solving problems, making 
summaries), discussing / asking questions with 
friends / teachers, organizing and finding 
relationships from the information provided. 

3. The ability of teachers to manage the learning 
in an effort to find out student learning 
readiness, provide explanations / provide 
information, observe and motivate students to 
do learning tasks, provide assistance and guide 
student work. 

4. Students' responses in terms of interest and 
interest in learning components and activities. 

 

3 RESEARCH METHODS 

This type of research is development research. The 
study was conducted at SMP Budhi Dharma Balige 
Jl. Ki Hajar Dewantara Soposurung Balige which is 
located in Toba Samosir Regency. The subjects of 
this study were students at Secondary School Budhi 
Dharma Balige 8th class on 2017/2018 academic 
year. The object of this research is the effectiveness 

of learning realistic mathematics education with the 
context of Toba Batak culture. 

The variables involved in this study are learning 
effectiveness, student learning outcomes, student 
activities, the ability of teachers to manage learning 
and the student response. Learning outcomes are 
scores obtained by students from the test of learning 
outcomes that are measured using the test 
instruments that have been compiled. Student 
activity is an activity carried out by students during 
the teaching and learning process. Student activities 
will be observed using observation sheets of student 
activities. The ability of teachers to manage the 
learning is the score obtained by the teacher when 
carrying out the activities of the teaching and 
learning process. The ability of teachers to manage 
the learning is measured using teacher observation 
sheets. Student responses are students' responses to 
learning that has been carried out. Student responses 
will be measured using a questionnaire. 

The instruments used in this study were learning 
outcomes tests, observation sheets and 
questionnaires. The observation sheets provided are 
activity observation sheets for students, activity 
observation sheets for teachers and learning 
management observation sheets. Students' 
Questionnaire responses to the components and 
activities of learning about the subject matter, 
student activity sheets, student books, ways of 
learning, and the way the teacher teaches. 

The results obtained were analyzed to check 
whether the development of learning using a realistic 
mathematics learning approach that has an effective 
cultural context of the Batak Toba tribe in 
accordance with the indicators that have been set. 
These indicators include the validity of learning 
devices and learning instruments as well as the 
effectiveness of learning developed. Furthermore, 
effectiveness is measured through indicators of 
learning completeness, student activity, teacher's 
ability to manage student learning and response. 

The learning developed is said to be valid if the 
level of validity produced is valid. If the level of 
validity of the developed learning is lower than 
valid, then a revision needs to be made to obtain a 
valid level of validation. 

Learning that is developed is said to be effective 
if the level of effectiveness produced is high. If the 
level of effectiveness of the developed learning is 
lower than high, it is necessary to revise it to obtain 
a high level of effectiveness. 

The teacher is stated to be able to manage the 
learning well if the score obtained by the teacher is 
in a pretty good category. If the categories obtained 

UNICEES 2018 - 1st Unimed International Conference on Economics Education and Social Science

376



 

below are good enough, the learning and tools are 
re-reviewed for revision and the teacher is briefed to 
improve the quality before a retest. 

Student and teacher responses are measured by 
the number of responses that are positive or negative 
based on each questionnaire category that has been 
provided. A positive response means expressing 
happy, new, interested and interested and interested 
in developing learning activities in realistic 
mathematical approaches using the context of the 
Toba Batak culture. Conversely a negative response 
means stating the opposite condition of a positive 
response. If a positive student response is greater 
than or equal to 80%, then the achievement of 
learning goals is stated to be achieved. 

4 ANALYSIS 

4.1 The Value of Learning Outcomes 
The subject learned in realistic mathematics 
education that uses the culture of the Batak Toba 
culture in this study is the number pattern. This 
material is taught as many as seven meetings. The 
material discussed is special number pattern, 
arithmetic sequence, geometry sequence, arithmetic 
series and arithmetic series. 

The learning procces ends with a test to measure 
students' abilities and to analyze student 
achievement. The test consists of 3 questions. 
Question number one consists of 3 problems. 
Question number two consists of 4 problems and 
question number 3 consists of 3 problems. The 
indicator of question number one determines the 
type of number sequence, determine the general 
formula for the sequence of numbers and determine 
the pattern of convergencies sequences. The 
indicator of question number two determines the 
arithmetic sequence, determine the first term of the 
arithmetic sequence, determine the arithmetic series 
and calculate the number of n first arithmetic series. 
The indicator of question number three is 
determining the geometry sequence, determining the 
first n term of the geometry sequence and 
determining the number of the first n terms of the 
geometry series. 

The number of students that follow the exam is 
40 students. The results of the test can be seen in the 
following table: 
 
 

Table 1: Summary of Student Exam Results 
 Value 

The number of students 40 

Lowest score 40 
Highest score 100 
Mean 80.7 
Standard Deviation 15.9 
Number of students who 
has score same or lower 
than 65

35 

 
From the table above obtained information that 

the lowest value obtained by students is 40. the 
highest value obtained by students is 100. the 
average class of students is 80.7. large distribution 
of student value data is 15.9. the number of students 
who have a value equal to or greater than 65 there 
are 35 students. percentage of students who have a 
value equal to or greater than 65 is 87.5%. 
 
4.2 The Observation Sheet of Teacher 

Ability to Manage Learning 
Learning process of number pattern is carried out in 
7 meetings. At each meeting, an observer observes 
the activities carried out by the teacher. The 
activities observed are preliminary activities, main 
activities, closing activities and time management. 
In the preliminary activity, the observer observes the 
teacher's activities in opening learning which 
consists of 4 activities. In the main activities, 
observers observe the activities carried out by the 
teacher in delivering learning material consisting of 
15 activities. In the closing activity, the observer 
observes the activities carried out by the teacher 
when closing learning which consists of 2 activities. 
In time management, observers observe how 
teachers use learning time well. 

Observations of the teacher's ability to manage 
the learning can be seen in the following table: 

 
Table 2: The Ability of Teacher 
Topic Category

Odd Number 4.00 (Good)
Even and Square Number 4.09 (Good)
Rectangle and Triangle Number 4.00 (Good)
Pascal Triangle 4.00 (Good)
Arithmetic Sequence and Series 4.04 (Good)
Geometry Sequence 4.18 (Good)
Geometry Series 4.13 (Good)
Average 4.04 (Good) 

 
From the table above, it can be seen that the 

teacher's ability to manage the learning is in a good 
category with an average of 4.04. 
4.3 The Observation Sheet of Student 

Activity 
Student activities observed by observers were 7 
meetings. The activities observed are activities in the 
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preliminary stage, the stage of the main activities, 
the closing stage and time management. Activity 
was observed in the preliminary stage is how student 
feedback to the teacher in starting learning which 
consists of 4 activities. In the main activity stage, 
what is observed is student feedback on the learning 
activities presented by the teacher. Student activities 
observed at the core activities consist of 15 
activities. In the closing activity stage, what is 
observed is student feedback to the teacher when 
closing learning activities. In the time management 
phase, the activity observed is how students use the 
available learning time well. 

The following is the result of observing student 
activities observed by observers: 
 

Table 3: The Activity of Student 
 

Topic Category
Odd Number 3.95 (Enough)
Even and Square Number 3.95 (Enough)
Rectangle and Triangle Number 3.95 (Enough)
Pascal Triangle 4.04 (Good)
Arithmetic Sequence and Series 4.22 (Good)
Geometry Sequence  4.27 (Good)
Geometry Series 3.95 (Enough)
Average 4.04 (Good) 

 
From the table above, it can be seen that the 
student’s activity is in a good category with an 
average of 4.04. 
 
4.4 The Student Response 
Student responses were measured using a 
questionnaire. The questionnaire used consists of 
two choices, namely "yes" or "no". The 
questionnaire contains 4 aspects namely feeling of 
pleasure, novelty, feeling of interest and desire. 
Aspects of pleasure and novelty contain 4 indicators 
namely subject matter, student activity sheet, the 
way of learning and the way the teacher teaches. 
Interested aspects of learning consist of indicators 
interested in participating in further learning 
activities with realistic mathematics education 
activities using the context of Toba Batak culture. 
Aspects of desire consist of desire in language, the 
appearance of the writing, illustration of the teacher 
and the location of the image contained in the 
student activity sheet. 

The following is a summary of the results of the 
student response questionnaire on learning realistic 
mathematics using the context of the Toba Batak 
culture that has been implemented. 

 
 

Table 4: Results of Student Response Questionnaire 
Indicator Category

Happy Not Happy Yes No
Lesson 97.5% 2.5%
Worksheet 97.5% 2.5%
How to Study 95% 5%
How Teacher to Teach 100% 0%

Average 97.5% 2.5%
New Not New  

Lesson 97.5% 2.5%
Worksheet 100% 0%
How to Study 82.5% 17,5%
How Teacher to Teach 97.5% 2.5%

Average 94.4 5.6
Interested in participating in 
further learning activities with the 
learning mathematics education 
activities using the context of 
Toba Batak culture.

97.5% 2.5% 

Desire in the language, writing 
appearance, teacher illustration 
and the location of the picture 
contained in the student activity 
sheet.

100% 0% 

 
The percentage of students who were happy with 

realistic mathematics education with the context of 
Toba Batak culture as much as 97.5% and students 
who were not happy with realistic mathematics 
education with the context of Toba Batak culture as 
much as 2.5%. Based on these results, in accordance 
with the indicators that have been determined, it can 
be said that students have a positive response to the 
learning carried out. In this case, the percentage of 
students' positive response is 97.5% > 80%. Thus, it 
is concluded that students feel happy with learning 
realistic mathematics education using the context of 
Toba Batak culture. 

The percentage of students who stated realistic 
mathematics education with the context of the new 
Toba Batak culture for these students was as much 
as 94.38% and students who did not feel new with 
learning realistic mathematics education using the 
context of Toba Batak culture as much as 5.62%. So 
the responses of student to the learning are positive. 
In this case, the average percentage of students' 
positive response is 94.38% > 80%. Thus, it is 
concluded that realistic mathematics learning with 
the context of Toba Batak culture is new to students. 

The percentage of students who are interested in 
participating in further learning activities with 
realistic mathematics education activities using the 
context of Toba Batak culture is as much as 97.5% 
and students who are not interested in learning 
realistic mathematics education using the context of 
the Toba Batak culture for the next lesson are 2.5%. 
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So it can be said that students have a positive 
response to learning that is carried out with a 
percentage of students' positive response of 97.5% > 
80%. Thus, students are interested in participating in 
further learning activities with realistic mathematics 
learning activities using the context of Toba Batak 
culture. 

The percentage of students who are interested in 
language, writing appearance, teacher illustration 
and the location of the picture contained in the 
worksheet is as much as 100%. Thus, it can be said 
that students have a positive response to learning 
carried out with a percentage of students' positive 
response of 100% > 80%. Thus students are 
interested in language, writing appearance, teacher 
illustration and the location of images contained in 
worksheet learning realistic mathematics education 
using the context of Toba Batak culture. 
 

5 RESULT AND DISCUSSIONS 

Effective learning indicators in this study are 
reviewed from 4 indicators in accordance with what 
was revealed by to Chris (2007: 96). These 
indicators are students' completeness in learning, the 
ability of teachers to manage learning, student 
activities and student responses. 

Sum of students who have scores equal to or 
greater than 65 from the results of the study is 35 
people. If presented in percent, the percentage value 
is 87.5%. Minimum individual completion and 
completeness of the drinking class according to the 
Ministry of National Education are 65 and 85%. 
Based on these indicators, the individual 
completeness and class of students in this study meet 
the stipulated conditions. 

The ability of teachers to manage the learning in 
this study obtained an average score of 4.04. The 
value if presented in quality, then the ability of 
teachers to manage the learning is in a good 
category. 

Good learning is learning that is able to activate 
student activities. Based on observations obtained 
information that the average value of student activity 
is 4.04. This value in the form of quality means 
good. So, the activities of students in realistic 
mathematics education using the context of the Toba 
Batak culture are good. In other words students are 
actively participating in learning activities. 

The results of the analysis for student response 
aspects which consist of happy or not happy, new or 
not new, interested or not interested and having the 

desire or not having desire all show positive results. 
Students enjoy learning realistic mathematics 
education with the context of Toba Batak culture. 
Learning realistic mathematics with the context of 
Toba Batak culture is new learning for students. 
Students are interested in participating in further 
learning activities with realistic mathematics 
learning activities using the context of Toba Batak 
culture. Students are also having a desire in 
language, writing appearance, teacher illustration 
and the location of the images contained in the 
student activity sheet used. From the achievement of 
these four aspects it was concluded that students had 
a positive response to realistic mathematics learning 
using the context of Toba Batak culture. 

6 CONCLUSIONS 

The results of the study show that students meet the 
minimum completeness criteria that have been set by 
the government, the teacher is able to manage 
learning well, students actively follow learning and 
positive student responses to the learning carried 
out. based on these four results, it can be concluded 
that learning realistic mathematics using the context 
of Toba Batak culture is effective. 
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Abstract: Employee disengagement was found to cause a decline in organizational productivity and incur a cost of $ 
300 billion in 2004 in America (Gallup Management Journal, 2005). Therefore, there is an awareness of the 
organization to increase employee engagement, especially in profit organization. The studies of employee 
engagement are rarely investigated not for profit organization, although this context is interesting to study 
since most of its employees are volunteers but they have worked for decades and employees believe that 
their work is part of the mandate. Based on that reasons, this study wants to investigate employee 
engagement condition of professional zakat management in East Java. By using descriptive data analysis, 
the study investigated data from 230 workers that were selected randomly from total 285 professional zakah 
population in East Java. This study also used work engagement measurements that consist of vigour, 
dedication, and absorption. The result shows that in general work engagement condition of zakah 
management professional is in good condition. However, from three indicators, dedication has the highest 
value when compared to vigour and absorption. While absorption is found to be the lowest scaled 
indicators.

1 INTRODUCTION 

Engagement is a new area of concern for academics 
and practitioners after Khan, 1990, 1992, introduced 
the term. Employee engagement is an important 
capital for human resource management because 
engaged employees work with passion and have 
strong connections with the organization. Employees 
who are engaged drive innovation and push the 
organization forward (Crabtree 2005). Engaged 
employees work with passion and have strong 
connections with the organization. Not only that, a 
survey conducted by the Gallup Management 
Journal in 2005 found a link between employee 
engagement and employees' physical and mental 
health. 62% of employees who have engagement 
with organizations feel that their working lives have 
a positive influence on their physical health. Even 
this number has skyrocketed as much as 78% when 
it is associated with psychological well-being. 

Although the survey results show a positive 
relationship between employee engagement with 
physical health and well-being of employees, the 
facts indicate that the health costs incurred by 
organizations are skyrocketing nowadays. More than 
68% of business owners in America say that health 
costs far exceed expensive energy costs and labor 
outsourcing. Even globally, the world is 
experiencing a crisis of employee engagement. The 
average rate of employee engagement is decreasing 
and the future trend is also stagnant. 

The survey from Gallup Daily Tracking 2015 
found that only 13% of employees in the entire 
world were engaged (Imperatori 2017: 8). In the 
USA less than a third of US employees are engaged 
in their jobs and organizations. Whereas in Canada, 
only 17% of employees surveyed feel engaged in 
their work (Galt in Koyuncu et al. 2006). Even in 
Indonesia based on the Gallup survey (Gallup 2014), 
only 8% of employees are engaged, 77% are not 
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engaged, and 15% are actively disengaged. 
Unfortunately, this employee disengagement caused 
a decline in organizational productivity and costed $ 
300 billion in 2004 in the United States (Gallup 
Management Journal, 2005). 

The data was shocking, but the report came 
from journal practitioners’ literatures and 
organizational consulting companies. There is still 
little research on engagement from academics (Saks 
2006: 600), especially employee engagement 
research in not for profit organization. Research in 
this area is quite interesting because non-profit 
organizations are not profit oriented, but rather serve 
the community. 

Therefore, this study wants to fill the shortage 
of academic literature on the topic of employee 
engagement, especially work engagement among the 
professionals managing zakat in East Java using 
UWES (Utrecht Work Engagement Scale) which is 
most widely used in work engagement research 
(Koyuncu et al. 2006). The focus of this study is to 
know how the level of work engagement of zakat 
management professionals in East Java, so that it 
could be used as input for both the organization and 
academically. 

 

2 THEORICAL FRAMEWORK 

The concept of engagement was first introduced by 
William Khan in 1990, Kahn (in Imperatori 2017: 
24) describes that people who have engagement will 
work and express themselves physically, cognitively 
and emotionally in their roles in the organization. 
Khan added that engagement is an authentic 
expression of self that occurs during engagement 
that is psychologically beneficial to the individual. 
Therefore, engagement definition in here is based on 
personal engagement condition. This argument is 
conceptualized using the need-satisfaction approach 
where engagement meets personal needs (Shuck 
2011). 

Conversely, 'personal disengagement' refers to 
the absence of emotional energy, physical and 
psychological energy when doing work. This refers 
to 'unemployment' (self unemployment), self 
decoupling (separating self) from the job role. 
Disengaged people do not interpret/think about their 
role, they only do work, without creativity and 
innovation, and without showing what they are 
thinking and feeling (Kahn 1990, 1992). 

Based on that definition, engagement shows 
positive conditions of worker that related with 

positive attitudes toward work. Many studies show 
that engagement related with extra-role behavior and 
performance (Saks 2006; Macey & Schneider 2008; 
Bakker & Schaufeli 2008; Schaufeli et al. 
2012)(Saks 2006). Moreover, extensive studies show 
that behavior is the end result of work engagement 
(Christian et al. 2011; Rich et al. 2010; Salanova et 
al. 2005) and OCB is a consequence of engagement 
(Saks 2006). 

Maslach and Leiter in (Schaufeli et al. 2002) 
suggest that engagement and burnout are the 
opposite end of the continuum. Burnout means 
exhaustion or mental fatigue, cynicism or 
indifference, lack of professional achievement or 
success, in social life and technical scope. 
Conversely, engagement is associated with three 
dimensions that are opposite to burnout, namely 
energy (vs exhaustion), involvement (vs. cynicism) 
and efficacy (vs. lack of efficacy). Consistently, 
these authors operationalize engagement as the 
inverse value of burnout on the Maslach Burnout 
(MBI-GS) Inventory scale. 

In the same perspective, Schaufeli et al. (2002, p. 
74) argue that work engagement is a positive 
antipode of burnout, but they have arguments and 
show that work engagement is a different concept 
than burnout. They define work engagement as a 
“positive, fulfilling, work-related state of mind that 
is characterized by vigor, dedication and 
absorption”. The researchers also showed that 
burnout and engagement had different antecedents 
and the final consequences that might be different, 
even though both had negative relations (Bakker & 
Schaufeli 2008). 

However, there are still many different types of 
understanding about engagement. Researchers often 
use employee engagement, work engagement, 
personal engagement, and organizational 
engagement, alternately as these terms are the same 
concept. There are still inconsistencies in construct 
definitions and operational definitions (Macey & 
Schneider 2008). But even so, some empirical 
research has found and proved that engagement, 
especially work engagement is different constructs 
from job involvement, organizational commitment, 
and job satisfaction (Anitha J. 2014; Hallberg & 
Schaufeli in Avery et al. 2007; Bakker & Schaufeli 
2008; Christian et al. 2011; Schaufeli et al. 2002). 

Furthermore, Rich et al. (2010) explained that 
engagement is conceived as a form of overall 
individual investment in a role (the investment of 
individual's complete self into a role), which is able 
to explain its relevance to performance 
comprehensively when compared to other 
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management concepts (commitment, involvement, 
and job satisfaction) which is more superficial. 

Therefore, based on that concept of engagement, 
this study wants to investigate work engagement 
conditions among zakat management professionals 
since majority of them are working for more than 3 
years with the institution. It showed that the workers 
are comfortable working there. Not only that, they 
also showed enthusiasm for work even though the 
level of pay they earned was not as much if they 
worked in state-owned enterprises, became civil 
servants, or private employees. Moreover, zakat 
management professionals generally work 
voluntarily. They sincerely work to help manage 
zakat, as a form of worship, and are not oriented to 
payment. Employees in zakat management 
institutions in general are also not permanent 
employees who impact on the benefits they receive 
from the organization. 

 

3 RESEARCH METHOD 

This study uses quantitative research method with 
descriptive analysis to explore the condition of work 
engagement of zakat management professionals in 
East Java. 

The population of this research is all 
professionals/employees of all zakah, infaq, 
shodaqoh institutions in Surabaya which are 
registered officially and recognized by the 
Indonesian Directorate General of Taxes. It means 
that the management of zakat in these institutions 
are professional. So that employees who work in 
these institutions are also professionals managing 
zakat, not just voluntarily working. 

Based on that list, from 19 zakat management 
institutions in East Java, only 3 institutions were 
willing to participate in this research and indeed 
based in Surabaya. Therefore, this study focused on 
the three institutions with a total number of 285 
employees as population.  

By using the proportionate random sampling 
technique, the research sample was taken. with a 5% 
error rate, 230 samples of employees were chosen to 
represent the population. 

Data in this study were obtained in two ways 
based on the type of data needed. First, primary data 
is obtained by using questionnaires given to research 
respondents to be filled. Second, secondary data is 
obtained from the zakat management institution's 
documents, as well as documents from other 
relevant sources. 

The measurement instruments of work 
engagement are adopted from (Schaufeli et al. 2006) 
from Utrecht University which well known by 
UWES instrument. It consists of 17 items; 6 items of 
Vigor (VI), 5 items of Dedication (DE), and 6 items 
of Absorption (AB). 

Of the 230 questionnaires distributed based on a 
randomly selected list of employees for each zakat 
management institution, only 190 questionnaires 
returned according to the time give (two weeks since 
the questionnaire was given). Of the 190 
questionnaires returned, only 169 were feasible to 
continue as research data. This  

shows a response rate of 73%, which is included 
in the medium category (Hair et al. 2014). 

After validating the research instruments, there 
were 2 items not valid (Vi4 and Ab2), so those two 
items were dropped. The reliability analysis showed 
that all instruments were reliable with more than 
0.79 value of Cronbach’s Alpha as shown in Table 
1. 
 

Table 1: Cronbach’s Alpha 

Sources: Processed Primary Data (2017) 
 

Next step is analyzing data by using descriptive 
statistic analysis. Descriptive statistics function to 
explain the situation, symptoms, or problems. It is 
only related to describing or giving information 
about a data or situation or phenomenon. Therefore, 
conclusions drawn from descriptive statistics (if any) 
are only aimed at existing data sets (Hasan in 
Nasution 2017) which are shown in graphic and 
frequency table. 

To make it easier to determine the classification 
of conditions for each variable, the calculation of the 
interval class length is determined. Based on 
Schaufeli et al. (2006: 714) there were seven 
criterias, from never (0) to always (6). The 
researcher made modification to this range by using 
seven Likert scale from 1 (never) to 7 (always). 
There will be seven class categories to explain mean 
value for each variable as can be seen in Table 2. 

Variabel Cronbach’s 
Alpha 

Meaning 

Vigor (Vi) 0.859 Reliabel
Dedication (De) 0.866 Reliabel
Absorption (Ab) 0.793 Reliabel
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Table 2: Class Categories by Mean 

 

4 RESULTS AND ANALYSIS 

From 169 eligible data for further processing, the 
researcher will provide a description of the 
respondents based on Vigor, Dedication, and 
Absorption. 
 
4.1 Vigor Condition 
Vigor variables are measured using six statements 
measured using Likert scale 1 to 7 which states the 
intensity of the conditions they feel from each vigor 
item (1 = never, 2 = almost never, 3 = rarely, 4 = 
sometimes, 5 = often, 6 = very often, to 7 = always / 
always). Because the results of the validity test for 
the Vi4 item was invalid, the item is aborted. The 
results of the respondent's answers to the vigor 
variables are shown in Table 2 below. 
 
Table 3: Respondents’ Answer for Vigor Variable 

Item Mean
At my work, I feel bursting with 
energy (Vi1) 

5.34

At my job, I feel strong and vigorous 
(Vi2) 

5.41

When I get up in the morning, I feel 
like going to work (Vi3)

4.66

At my job, I am very resilient, 
mentally (Vi5) 

5.11

At my work, I always persevere, even 
when things do not go well (Vi6) 

5.05

Average 5.11
Sources: Processed Primary Data (2017) 
 

From Table 3, it can be seen that overall, the 
average respondents experienced a vigorous 
condition (a strong level of energy and mental 
endurance while working, and is still diligently 
facing difficulties in completing work) which is 
quite good. This can be seen from the average score 
of vigor variables (5.11) which is in the good class 
range. 

The item with the highest value was obtained by 
the item stating that "at work, I feel bursting with 
energy" with value of 5,41 which is indeed in a high 
range of class conditions. This data shows that work 
as a zakat manager can make workers in this field 
feel full of enthusiasm and have mental endurance 
while working. This finding further strengthens, that 
work as a manager of zakat does indeed have value 
and idealism in their work. The professionals who 
manage zakat consider that this work is part of 
worship, because in Islam the work of managing 
zakat (amil zakat) is part of worship. 

But even though they worked enthusiastically, 
but when given a statement about “when I get up in 
the morning, I feel like going to work”, the answer 
to the majority of respondents was the lowest for this 
item, the average value was only 4.66. It means that 
even though majority of zakat professionals are full 
with energy and feel enthusiastically doing their 
work, but their job as zakat management 
professional is not their top priority. It is probably 
because they have other duties to do before going to 
work.  

More than 50% of the research respondents were 
married (with and or without children). This shows 
if respondents have multiple roles, not only as 
workers. They also have roles as husband/wife, 
mother/father, and community members. Therefore, 
the value of this question item is the lowest in the 
vigor variable. 

 
4.2 Dedication Condition 
Dedication variable is measured using five 
statements measured using interval scale 1 to 7 
which states the intensity of the conditions they feel 
from each item of dedication. Because the results of 
the validity test for the Vi4 item are invalid, the item 
is dropped. The results of respondents' answers 
about the variable dedication are shown in Table 4. 
 
Table 4: Respondents’ Answer for Dedication 
Variable 

Item Mean
I find the work I do full of meaning 
and purpose (DE1)

5.79

I am enthusiastic about my job 
(DE2)

5.56

My job inspires me (DE3) 5.40
I am proud of the work I do (DE4)  5.70
To me, my job is challenging (DE5) 5.25

Results in Table 4 shows that the average value 
for this variable is 5.54. This average value indicates 
that the dedication experienced by respondents is in 
the high class range. Dedication, is the sense of 

Interval  Keterangan  
1,00 – 1,86 Very Low 
1,87 – 2,73 Low 
2,74 – 3,59 Less 
3,60 – 4,45  Average 
4,46 – 5,31 Good 
5,32 – 6,17 High 
6,18 – 7.00 Very high 
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importance, enthusiasm, inspiration, pride and 
challenges that employees feel when carrying out 
their duties in their jobs. So, it can be concluded that 
the employees in zakat management institutions feel 
enthusiasm, sense of importance, and pride and 
challenges in their work. 

The highest score obtained in this variable is in 
item DE1, which states that "I find the work I do full 
of meaning and purpose" with an average value of 
5.79 items, and a statement about "I am proud of the 
work I do (DE4)" that has value average of 5.70. 
These results further reinforce the notion that zakat 
management professionals in East Java have 
deliberately chosen this job and they have idealism 
when choosing this job. 

This once again shows and reinforces that the 
work as a zakat management professional is a work 
that has purpose and meaning, just as the YDSF 
senior worker said in the donor management section, 
who acknowledged that the work as a zakat manager 
is a noble work that is worthy of worship. Because 
of this ideology and the value of worship they hold, 
they feel pride, and enthusiasm for doing their work. 
This statement is reinforced by the descriptive data 
of the second highest indicator item value dedication 
which states that the professionals managing zakat 
feel proud of the work they are doing. 
 
4.3 Absorption Condition 
Absorption variable is measured by using 6 items. 
However, based on validity test, item AB1, AB2, 
dan AB3 were not valid. Therefore, these items were 
dropped. 

Absorption explain the conditions when 
employees feel full concentration, flowing in the 
work, which is characterized by focused attention, a 
clear mind, concentration of effort to not realize the 
situation around and forget the time, and enjoy the 
job. The results of respondents' answers to the 
absorption variables are shown in Table 5. 
 
Table 5: Respondents’ Answer for Absorption 
Variable 

Item Mean
I am immersed in my work (AB4) 4.47

I get carried away when I am 
working (AB5) 

4.66

It is difficult to detach myself from 
my job (AB6) 

4.73

Average 4.62

The result shows that in general the absorption 
conditions of zakat professional were in a fairly 
good range of classes, with an average value of 4.62. 
If seen from the highest value obtained in this 

variable, the item statement states about "it feels 
difficult to break away from my current job" is an 
item that gets the highest score, with an average 
value of 4.73. 

These results further corroborate the descriptive 
findings of the two previous variables, namely vigor 
and dedication, that professional zakat managers are 
indeed very tied to their work, feel enthusiastic, full 
of enthusiasm, and even find it difficult to get away 
from their current job. However, in general, this 
variable has the lowest score compared to the other 
two research variables. 

The thing that the respondents reported made 
them most absorbed in their work was because they 
found it difficult to get away from their current job. 
This finding also shows that the longer the 
professional zakat managers work in this field, the 
workers feel increasingly bound and difficult to get 
out of work as zakat managers. This is most likely 
because naturally the work as a zakat manager 
indeed makes people have to know their jobs well, 
because this work is based on the trust of the zakat 
giver (muzaqqi) and infaq and shodaqoh donors, 
who entrust their zakat and shodaqoh to zakat 
managers, to continue to recipients of zakat 
(mustahiq) who are entitled. The zakat payers will 
also regularly give their zakat and infaq to zakat 
management institutions, if they already trust the 
institution. Therefore, the longer these zakat 
professionals working in this job, they feel more 
difficult to detach themselves from the job. 

5 CONCLUSIONS 

Based on the results of research and discussion 
about the analysis of the work engagement factor of 
zakat management professionals in East Java using 
the Utrecht work engagement measurement scale 
(UWES), the researchers concluded the following 
points: 
a. Professionals of zakat management in East Java 

feel the condition of vigor (energy levels and 
strong mental endurance at work, and still 
diligently facing difficulties in completing 
work) which is quite good. The majority of 
respondents reported that they felt strong and 
full of enthusiasm while working, so they 
worked enthusiastically. This is because the 
zakat management professionals have idealism 
for the work they consider to be worship. But 
there is one vigor indicator that was aborted, 
namely Vi4. This result shows the inconsistency 
of the Vigor indicator measurement. 
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b. The dedication construct was found to have the 
highest value among the three dimensions of 
work engagement measurement for zakat 
management professionals. The thing that most 
strengthens the dedication of workers is feeling 
proud of the work they do, and the feeling that 
the work they do is meaningful and has a 
purpose. The variable dedication is also found 
to be the most stable between the two 
dimensions of measuring other work 
engagement, because the value of the 
consistency of this variable is highest and no 
indicator is dropped. 

c. Constructs that are found to be less stable and 
have the lowest value between the two 
dimensions measuring work engagement, is 
absorption. There are three indicators in this 
construct that were aborted, namely Ab1, Ab2, 
Ab3, because they did not meet the standards of 
convergent validity and internal consistency of 
item reliability. 
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Abstract: Objective of this study is to analyse the influence of various local government revenue sources (Regional 

Taxes and Levies, General Allocation Funds, and Special Allocation Funds) on fund allocation into Capital 

Expenditures and using Population as moderating variables. Taking into an account important role of Capital 

Expenditures in running the government system to improve public welfare. The population used in this study 

were all Regencies/Cities in North Sumatra, 33 Regencies/Cities from 2014–2016.Sample in this study were 

23 Regencies/Cities using purposive sampling method of those districts/cities reported their annual financial 

statements. Data analysis technique used multiple linear regression analysis and for moderating variable 

analysis used absolute difference value test. The study results indicated that Regional Taxes, General 

Allocation Funds (DAU), and Special Allocation Funds (DAK) have positive and significant effects on the 

Capital Expenditures allocation, while Regional Levies shows a negative effect. The study also showed that 

Total Population was able to moderate all variables to Capital Expenditures.

1 INTRODUCTION 

Decentralization is transfer of certain role of central 

government, with all of the administrative, political 

and economic attributes related to the it, to 

democratic local (i.e. municipal) governments which 

are independent of the central government within a 

legally delimited geographic and functional domain 

(Faguet, 2002). Decentralization empower local 

government to make policy suit for their environment 

for the purpose of public services improvement and 

promoting their local economy. To achieve the 

purpose and conduct their administration local 

government are required to improve their revenue and 

collect source of funding through local tax and local 

fee (Soewardi & Ananda, 2015). The Australian 

Constitution and case law require that different types 

of government collection must have certain 

characteristics to meet the legal definitions of tax, 

levy, charge, excise or penalty such as: (a) 

Compulsion. A tax is usually compulsory in that the 

taxpayer has no choice about whether to pay it. (b) 

Revenue raising. The most significant, though not 

sufficient, factor that needs to be considered is 

whether the purpose of the local government 

collection is to raise revenue. (c) Public purposes. 

Taxes are generally imposed for ‘public purposes’, 

including the financing of government expenditures. 

(d) Payment for services. The collection is not a tax 

when it is a ‘payment for services rendered’ or a ‘fee 

for services’, even though it may have similar nature 

of a tax. Whether a collection is a tax or a fee for 

service, it does not depend on the label given to it, but 

on its substance and operation. (e) Arbitrariness. To 

recognize as a tax, a collection must not be imposed 

in an arbitrary manner. Liability for a tax must be 

imposed by reference to criteria that are general and 

clear in their application, and not as a result of an 

administrative decision based on individual 

preference, unrelated to any test laid down by the 

legislation (Weier, 2006). 

The concept of local autonomy and 

decentralization was introduced in Indonesia post 

reformation in 1998. The central government retains 

five functions that affect the nation and transfer11 

functions to local governments, districts, and 
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municipalities to perform their obligations. The 

power of central government is limited to six broad 

areas consists of finance, foreign affairs, defence, 

security, religion, and state administration and justice 

(Nasution, 2016). Law No. 32 of 2014 revised of Law 

No. 32 of 2004 concerning regional government 

defines revenue for regional government, consists of: 

regional taxes, regional levies, and others, and 

transfer from central government in form of revenue 

sharing, DAU, and DAK. The law also explains 

regional autonomy’s right, authority and obligation of 

the autonomous region to regulate and manage their 

own government affairs and the interests of the local 

community. With regional autonomy each region is 

required to be able to manage all the resources, to 

finance regional expenditures, to increase services in 

various sectors, especially the public sector for 

various purposes such as to attract investors to invest 

in the region (Kemenhumkam, 2014). 

Based on description above the study is being 

done to look into correlation of regional 

governmental revenue sources consists of regional 

taxes, regional levies, general allocation funds, and 

special allocation funds, and the capital expenditures 

allocation with population as moderating variables, 

with study cases for districts or cities in North 

Sumatra provinces. Discussion will be divided into: 

first regional taxes effects, second regional levies 

effects, third general allocation fund effects, special 

allocation fund effects, followed by reviewed whether 

total population can moderate all 4 variables. 

2 THEORICAL FRAMEWORK 

A literature review refer to those of those article and 

papers that has been published by accredited scholars 

and researchers (D. Taylor & Procter, 2008). 

2.1 Regional Government Revenue 
Sources  

The state as a sovereign person of public law is 

manifested by its functions in society, functions that 

must be maintained from public funds. The state 

sovereignty in financial terms is manifested by 

taxation and is done with the tax authority, as a public 

institution. (Morar, 2015)Tax has always been an 

important and crucial tool for the government 

administration in almost all countries both developed 

and developing (Miskam, Noor, Omar, & Aziz, 

2013). It is also the revenue sources for almost all 

countries. Tax collection can be divided into: Federal 

Tax and State or Local or Regional Taxes. Regional 

taxes consists of a vehicle and ownership transfer tax, 

a vehicle fuel tax, a surface water tax, a cigarette tax. 

Local taxes consist of a hotel tax, a restaurant tax, an 

advertisement tax, a public lightning tax, a non-metal 

and stone minerals tax, a parking tax, a land and 

building tax, a land and building acquisition tax, etc. 

Property taxes consists of land and building tax, land 

and building acquisition tax (UCLG, 2016). 

Regional government can also generate revenue 

from levies. A levy is a temporary tax collection by 

federal, state or local governments and being used for 

a stated public purpose. A taxpayer can be liable for 

various levies’ depending on an individual annual 

taxable income. In comparison, a tax is usually a 

general contribution imposed on individuals, 

properties or businesses. Tax is collected and 

deposited into the government’s consolidated fund 

and further on is allocated to various purposes in 

accordance with the government plan (M. Taylor, 

2012). 

In accordance with Law No. 32 of 2014, regional 

government receives transfers of DAU, Revenue-

Sharing Fund and DAK from the central government. 

DAU are funds sourced from national budget 

revenues allocated with the aim of equal distribution 

of financial capacity between regions to fund regional 

needs in the implementation of decentralization 

(Kemenhumkam, 2014). In addition, DAU has 

objective to reduce fiscal imbalances between sub-

national governments. DAU transfers from central 

government are defined following certain formula, 

consists of a base allocation which is equal to the 

amount of spending on personal, and a fiscal gap 

allocation which can be positive or negative. This 

fund is then allocated 10% to at the provinces level 

and 90% at the districts and municipalities level; The 

transfer amount normally represents 50% of that of 

regional revenues. While DAK is a transfer system to 

fund responsibilities that are considered as national 

priorities (UCLG, 2016). DAK is a fund allocation 

from the national budget to certain regions to fund 

specific activities in certain areas such as activities in 

local development, improvement in infrastructure or 

public services (Kemenhumkan, 2005b). 

2.2 Regional Government 
Expenditures 

Government expenditures in form of public and 

capital spending which play significant roles in the 

operation of nation’s economies. Public expenditures 

can be divided into administrative, internal securities, 

health, education, etc. Capital expenditure refers to 

the amount spent in the acquisition of fixed and 
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productive assets whose useful life normally beyond 

the accounting or fiscal year, as well as spending 

incurred to upgrade or improve of existing 

infrastructures and fixed assets such as lands, 

building, roads, machines and equipment, etc., 

including intangible assets (Aigheyisi, 2013). In 

accordance with Law No. 58 of 2005, regional 

government spending is divided into Capital 

Expenditures and Non Capital Expenditures. An 

example of the later is local government employee 

salaries, etc (Kemenhumkan, 2005a). 

Capital expenditures has wide-ranging benefits 

for a region’s economy. These benefits can be seen in 

term of improvement in the public capital facilities 

such as transportation, water, etc prevention in 

negative effects on public safety, and environmental 

protection (Fisher & Sullivan, 2016), in line with 

other study result showing that the government 

investment on infrastructure increases the marginal 

efficiency of private capital (Dadgostar & Mirabelli, 

1998). 

2.3 Total Population 

Current understanding of population does not show a 

correlation between the effect of population growth 

and economic development of less developed areas. 

Some theoretical analyses propose that population 

growth creates pressure on natural resources, reduces 

private and public capital formation, and also 

resulting to capital resources allocation to regular 

spending instead of capital expenditures. On the other 

side, increase in population crate positive effects such 

as economies of scale and specialization, new 

generation with higher motivations compared with 

older ones (Atanda, A. A., Aminu, S. B., & Alimi, 

2012). For the study purpose, we factor population as 

an important part of economy on the region.  

Accordingly, we hypothesize the following:  

H1: There is a positive and significant relationship 

between regional taxes and capital expenditures. 

H2: There is a positive and significant relationship 

between regional levies and capital expenditures. 

H3: There is a positive and significant relationship 

between DAU and capital expenditures. 

H4: There is a positive and significant relationship 

between DAK and capital expenditures. 

H5: There is a positive and significant relationship 

between all variables together regional taxes, 

regional levies, DAU, and DAK, and capital 

expenditures. 

H6: Population can moderate between all variables 

together regional taxes, regional levies, DAU, and 

DAK, and capital expenditures. 

3 RESEARCH METHOD 

3.1 Research Sites 

The literature study was conducted in the 

District/City in Provinsi Sumatera Utara using data 

available in website www.djpk.kemenkeu.go.id, and 

www.sumut.bps.go.id 

3.2 Population and Sample 

This study takes a population from District/City 

Government of North Sumatra Province which 

consists of 25 regencies and 8 cities for reporting 

period of 2014 to 2016.The sample of this study, is 

set using a purposive sampling method with criteria 

of districts/cities that produce their financial 

statements for 3 consecutive years from 2014 - 2016. 

A seen in table 3.1, for 69 samples consists of 23 

regencies/cities for 3 years reporting period.  

3.3 Types and Data Sources 

The data type for this study is quantitative data, 

namely research methods based on the philosophy of 

positivism, used to examine a particular population or 

sample, data collection using research instruments, 

data analysis is quantitative/statistic with the aim of 

testing predetermined hypotheses (Pratama, 2017). 

4 RESULT  

Table 1: Multiple Linear Regression Analysis. 

 
 

Based on table 1 above, multiple linear regression 

equations obtained, as follow: 

 

Y = 223,046 + 0,383X1 - 0,073X2 + 0,155X3 + 

0.232X4 + e. 

 

The multiple linear regression equation above 

showed that regional tax (B = 0.383), DAU 

(B=0.155) and DAK (B=0.232) has a positive relation 

with capital expenditures. Meanwhile regional levies 

showed a negative correlation (B=-0.073) with 
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capital expenditures. The negative correlation 

indicates increase in the levies does not contribute to 

increase in capital expenditures.  

Table 2: Determination Coefficient Analysis. 

 
 

Based on table 2 above, it is shown coefficient of 

determination (R-Square) at 0.603.These values can 

be interpreted as variables of Local Taxes, Local 

Levies, DAU, and DAK together explains 60.3% 

variations in Capital Expenditures, the remaining 

39.7% is explained by other variables or factors. 

Table 3: Significance of Simultaneous Effect Test. 

 
 

Based on table 3, it is known that Fcount is 

24,297>Ftable value of 2.76 and with probability 

value (Sig.) 0,000 <0,05. This means that the regional 

taxes, regional levies, DAU, and DAK 

simultaneously/jointly significantly has effect on 

Capital Expenditures. 

Table 4: t-test. 

 
 

Table 4 above showed that: Regional Tax variable 

shows the value below the significant level of 5% (α 

= 0.05) and the value of t counts 3.424> t-table 1.667 

which means that H1 is accepted so that the Capital 

Expenditures is positive and significantly impacted 

by regional tax. Regional levies variable shows a 

value above the significant level of 5% (α = 0.05) and 

t count value of -0.420 <t-table 1.667 which means 

that H2 is rejected so that the regional levies does not 

significantly influence capital expenditures. DAU 

variable shows the value below the significant level 

of 5% (α = 0.05) and t count value of 2.132> t-table 

1.667 which means that H3 is accepted so that DAU 

has positive and a significant effect on capital 

expenditures. DAK variable shows the value below 

the significant level of 5% (α = 0.05) and the value of 

t count 2.790> t-table 1,667 which means that H4 is 

accepted so that DAK has a significant effect on 

capital expenditures. 

Table 5: The Absolute Difference Value Test. 

 
 

Based on table above, it can be seen the significant 

value of the interaction (Abs X-Z) of 0.049 shows the 

value below the significant level of 5% (α = 0.05) and 

the regression coefficient is positive at 61.684 which 

means that H6 is accepted so that the population is 

able to moderate the regional tax, regional levies, 

DAU, and DAK for Capital Expenditures. 

5 DISCUSSION  

5.1 Regional Taxes Effects 

Based on the research results obtained that regional 

tax has a significant and positive effect on Capital 

Expenditures, this is seen from the t test in table 4.4, 

a significant level of 0.001 which is smaller than 

0.005 and a positive regression coefficient of 0.383, 

so the hypothesis of the influence of regional tax on 

allocation Capital Expenditures are accepted. This 

means that regional taxes increase will trigger an 

increase in the allocation of Capital Expenditures, 

Law No. 28 of 2009 explains that tax is used for the 

purposes of the state for the greatest prosperity of the 

people. Tax revenue is meant for state financing and 

national development, through the allocation of the 

tax revenue to capital expenditures for public needs. 

Regional tax is a component of local revenue that 

describes the independence of an area and has the 

largest contribution in providing income for the 

region, the Regional Government has the authority to 

UNICEES 2018 - 1st Unimed International Conference on Economics Education and Social Science

394



 

allocate its income in the direct expenditure sector or 

for capital expenditure, this means in North Sumatra 

from 2014-2016 allocates tax for Capital 

Expenditures. This study results are in line with prior 

research, (Jaya & Dwirandra, 2014) which concluded 

that the is a significant positive effect of Regional 

Taxes to Capital Expenditures. But it is different from 

the study of (Juwari, Setyadi, & Ulfah, 2016) which 

stated variable Regional Taxes do not have an impact 

on Capital Expenditures because income from tax is 

less so that it relies on balancing funds to finance its 

Capital Expenditures. 

5.2 Regional Levies Effects 

The study results showed that there is no significant 

effect of regional levies to capital expenditures, this 

is seen from the t test in table 4, a significant level of 

0.676 which is greater than 0.05 and the regression 

coefficient is negative that is -0.073, so the hypothesis 

of the influence of regional levies to allocation of 

Capital Expenditures is not supported. This is in line 

with the prior research (Juwari et al., 2016), stating 

that there is no significant effect of regional levies to 

Capital Expenditures because the income from 

regional levies is less so that it relies on balancing 

funds to finance its Capital Expenditures. This 

research is different from the other research (Jaya & 

Dwirandra, 2014),who stated that regional levies had 

a significant effect into Capital Expenditures.  

5.3 General Allocation Fund Effects 

Based on the research results obtained, there is a 

significant effect of DAU to capital expenditures, this 

is seen from t test in table 4.4, a significant level of 

0.037 which is smaller than 0.05 and regression 

coefficient of 0.155 so that the hypothesis on DAU 

effect on the allocation of capital expenditures is 

accepted. This is in line with the prior research (Yawa 

& Runtu, 2015), which stated that there is a positive 

and significant effect of DAU to capital expenditures. 

This research is different from the other research 

(Jaya & Dwirandra, 2014), which stated that there is 

no effect of DAU to capital expenditures.  

5.4 Special Allocation Fund Effects  

The study results showed there is a significant 

positive effect of DAK on capital expenditure, this is 

seen from the t test in table 4.4, a significant level of 

0.007 which is smaller than 0.05 and the regression 

coefficient is positive that is 0.232 so the hypothesis 

of the influence of DAK on capital expenditures 

allocation is accepted, which means if the DAK in a 

region increases, capital expenditures will also 

increase. The study results is in line with the prior 

research (Wandira, 2013)which stated that there was 

a significant influence between DAK variables on 

capital expenditure, while in (Tolu, Walewangko, & 

Tumangkeng, 2016), there is positive effect of DAK 

capital expenditure allocation, because the need was 

a national commitment or priority.  

5.5 Regional Taxes, Regional Levies, 
General Allocation Fund, and 
Special Allocation Fund Effects 
Combined  

Based on simultaneous testing (F), the variables of 

regional taxes, regional levies, DAU and DAK have 

a significant effect on the allocation of capital 

expenditures, this is seen from the F test in table 4.3, 

the significance level of 0.000 this means the 

significance level <5% (0.05) and seen from the 

testing of the coefficient of determination (R Square) 

in table 4.3 of 0.603, this means that 60.3% of the 

Capital Expenditure variable can be explained by the 

four independent variables which is regional tax, 

regional levies, DAU, and DAK, and the remaining 

39.7% explained by other potential variables outside 

the model. Regional taxes, regional levies, DAU and 

DAK are all revenues sources for region that can be 

allocated to finance the needs in the region, one of 

which is Capital Expenditure.  

5.6 Population Effects  

Based on the results of the research obtained, the 

population was able to moderate local taxes, regional 

levies, DAU, and DAK on Capital Expenditures. This 

is seen from the test of the absolute difference value 

in table 4.5, the significant level of 0.049 which is 

smaller than 0.05 and the regression coefficient is 

positive that is 61.684 so that it can be said that the 

Population is able to moderate the relationship of 

local taxes, regional levies, DAU, and DAK to capital 

expenditures. 

6 CONCLUSIONS 

Study results shows that three is a significant positive 

effect of variables Regional Taxes, General 

Allocation Fund and Special Allocation Fund, on the 

allocation of Capital Expenditures. This mean that 

certain increases/decreases in Regional Taxes is 
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responded through positive changes or have 

influences in allocation of Capital Expenditures. 

Another test shows all four variables together 

Regional Taxes, Regional Levies, DAU and DAK 

have positive and significant effect on the allocation 

of Capital Expenditures. This means certain 

increases/decreases in Regional Taxes is responded 

through positive changes or have influences in 

allocation of Capital Expenditures. While regional 

levies alone do not have a significant effect on the 

allocation of Capital Expenditures. The study results 

showed that Population as a moderating variable has 

a significant level, which means that the population is 

able to moderate all variables on the allocation of 

capital expenditure.  

The study is far from conclusive on variables to 

capital expenditures allocation nor the reasons to why 

regional levies which is also a revenue sources, does 

not follow the same trend as the other three variables. 

Which might require a more in-depth study. Another 

area could also be explored by adding another 

moderating variable such as economic growth and 

inflation rates or expanding the scope beyond 3 

(three) years as used in this study, and inclusion those 

district/cities absence from the respondent lists. 
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Abstract: This study aimed to analyse instrument of monetary policy in affecting economic growth in Indonesia that 

measure using Industrial Production Index (IPI). Since Indonesia has a dual finance system and this research 

is meant to compare the effectiveness both system as a instrument of monetary policy through interest rate 

channel, this research will be written in two models as in conventional model and sharia model. Using VAR 

research and conducted by Impulse Response Function (IRF) and Forecast Error Variance Decomposition 

Test. The IRF Test showed that on the conventional model, the responses of IPI to the shock of SBI and 

PUAB is positive and permanent, so do the response of IPI to the shock of SBIS and PUAS is positive and 

permanent. Fluctuation on the mechanism of sharia monetary policy subside faster than the conventional 

monetary. And for the result of FEVD test, conventional model give a positive contribution in the sense of 

raising economic growth, where in this research is measured by IPI, amounted to 37,51%, while the sharia 

model give a positive contribution to IPI, amounted 7.14%. Therefore, we can conclude that in Indonesia, 

mechanism of monetary transmission through interest rate channel using conventional model can be said 

better than sharia model in the term of raising economic growth.

1 INTRODUCTION 

The function and role of the Bank-owned Indonesia 

as the central bank in support of the development of 

the financial markets and the economy of a country. 

According to Warjiyo and Solikin (2003), this is due 

to the policies implemented by the central bank can 

affect the development of interest rates, credit 

amount, and the amount of money in circulation, 

which will affect not only the development of 

financial markets, but also economic growth, 

inflation, and welfare of society as a whole. This is 

called policy with monetary policy. The development 

of the financial markets and the economy is that 

macroeconomic stability is among other things 

reflected by price stability (low inflation rate), 

improving the development of real output (economic 

growth), as well as sufficient breadth field/job 

opportunities available. 

Periodically, every year the Government set an 

economic growth target and announced through the 

State income and Expenditure Budget (APBN). Then 

the target will be evaluated during the one year later 

along with the turn of the year in which data on the 

realization of economic growth that year was also 

presented. The Government can just change the target 

figures for economic growth in the middle period to 

take place when the economic growth target proved 

difficult to achieve on the State of the economy in the 

period of walking. This is the same as the decision 

changes the target figures for economic growth in the 

last four years. The economic growth target set by the 

Government for the period of 2010-2015 each year 

amounted to 6.3%, 6.8%, 5.5%, and 5.1% by year 

calculation base used is the year 2010, as can be seen 

on the graph 1 below. 

 

 
Source: Ministry of Finance. 

Figure 1: Comparison of targets and the realization of 

economic growth (Base Year 2010). 

In the year 2013 the growth economy Indonesia 

amounting to 5.78%. This figure is far lower than the 

target which was already decided after roughly 6.8%. 
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In later years, Indonesia's economic growth was 

increasingly debased i.e. 5.02% figure is treading in 

the year 2014 and 4.73% in 2015. Indonesia's 

economic growth rate by the year 2015 is the lowest 

figure for six years, where this is the first time for 

Indonesia stepped on the numbers below 5% since 

2009. Later, in the year 2016 economic growth back 

step on number 5% i.e. 5.02%. However, this figure 

is still below the target of economic growth of 5.2% 

in 2016. 

The index of industrial production or IPI number 

index that describes the development of the 

production sector of manufacturing industry in early 

as well as of data series that are longer and complete 

because its nature is designed to periodically 

monthly. Ordinary dipakain this index as a proxy for 

the activities of the economy or the national income 

primarily due to unavailability of real gross domestic 

product or gross national Product as measured by the 

monthly basic. 

The Government is using monetary policy in 

controlling and influencing the development of real 

output (economic growth) that where data can be 

reflected through IPI. In this case, the tool used by the 

Government of one is the transmission mechanism of 

monetary policy and its instruments are used. The 

transmission of monetary policy basically shows the 

interaction between central banks, banking, and other 

financial institutions, as well as the perpetrators of 

real sector of economy. The interaction between the 

central bank and banking can be seen on the 

interactions in financial markets. Interaction through 

financial markets occurs because on the one hand the 

central bank conducts monetary control through 

financial transactions conducted with banking. On the 

other hand, the financial transaction banking to 

portfolio investment. These interactions will be 

influential on the development of short term interest 

rates as interest rates PUAB and SBI(Warjiyo, 

2004:6-20). 

This research concentrates the instruments of 

monetary policy interest rate channel. This is because 

the channel of interest rates further stressed the 

importance of this aspect of prices in financial 

markets against a wide range of economic activity in 

the real sector. The most important features in the 

transmission mechanism of monetary policy path of 

interest rates is on the emphasis of real interest rates 

that affect the decisions of economic actors spending 

(consumption and investment), so that although the 

nominal interest rate is from any zero monetary 

policy will still be used effectively through changes 

in the price level. In this regard, monetary policy is 

the central bank will have an effect on the 

development of a wide range of interest rates in the 

financial sector and will further influence on the level 

of real output. 

As a solution of the conventional monetary 

system containing usury, Islam introduced Islamic 

monetary system, i.e. the monetary system based on 

Islamic sharia principles. Based on Bank Indonesia 

Regulation No. 10/36/PBI/2008, to achieve the final 

objective, Bank Indonesia can do control based on 

sharia principles. Sharia's own monetary policy 

prohibits the use of usury or interest in its execution, 

because in addition to indeed is haraam, monetary 

Islam considers interest usury or very risky against 

the economic crisis and prone to instability. 

In principle, monetary policy and the purpose of 

islam is not much different from the conventional 

monetary, that is, to achieve full employment 

conditions in which all sectors of the production can 

be used optimally, guarantee the stability of exchange 

rates and prices (supervision inflation) and an 

instrument of redistribution of wealth where wealth 

synergize between monetary and real sector. In 

achieving the goal, economic instruments have Sharia 

moter monetary control is not much different from the 

conventional instruments of monetary control. 

In addition, to link the Islamic economic and 

monetary policy, monetary economic system of 

Sharia also has an Islamic monetary policy 

transmission one of its channels is channel modifying 

interest rates interest rate pass-through use the policy 

rate pass-through, where interest rates used are 

changed using the yield level. Some short term money 

market instruments used were the SBIS and PUAS. 

SBIS is a form of modification of Bank Indonesia 

Certificates or SBI, SBI interest rates where replaced 

by the level of berakadkan yields the SBIS were. 

While PUAB is a form of modification of the PUAS 

in which the instruments used in Indonesia is the 

Mudharabah Interbank investment certificates 

(SIMA). 

SBI interest rates, interest rate PUAB O/N, yields 

SBIS and SIMA are often used as an instrument of 

short-term interest rates to monetary control in 

achieving the target of the end of which one is 

economic growth (real output developments) that can 

Industrial production index using diliat. Here is the 

data rates of SBI, PUAB O/N, yields SBIS, SIMA, 

and the IPI 2013-2016 year. 
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Table 1: SBI Rate, Equivalent data Rate SBIS, PUAB O/N 

Rate, Equivalent Rate PUAS, and IPI 2013-2016 Period (in 

billion, and Percent). 

Years Position SBI 
PUAB 

O/N Rate 

Position 

SBIS 

Eq 

Rate 

PUAS 

IPI 

2013 1,011,470 4.95 53,581 5.21 11489 

2014 1,121,632 5,92 74,484 6.4 12036 

2015 732,367 6.11 96,919 6.08 12609 

2016 1,004,143 4.81 101,647 5 13114 

Source: Bank Indonesia and the Central Bureau of statistics. 

 

Table 1 above shows the trend of the fluctuation 

in the position of SBI, SBI's position in 2013 is 

Rp1,011,470 billion which then in 2014 rising to,632 

billion Rp1,121. Then in the year 2015 positioning 

SBI decline i.e. amounting Rp732,367 billion and 

then menigkat again in 2015 i.e. Rp1,004 of,143 

billion. While interest rates PUAB O/N tend to 

increase from a year 2013-2015 but later experienced 

a decline in the year 2016, where in the year 2013 the 

figure stepped on 4.95% in 2014 rising at a rate of 

5.92%. In the year 2015 back rising at 6.11%, then in 

the year 2016 decline be 4.81%. While the rate of 

yield SATISFIED investment certificates represented 

by the Mudharabah Interbank tend to decline, where 

in the year 2013 yield results are in Figure 5.21% then 

in 2014 rising to 6.40% past year 2015 experience the 

decline be 6.08% and then decreased until the year 

2016 to reach 5.00%. IPI number syang index data 

obtained from medium to large industrial production 

with basic year 2010 issued on a monthly basis by the 

Central Bureau of statistics, annual rataan 

peningkataan experience each year, where in the year 

2013 is at number 114.89, then in 2014 has increased 

up to 120.36 on the numbers. And then in 2015 get 

back on the numbers increased to 126.09, later in the 

year 2016 continues to increase in numbers 131.14. 

SBI, PUAB O/N, SBIS and SIMA as instruments 

of short-term interest rates in the monetary policy 

transmission mechanism is already widely used by 

previous studies. Such as research conducted by Aam 

Selamet with the result that the relationship of SBI, 

SBIS, PUAB, and with the banking financing PUAS 

is negative and the pattern of relationship banking 

financing and inflation also negatively. Then research 

other Aam Slamet with Yulizar Sanrego have results 

that conventional monetary instruments contribute 

more than the monetary instruments. Later, Irfan 

Ayuniyyah Qurroh research Syauqi Beik, Laily 

Arsyianti Dwi and have the results that total and the 

return of Sharia financing has a positive relationship 

with the IPI. 

Against the background of the research above, 

there are any formula problem that will be raised in 

this research are as is how significant an influence and 

comparison between conventional monetary policy 

variables and Sharia line interest rates affect the IPI. 

2 THEORICAL FRAMEWORK 

The theory Keynes mentioned that, the interest rate is 

determined by the supply and demand for money, 

according to this theory there are three motifs, why 

would someone be willing to hold cash, i.e. 

transaction motives, just in case and speculation. 

Three motives which are the source of any such 

request for money that is termed Liquidity preference 

(Mankiw,2003), requests the money according to the 

theories of Keynes based on the conception that 

generally people want him remains illiquid for meet 

three of these motifs. The theory Keynes stressed the 

existence of a direct relationship between people's 

willingness to pay the price of money (interest rates) 

with a request for money for the purpose of 

speculation, in this case a huge demand when interest 

rate is low and small requests If the high interest.          

According to Kasmir (2007:37-40) are the main 

factors that influence the determination of the 

seriousness of the great interest rates generally can be 

explained as follows, namely: Needs funds, profit 

Target is desirable, Quality Assurance, the wisdom of 

the Government, Period of time, the reputation of the 

company, the products are competitive, good 

relations, competitors. 

2.1 Conventional Monetary Policy  

Monetary policy is primarily a policy that aims to 

achieve internal balance (high economic growth, 

price stability, equitable development) and external 

balance (the balance of the balance of payments) as 

well as macroeconomic goal, namely maintaining 

economic stabilization can be measured by 

employment, price stability and a balanced 

international balance of payments. If stability in the 

troubled economy activity, then monetary policy can 

be used to restore the (stabilization actions). The 

influence of monetary policy is first felt by the 

banking sector, which is then transferred to the real 

sector. 

2.2 Islamic Monetary Policy 

Based on the concept of Islam, money is the property 

of the Community (public goods) (Arif,2010). 

Hoarding of money or activities that are not 

productive money will result in the amount of money 
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in circulation is reduced, so that the process of the 

economy will be hampered. On the other hand, 

stacking the money or property will push human 

nature of greed and lazy, and imposes against the 

continuity of the economy. 

In addition, the money that is not utilized in the 

productive sector (idle assets) will be reduced due to 

the existence of the obligation of zakat must be 

issued. Therefore, the money must be spun (u.s. 

money flow concept) in order to give rise to the 

economic prosperity of the community. Like the 

theory of the economic system of Islam, Islamic 

financial instruments does not recognize interest rates 

and implement a system of profit and loss (profit and 

loss sharing). Big nothingness of customer profit 

Islamic banking is determined by his little big profit 

earned from bank financing and investment activities 

conducted in the real sector, so that the monetary 

sector has a dependency on the real sector. If 

investment and production in the real sector is doing 

well, then returns on the monetary sector will increase 

as well (Huda,2008) 

Islamic monetary management rationale was 

the creation of the stability of money demand and 

ordered him to an important objective that is 

productive activities. So, every instrument that 

leads to instability and allocating funding sources 

that are not productive, would be abandoned. aim 

to ensure that monetary expansion, but quite able 

to generate adequate growth and can produce an 

equitable prosperity for the community. The rate of 

growth of the intended nature of sustainability, 

must be realistic and include the medium term and 

the long term. 

2.3 Instruments of Monetary Policy 

Conventional monetary policy instruments 

according to Bank Indonesia consists of: discount 

rate (Discount Rate), Compulsory Minimum Giro 

(Statutory Reserve Requirment), an appeal to the 

Moral (Moral Suasion), open market operations 

(Open Market Operation). In its open market 

operations, BI can do the buying and selling of 

securities that Bank Indonesia's certificate there is 

(SBI). 

Islamic monetary policy Instrument according 

to Karim (2002:203-204) are: certificates of 

Wadiah Bank Indonesia (SWBI) or currently 

known as Certificate Bank Indonesia Sharia 

(SBIS), current Mandatory Minimum (Statutory 

Reserve Requirment) and mudharabah interbank 

investment certificates (certificate IMA) Sharia. 

Based on the problem and research objectives, 

then the hypothesis in this study include: 

1. Allegedly there is influence and significant 

among variables of conventional monetary 

policy interest rate path with IPI in Indonesia. 

2. Allegedly there is influence significant 

between the variable and the monetary policy 

interest rate IPI line Sharia in Indonesia. 

3 RESEARCH METHOD 

To analyze and manipulate data in this study, the test 

will use Vector Autoregressive (VAR). VAR 

describes the relationship of causality between the 

variables in a model including intersep. This method 

was developed by Sims in 1980 (Sugianto, Hermain 

Harahap, and 2015; Ascarya 2009) that assumes that 

all the variables in the model are endogenous, 

meaning that it is specified in the model, so this 

method is called by the ateoritis model (unfounded 

theory). 

VAR is a model of a-priori against economic 

theory, however it is very useful in determining the 

level of eksogenitas a variable economy in an 

economic system in which occurs the 

interdependence between variables in the economy. 

The VAR model is mathematically can be written 

(Ramadan and Beik, 2013; P, 2003) as follows: 

 
Zt: vector of endogenous variables as much as t 

Xt: vector of endogenous variables as much as t 

Ai dan B: matrix-matrix coefficients of 

the will being estimated 

t : vector of residual-residual that is contemporary berkolerasi but 

not berkolerasi with the values of their own lag nor berkolerasi 

with the rest of the variables in the right-hand side of the above 

equation. 

 

The first phase is done in process data time series 

is to test the stasioneritas or the unit root test. 

Stationary data will have a tendency to approach the 

average value and fluctuated around the average 

value or have a constant variety. If the data is 

stationary, then the selected methods are methods of 

VAR and if not stationary then the VECM using the 

method. (Ramadan and Beik, 2013). 

VAR estimation is very sensitive to the length of 

the lag are used. Determination of lag (order) to be 

used in the VAR model can be determined based on 

the criteria of Akaike Information Criterion (AIC), 

Schwaz Information Criterion (SC), or Hannan 
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Quinnon (HQ). In addition the optimal lag length 

testing is very useful for relieving the problem of 

autocorrelation in the VAR system, so that the 

optimal lag with use expected to no longer appear 

problem of auto correlation (Nugroho, 2009; 

Hasanah 2011). 

If the phenomenon of stasioneritas is at the level 

of the first difference, then the testing needs to be 

done to look at the possibility of Granger. The 

concept of Granger was basically to see long-term 

balance between variables observed. Sometimes an 

individual data is not stationary, but when connected 

in linear data becomes stationary. This is then called 

terkointegrasi that such data. (Rusydiana, 2009). 

Forecast Error Variance Decomposition (FEVD) 

is another method of dynamical systems by using 

VAR. In response to the presence of innovation 

demonstrates the effect of a policy (shock) 

endogenous variable against other variables. 

Variance decomposition is used to compile an 

estimate of error variance of a variable, that is, how 

big is the difference between a variation before and 

after the shock, the shock that comes from either 

myself or the shock of the other variables to see the 

influence of relative variables research on other 

variables. 

4 ANALYSIS 

This research uses the Augmented Dickey-Fuller test 

(ADF) to test the stasioneritas of each variable. 

Stasioneritas ADF test results are then compared with 

critical values McKinon on degree of significance of 

5%. 

Table 2: Stationerity Test ADF Method. 

Variable Level 

 
Prob. 

ADF 

t-statistic 

ADF 

p-value 

5% 

LNIPI 0.7322 -1.036381 -2.928142 

LNSBI 0.2238 -2.158510 -2.926622 

LNPUAB 0.5529 -1.442889 -2.928142 

LNSBIS 0.7539 -0.977155 -2.925169 

LNPUAS 0.1840 -2.275281 -2.926622 

               1
st 

difference 

LNIPI 0.0000 -7.902248 -2.928142 

LNSBI 0.0012 -4.319495 -2.926622 

LNPUAB 0.0000 -6.961848 -2.928142 

LNSBIS 0.0000 -6.535199 -2.926622 

LNPUAS 0.0000 -9.213325 -2.926622 

Source: the Data that have been processed. 

The result of the stationary test made the sixth 

data variables are shown from the above table that 

looks at the level of the level, all variables have the 

value of the probability of more than 0. Because of 

those reasons, then performed a test of integration at 

the level of the first difference. At the level of the first 

difference, it can be seen that all variables have values 

less than 0.05 probability of ADF so that it is said that 

all the variables are stationary and do not occur in the 

root level of the unit is the first difference. 

4.1 The Optimum Lag Test  

Following are the results of the test the optimum lag 

(lag length) Conventional Models prepared from data 

variables are used i.e. variable IPI, SBIS, and PUAB 

(conventional). 

Table 3: Result the Optimum Lag of conventional Models. 

Lag LR FPE AIC SC HQ 

0 NA 1.04e-07 1.300969 -7.444375* -7.521937* 

1 20.04045* 9.45e-08* -7.662502* -7.171004 -7.481253 

Source: The Data that have been processed. 

 

As seen from the above table, the data States that 

in this study, the lag criteria suggested by SC and HQ 

is the lag to-0. But when viewed from the criteria of 

LR, FPE, and AIC, the lag suggested to use is the lag. 

According to Sukmanada Kassim (2010), the length 

of the lag that is used must be long enough to limit the 

dynamics of the system. However, the length of the 

lag also should not be too long. The conventional 

model for this, since three of the five criteria 

suggested to use 1 lag, then lag lag is used to-1. 

Following are the results of the test the optimum lag 

(lag length) Model of Sharia that are processed from 

the data of the variables used i.e. variable IPI, SBIS, 

and satisfied. 

Table 4: Results Lag Optimum Model of Sharia. 

Lag LR FPE AIC SC HQ 

0 NA* 4.63e-08* -8.374261* -8.251387* -8.328949* 

1 
11.521

5 
5.25e-08 -8.251082 -7.759584 -8.069833 

Source: The Data that have been processed. 

 

As seen from the above table, the data States that 

in this study, the lag criteria suggested by LR, FPE, 

AIC, SC, and HQ is the lag to-0. Because the five 

criteria suggested lag lag 0 is used, then the lag lag is 

used to-0. Lag 0 results obtained by these Islamic 

monetary instruments can happen considering 

transactions SBIS and PUAS is the kind of spot 

transactions settlement was the slowest in two days, 
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allowing a relationship both these variables do not 

have lag. 

4.2 Test the Granger Johannsen 

After knowing the value of optimal lag, Granger test 

done next to analyze long-term relationship 

antarvariabel. Following are the results of the test of 

a conventional Model Johansen Granger. 

Table 5: Test Conventional Model Granger. 

Hypotesis 
Trace 

Statisitc 

0.05 

Critical Value 
Prob. Conclusion 

None 115.1736 29.79707 0.0000 Countegrated 

At most 1 61.01620 15.49471 0.0000 Countegrated 

At most 2 14.52600 3.841466 0.0001 Countegrated 

Source: The Data that have been processed. 

 

Test results from the above it can be concluded 

that there is a Conventional Model at Granger. It can 

be seen from Statistics Trace values greater than the 

value of the 0.05 Critical Value, and is seen also from 

the probability value smaller than 0.05. In addition, 

the results of the above tests can also be inferred that 

there is a linear equation is long term contained in the 

model, including variables IPI, SBI, and PUAB. 

These test results also show that analysis of the 

Conventional Model is used for the analysis of the 

VECM. After learning the results of Conventional 

Models, Granger test next would be presented o 

Granger Sharia Model test data. 

Table 6: Granger Test Model of Sharia. 

Hypotesis 
Trace 

Statisitc 

0.05 

Critical 

Value 

Prob. Conclusion 

None 129.8704 29.79707 0.0000 Cointegrated 

At most 1 75.63557 15.49471 0.0000 Cointegrated 

At most 2 30.24998 3.841466 0.0000 Cointegrated 

Source: The Data that have been processed. 

 

Test results from the above it can be concluded 

that there exists a Granger on the Model. It can be 

seen from Statistics Trace values greater than the 

value of the 0.05 Critical Value, and is seen also from 

the probability value smaller than 0.05. In addition, 

the results of the above tests can also be inferred that 

there are two long-term linear equations contained in 

models, between variables IPI, SBIS, and satisfied. 

The results of this test also proves that the analysis is 

used to Model the sharia is the analysis of the VECM.        

After the known existence of Granger's next test 

then the process is done using methods of error 

correction. If there is a difference in the degree of 

integration of the antarvariabel test, the testing was 

done simultaneously (jointly) between long term 

equations with equation error correction, having in 

mind that in a variable occurs Granger. Following are 

the results of the estimation of the conventional 

Model of the VECM. 

Table 7: VECM estimation of short term and long term 

Conventional Model. 

Variable Coef. t-stat 

Short Term 

CointEq1 -1.758884 -7.82460 

DDLNPUAB(-1) -0.030082 -1.44460 

DDLNSBI(-1) -0.007983 -0.30626 

Long Term 

DLNPUAB(-1) -0.028445 -0.86480 

DLNSBI(-1) 0.005043 0.27146 

Source: The Data that have been processed. 

Based on the test results of the VECM on top, on 

a short term analysis, both variables significantly to 

IPI, is it seen from the second t-statistic value of 

variable on smaller than -1.67943. On its influence on 

IPI, the existence of a mechanism of adjustment of 

sound long term short term indicated by error Granger 

is negative (CointEq1-1.758884). While in the long 

run, these two variables are significantly to IPI, these 

views of the value of the t-statistic greater than 

PUAB-1.67943 and t-statistics of SBI are smaller 

than at 1.67943. Then occurred the following is an 

analysis of the VECM to Islamic Model. 

Table 8: VECM estimation of short term and long term 

Islamic Model. 

Variable Coef. T-stat 

  Short Term 

CointEq1 -0.291197 -2.60881 

  Long Term 

LNPUAS(-1) -0.438058 -9.24157 

LNSBIS(-1) -0.104447 -1.82001 

Source: processed data. 

 

Based on the test results of the VECM on top, 

both variables are PUAS or SBI has no effect against 

the IPI. In addition, in the long run, these two 

variables are not significant effect on IPI, it is seen 

from a t-statistic value each smaller than-1.67943. It 

is typical of the VECM VAR/test in which not all lag 

significantly in each equation. 
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Figure 2: Impulse Response of industrial production index 

(IPI) Conventional Models. 

From the picture above, can be parsed results IRF 

on variables in the Conventional Model is as follows: 

1. DLNIPI response against the shock 

DLNPUAB fluctuate until the thirteenth 

month and began converging on the fourteenth 

period. One month lag time required for 

DLNIPI to respond to the shock DLNPUAB. 

This positive response indicates when interest 

rates rise, the PUAB it would be followed by 

a rise in the level of the IPI. 

2. DLNIPI response against the shock DLNSBI 

fluctuate until the twelfth month and began 

converging on the thirteenth period. One 

month lag time required for DLNIPI to 

respond to the shock DLNSBI. This positive 

response indicates when the number of 

positions the SBI is increasing, it will be 

followed by a rise in the level of the IPI. Then, 

here are the results of the IRF on variables in 

the Model. 

 

Figure 3: Impulse Response of industrial production index 

(IPI) Model of Sharia. 

From the above image obtained results IRF on 

variables in the Model of Sharia is as follows: 

1) Response DLNIPI DLNSBIS surprise against 

fluctuating funds sixth month and began 

converging on the seventh period. A one 

month grace period required for DLNIPI to 

respond to the shock DLNSBIS. This positive 

response indicates when the number of 

positions the SBIS increases, it will be 

followed by a rise in the level of the IPI. 

DLNIPI response against the shock DLNPUAS 

fluctuate until the fifth month and start converging on 

the sixth period. One month lag time required for 

DLNIPI to respond to the shock DLNPUAS. This 

positive response indicates when the yield rate 

increasing, it will be followed by a rise in the level of 

the IPI. 

The picture IRF that is approaching the point of 

balance (equilibrium) indicates that a response is 

variable due to the longer shocks will progressively 

disappear, so the shocks are not left a permanent 

influence against the variable. The response variable 

of monetary policy interest rates to conventional line 

the longer this increasingly stable indicating response 

was the longer responya are increasingly 

disappearing. The following is the conclusion from 

the test results IRF for Conventional Models and 

models of Sharia. 

Table 9: The response Variable Against the increase of one 

standard deviation of the IPI. 

 
 

Following are the results from the test of Variance 

Decomposition on a Conventional Model. 

Table 10: The Test Results of The Forecast Error Variance 

Decomposition of Industrial Production Index (IPI) 

Conventional Models. 

 
 

The table above presents the test results of 

Variance Decomposition, in which any variables and 

how big the variables affect variables industrial 

production Index (IPI) in the Groove of conventional 

monetary policy. In the first period to see that IPI 

could be explained by the PUAB of 0% to during the 

IPI could be explained PUAB of 36.79%. Next on the 
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first period look that IPI could be explained by the 

SBI of 0% to during the IPI could be explained SBI 

of 0.77%. 

For IPI, can explain the period 100% of IPI and 

declining influence on late period amounted to 

62.44%. So on a Conventional Model, variable IPI as 

an indicator of economic growth was largely 

influenced by the PUAB variable of 36.79%. These 

results indicate that the influence of a variable 

throughout the period PUAB and SBI against IPI will 

be even greater. This happens because the IPI get 

direct influence from all the variables such as the 

proposed instrument and the conventional monetary 

effect on the monetary transmission. In addition, test 

results from the FEVD known PUAB (36.74%) and 

SBI (0.77%) positive contributions of 37.51%. Then 

here is the variance decomposition test results on the 

Islamic Model. 

Table 11: The test results of the Forecast Error Variance 

Decomposition Indexes of industrial production in 

Indonesia. 

 
 

The table above presents the test results of 

Variance Decomposition, in which any variables and 

how big the variables affect variables industrial 

production Index (IPI) in the Groove of monetary 

policy. In the first period to see that IPI could be 

explained by PUAS amounting to 0% until the end of 

the period of IPI could be explained PUAS of 6.74%. 

Next on the first period look that IPI could be 

explained by the SBIS registration 0% until the end 

of the period of IPI could be explained SBIS of 

0.40%. 

The test results of both FEVD well on 

conventional monetary policy as well as monetary 

policy of Sharia can be said that conventional 

monetary policy path of interest rates contributed the 

increase in the production of industrial output bigger 

than monetary policy Sharia, i.e. the interest rate path 

of 37.51%, and Islamic monetary policy interest rates 

line accounts for the production of industrial output 

amounted to 7.14%. So it can be said that 

conventional monetary policy interest rate path have 

instruments that leih instrument than monetary policy 

interest in the path of Sharia influenced the 

production of the output of the industry. 

5 RESULTS 

Economic growth is one of the final target of monetary 

policy in Indonesia, which is one of the charge 

indicators will be seen using the industrial production 

Index (IPI). The end goal can be reached through 

several lines using monetary policy, one of which is 

the monetary policy interest rate path.  

This study discusses the transmission mechanism 

of monetary policy conventional and syariah track 

interest rates in affecting economic growth reflected 

industrial production index (IPI). Based on the testing 

that has been done on conventional models by using 

the variable position of the SBI interest rates and 

PUAB, the results obtained are saying that these 

variables have a positive affect toward the IPI and 

permanent, where the increase in the number of both 

the variables affect the increase of IPI 37.51%. 

6 CONCLUSIONS 

VECM estimation of the results it can be concluded 

that: 

a. Both in the short and long term, PUAB and SBI 

significant effect on IPI. 

1) In the short term, as the independent 

variable of the transmission mechanism of 

monetary policy,SBI and PUAS no effect 

on IPI.  

2) As for the long term, PUAS and SBIS no 

significant effect on IPI. 

b. On the results of the test Impulse Response 

Function (IRF) on the transmission mechanism 

of monetary policy path of interest rates, 

showed that: 

1) The Conventional Model. 

- Shock (shock), SBI respond positively 

and permanently, which means that 

variable of SBI influenced the increase 

of economic growth (IPI) 

- Shock (shock) PUAB respond 

positively and permanently, which 

means the PUAB affect the increase of 

economic growth (IPI) 

2) The Model Syariah. 

- Shock SBIS respond positively and 

permanently, which means that variable 

of SBI decrease increase in economic 
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growth (IPI)  

- Shock PUAS respond positively and 

permanently, which means that the 

variable PUAB influenced the increase 

of economic growth (IPI) 

In a test of Variance Decomposition variables a 

transition mechanism of conventional models of 

monetary policy against the IPI, it can be concluded 

that the conventional variables include SBI (0.77%) 

and PUAB (36.74%) that provides a positive 

contribution against the IPI of 37.51%. Whereas in a 

test of Variance Decomposition variables 

transmission mechanisms of monetary policy against 

the Islamic model of IPI, it can be inferred that Sharia 

variables include SBIS (0.40%) and content (6.74%) 

that provides a positive contribution against the IPI of 

7.14%. So it can be said, based on results of test of 

VECM in this study, the flow of transmission 

mechanism of monetary policy through interest rates 

to conventional models of the line better than any line 

of transmission mechanism of monetary policy 

through the tribal line model Sharia in affect IPI as 

one indicator of economic growth. 
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Abstract: Economic growth is one of the most important factors to measure the success of economic development. 

The aim of economic development is to achieve high economic growth, maintain price stability, and 

overcome unemployment problems, maintain balance of payments balance and distribute income more 

equitably and evenly. The purpose of this study was to look at the effects ofm exports, government 

spending, and the workforce that worked on economic growth in North Sumatra during the period 2003-

2017. This study uses secondary data obtained directly from Badan Pusat Statistik and department or agency 

concerned. The analysis used descriptive quantitative analysis of Ordinary Least Square (OLS). In this study 

using Eviews 9 as an estimation tool. The regression showed that the Export is not significant positive effect 

on the economic growth, Government Expenditure is significantly positive effect on the economic growth, 

and Labor Force is significantly positive  effect on the economic growth. Then the relationship between the 

Export, Government Expenditure, and the Labor Force with Economic Growth of  98.03% and 1.97% is 

explained by other factors not mentioned in this model. 

1 INTRODUCTION 

Economic growth is one of the most important 
factors to measure the success of economic 
development. Economic growth shows the extent to 
which economic activity is able to generate 
additional income in a certain period (Sukirno: 
2008). 

Economic growth is the development of 
economic activities that have an impact on 
increasing the amount of production of goods and 
services produced by the community, and 
encourages the increasing prosperity of the 
community. Increased economic growth is a top 
priority for regional governments. In the success of 
economic growth, employment opportunities, 
reducing poverty, improving nutrition and health, 
including education will improve. 

Positive economic growth shows that people who 
are in a country have been able to fulfill their basic 
needs and have even been able to obtain welfare. In 
contrast, declining economic growth shows that the 

condition of people's welfare also declined in the 
country. 

The aim of economic development is to achieve 
high economic growth, maintain price stability, and 
overcome unemployment problems, maintain 
balance of payments balance, and distribute income 
more equitably and evenly. According to Todaro 
(2000), development must be interpreted as a 
multimensional process involving major changes in   

social structure, familiar mental attitudes and 
national institutions including acceleration 
(acceleration of economic growth, reduction of 
inequality and the eradication of absolute poverty). 

According to Simon Kuznets, economic growth 
is a long-term increase in the ability of a country to 
provide more economic goods to its population. 
Based on the open economy concept, where 
economic growth is an aggregate of household 
sector consumption, investment, government sector 
expenditure, and foreign trade in the import-export 
sector (Y = C + I + G + NX). 

North Sumatra is one of the largest provinces in 
Indonesia and has abundant potential resources. 
Below is presented data on the comparison of North 
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Sumatra's economic growth with Indonesia's 
economic growth during the 2011-2017 period. 
 
Table 1: Comparison of North Sumatra's economic 
growth with Indonesia's economic growth 

Years  North Sumatera 
Economic Growth 

(%) 

Indonesian 
Economic 

Growth (%) 

2011 6.63 6.44 

2012 6.45 6.19 

2013 6.07 5.56 

2014 5.23 5.02 

2015 5.10 4.79 

2016 5.18 5.02 

2017 5.12 5.10 

From Table  above, it can be seen that the 
economic growth of North Sumatera has decreased 
from year to year unless it is known that 2016 has 
increased. The economic performance of North 
Sumatera in 2016 when compared to 2015, grew by 
5.18%. the increase was due to the fact that most 
businesses also experienced good growth. However, 
North Sumatera's economic growth is above the 
average economic growth in Indonesia. 

In 2016 North Sumatera's export volume reached 
8.39 million tons with exports reaching US $ 7.77 
billion. The main export commodity of North 
Sumatra is vegetable oil and animal fats which 
reached US $ 2.99 billion (38.48% of the export 
value of US $ 7.77 billion) 

North Sumatera is the fourth province with the 
largest population in Indonesia after West Java, East 
Java and Central Java. According to the results of 
the census carried out in 2010 in May, the 
population of North Sumatera reached 12,982,204 
people with population coverage reaching 188 
people per km². The population growth rate of North 
Sumatra during the period of 2000-2010 reached 
1.12% per year. The labor force participation rate in 
North Sumatera shows fluctuations. 

2 THEORICAL FRAMEWORK 

Economic growth 
Harrod-Domar”s theory in Dornbusch and Fisher 
(2004) this economics theory analyzes the 
relationship between growth level and inflation 
level. The idea is that at a certain level of national 
income is sufficient to absorb all workers, with wage 
level in the next period would no longer sufficient to 
absorb all the existing all workers. The occurs 
because of the additional production capacity in the 
initial period and available in the following period. 
Thus required the additional funds to achieve the 
absorption level of full employment in the next 

periode, by calculating the relationship between 
capital (capital stok = K), with the production result 
(output = Y), or with a capital output ratio (COR). 

Economic growth is one of the most important 
indicators in carrying out an analysis of economic 
development that occurs in a country. Economic 
growth is one process where the production capacity 
of an economy increases over time to produce 
increasingly large levels of income (Todaro: 2006). 

According to Lincolin Arsyad (2010), economic 
growth is an increase in GDP / GNP regardless of 
whether the increase is greater or smaller than the 
population growth rate, or whether changes in 
economic structure occur or not. 

According to Sukirno, (2004), that economic 
growth explains or measures the achievement of the 
development of an economy, whereas in 
macroeconomic analysis the level of economic 
growth achieved by a country is measured by the 
development of real national income achieved by a 
country. 

 
Export 
In macroeconomic theory, the relationship between 
exports with the level of economic growth or 
national income is an identity equation because 
exports are part of the national income level 
(Oiconta, 2006). From the point of the expenditure, 
exports are one of the most important factors in the 
Gross National Product (GNP) so that with a change 
in the value of exports, in income of te community 
directly will also undergo changes. On the other 
hand, higher a country”s exports would cause the 
economy will be very sensitive to the fluctuations in 
the international markets and the world economy 
(Irham and Yogi, 2003).  

Exports are an outflow of goods and services 
from one country to the international market. 
Exports occur because the need for certain goods or 
services is sufficient in the country or because the 
production of goods / services can be competitive 
both in price and quality with similar products in the 
international market. 

According to Todaro (2006), exports are 
international trade activities that provide stimuli to 
foster domestic demand which causes the growth of 
large industries, along with a stable political 
structure and flexible social institutions. In other 
words, exports reflect trade activities among nations 
that can provide a boost in the dynamic growth of 
international trade, so that a developing country is 
likely to achieve economic progress as well as with 
more developed countries. 

 
Government Expenditures 
According to Guritno (2001), government 
expenditure is the value of spending carried out by 
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the government that is used for the benefit of the 
community. Government expenditure reflects 
government policy, where if the government has 
written a policy to buy goods and services, 
government expenditure reflects the costs that must 
be spent by the government to implement the policy. 

Government routine expenditures are 
expenditures for the maintenance or administration 
of daily government. Included in routine expenditure 
are employee expenditure, goods expenditure, 
autonomous regional subsidies, interest and other 
debt repayments. 

Development expenditure is an expenditure 
intended to finance development programs, so that 
the budget is always adjusted to funds mobilized. 
These funds are then allocated to various fields in 
accordance with the priorities planned in Repelita. In 
addition to financing sectoral expenditures through 
development departments or agencies, it also 
finances regional special projects known as the 
Inpres (Presidential Instruction) projects, both 
carried out by the center and each region. 

 
Labor Force 
According to Todaro (2000), population growth and 
labor force growth is traditionally regarded as one of 
the positive factors that accelerate economic growth. 
The grater amount of labor means will increase the 
level of production, while the greater population 
growth means a larger size of its domestic market. 

Lewis in Todaro (2004) the homogeneous and 
unskilled labor force is considered to be able to 
move and shift from the traditional sector to the 
modern sector smoothly and in limited quantities. 
These circumstances, labor supply contains a high 
elasticity. Increased demand for labor (from the 
traditional sector) root in the expansion of modern 
sector activities. Thus one of the factors that 
influence the economic growth is labor. 

 
Conceptual framework 
Based on the above theoretical concepts, the 
conceptual framework of the research can be 
described, namely: 
 
 
 
 
 
 
 
 
 
 
 

Figure 1: Conceptual Framework 
  

Hypothesis 
The hypothesis is a temporary answer to an existing 
problem. This means that the existing hypothetical 
does not mean the final answer, but becomes a 
temporary conclusion that must be tested with data 
that has a relationship, or by looking at the facts that 
occur in the field. 
The hypotheses in this study are: 
a. Exports have a positive effect on North 

Sumatra's economic growth 
b. Government spending has a positive effect on 

North Sumatra's economic growth 
c. The labor force that works has a positive effect 

on the economic growth of North Sumatra 

3 RESEARCH METHOD 

This study focuses on the economic growth of North 

Sumatra Province. Where the independent variables 

are exports, government expenditure, and labor 

force. Whereas GDP at the constant price of 2010 is 

the dependent variable. 

The type of data used in this study is secondary 

data in the form of quantitative time series, namely 

data in the form of numbers and data sources 

obtained through the report of the Central Sumatra 

Provincial Statistics Agency (BPS), Bank Indonesia 

and other supporting data obtained from journals, 

books and previous research. 

The operational limits of this research are carried 

out by observing the effect of exports, government 

spending and the labor force on economic growth in 

North Sumatra. The data analysis method used in 

this study is the Ordinary Least Square (OLS) 

method. Where this method is used to obtain 

estimates from a regression line by minimizing the 

number of squares of errors for each observation of 

the line (Kuncoro, 2007). This method is used in 

analyzing the effect of independent variables on the 

dependent variable with the following equation: 

Y = α + β1X1 +β2X2 + β3X3 + e 

 

Where : 

α = constant 

β1, β2, β3 = coefficient of each variable 

X1 = export 

X2 = government expenditure 

X3 = labor force 

e = error term 
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4 ANALYSIS 

1. Linear regression 

From the results of multiple linear regression 

analysis using the OLS method, an equation model 

can be drawn for the effect of exports, government 

expenditure, and the labor force on economic growth 

in North Sumatra. 

 

 

Table 2 : The Results of Linear Regression Analysis 

  Dependent Variable: PDRB   

  Method: Least Squares   

  Date: 11/24/18   Time: 19:52   

  Sample: 2003 2017   

  Included observations: 15   

Variable Coefficient 

Std. 

Error 

t-

Statistic    Prob.   

C 35597.71 64772.97 0.546258    0.5173 

EKSPOR 242.4329 240.2548 1.009066    0.3246 

AK 0.039310 0.015365 2.558381    0.0266 

PP 21.50248 2.062032 10.91277    0.0000 

  R-squared 

 

0.980399 Mean dependent var 323022.8 

  Adjusted R-squared 

 

0.972768 S.D. dependent var 82517.87 

  S.E. of regression 

 

13617.13  Akaike info criterion 22.09922 

  Sum squared resid 

 

2.04E+09  Schwarz criterion 22.28804 

  Log likelihood 

 -

161.7442  Hannan-Quinn criter. 22.09721 

  F-statistic 

 

167.7021  Durbin-Watson stat 1.741370 

Prob(F-statistic) 

 

0.000000    

 

Based on the data obtained from the results of the 

research and the data that has been processed using 

the Eviews 9 program, the regression results can be 

obtained as follows: 

 

Y = 35597.71 + 242.4329 X1 + 22.50248 X2  +  

0.039310 X3 

 

From the regression equation above, an 

interpretation of the model can be made as follows: 

a. The regression coefficient for the export variable 

is 242.4329, so it can be said that the export variable 

has a positive effect on economic growth in North 

Sumatra. Judging from the probability value of 

0.3246 where the probability value > α = 0.05, it can 

be stated that the export variable does not 

significantly influence economic growth in North 

Sumatra. 

b. Regression coefficients for government 

expenditure variables are 22.50248, it can be said 

that government expenditure variables have a 

positive effect on economic growth in North 

Sumatra. Judging from the probability value of 

0.0000, because the probability value is < α = 0.05, 

it can be stated that the variable government 

expenditure has a significant effect on economic 

growth in North Sumatra. 

c. The regression coefficient for the labor force 

variable (AK) is 0.039310, it can be stated that the 

labor force variable has a positive effect on 
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economic growth in North Sumatra. Judging from 

the probability value for this variable is 0.0266, 

because the probability is < α = 0.05, it can be stated 

that labor force variables significantly influence 

economic growth in North Sumatra. 

 

2. Determination Coefficient (R-Square / R²) 

 

Table 3 : The Results of R-Square 

R -Square Adjusted R-Square 

0.980399 0.972768 

 

Based on the table above, the value of R² is 

0.980399. this indicates that the independent 

variables together were able to give an explanation 

of the dependent variable at 98.03%. The 1.97% is 

explained by other variables outside the model. 

 

3. T-test (Partial Test) 

 

Table 4: The Results of T-Test 

No Explanation t-count Sig. 

1 Export 1.009066 0.3246 

2 Government 
Expenditure  

10.91277 0.0000 

3 Labor Force 2.558381 0.0266 

 

4. F-Statistic Test (Overall Test) 

This test looks at how much influence the variable 

X1 (Export), X2 (Government Expenditures), and 

X3 (Labor Force that works) together on variable Y 

(Economic Growth North Sumatra). 

 

Table 5: The Result of F-Statistic Test 

F-count Sig 

167.7021 0.
0000 

Based on the results of the regression model analysis 

above, it can be seen that F-count > F-table 

(167.7021> 3.20), then Ho is rejected and Ha is 

accepted. This means that together the variables of 

Export, Government Expenditures and Labor Force 

that work significantly influence the Economic 

Growth of North Sumatra at α = 5%. 

5 CONCLUSION 

1. Export has a positive and insignificant effect on 

economic growth in North Sumatra. Where every 

increase of Rp. 1 billion total exports resulted in 

an increase in economic growth of Rp. 242.4329 

billion assuming ceteris paribus. 

2. Government expenditure has a positive and 

significant effect on economic growth in North 

Sumatra. Where every increase of Rp. 1 billion 

total government expenditure resulted in an 

increase in economic growth of Rp. 22.50248 

billion assuming ceteris paribus. 

3. The labor force that works has a positive and 

significant effect on economic growth in North 

Sumatra. Where each increase of 1 laborforce 

that work is resulting in an increase in economic 

growth of Rp. 0.039310 billion assuming ceteris 

paribus. 

 

6 RECOMMENDATION 

Seeing the condition of Indonesia's economic 

growth, especially North Sumatra, so that it will 

improve in the future, the authors provide the 

following suggestions: 

1. In increasing economic growth in North 

Sumatra, macroeconomic indicators such as 

exports, government expenditures and the labor 

force must also improve. 

2. In supporting export growth, government and 

private financial institutions must be able to 

channel loans to the right real sectors, especially 

the agricultural sector, small and medium 

industries, and other sectors that are export-

oriented. 

3. In improving the quality of the labor force, 

government and private institutions must be 

able to provide training and experience to the 

laborforce so that their production results are 

more productive. 
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Abstract: Entering the international market is a challenge especially for Small and Medium Enterprises (SMEs). 
Limited market access, capital, competitiveness, product standardization, managerial capability and 
competitive conditions that have caused the non-conducive business climate to become the main obstacle 
for SMEs to penetrate the global market. To achieve it, a strategy and support from various parties is needed 
to produce SMEs that have competitiveness and independence to be able to exist in the global market. The 
purpose of this study is to analyze the capabilities and conditions of SMEs in Central Java in entering the 
export market. This research method is purposive sampling, which a sample chosen based on certain criteria 
and applied according to the research objectives. The population in this study were all SMEs in Central Java 
with a total sample of 162 (n = 162). The results of this study indicate that SMEs have been able to 
penetrate export by 9.7% while others are still focused on the domestic market. Some problems that include 
labor unpreparedness (lack of skill labor), non-standardized products, market access, promotion and 
marketing systems, capital and supply chains cause low competitiveness of SME products making it 
difficult to penetrate international markets. The implications of this research are the need for synergy and 
collaboration between government, academics (colleges and secondary education), financial institutions, 
private sector, media and industry associations to enhance the role of SMEs through empowerment, 
integrated coaching, mentoring and technical support.  

1 INTRODUCTION 

The expansion of market heading to global market 
becomes a challenge for small and medium 
enterprises (SMEs), especially for those who are 
from developing country. Indonesia as one of the 
developing countries has pretty hard challenges in 
developing and improving the roles of small and 
medium enterprises as one of the economic supports 
which is sticky when shock happens. The 
contribution of SMEs towards Indonesia’s total of 
export is relatively small, which is around 15.8% in 
2016 and it is still below Thailand and Philippines 
which are 29,5% and 20%. This can happen because 
the changes of international trade policy which are 
relatively fast especially the involvement in free 
trade treaty which is either bilateral or multilateral. 
The free trade will create a competitive climate 
business because there are a lot of foreign company 
operations in the country and the product’s price is 

cheap. This condition affects to the huge chance of 
SMEs to export and expand to international market. 
However, this cannot be optimized by Indonesian 
SMEs in which the limited source and infant 
industries condition as one of the reasons. 

The studies about internationalization of SMEs 
have been done (Anonim, 2002); (Jones, 2006); (Lis, 
Nienstedt, Proner, & Yalazi, 2012); (Olejnik & 
Swoboda, 2012); (Veilleux, Haskell, & Pons, 2012); 
(Ng & Kee, 2017); ((Ngoma, Ernest, Nangoli, & 
Christopher, 2017); and (Torkkeli, Nummela, & 
Saarenketo, 2018). There are 2 factors detain the 
internationalization SMEs which are iternal and 
external factor. Internal, human resources berries, 
either the owner or the manager towards the access 
mode to export and domestic oriented market is 
more dominat (El-Gohary et al., 2013); the  limit of 
experieces and knowledge of the manager about the 
export activities (Athanassiou & Nigh, 2000) and 
(Ruzzier et al., 2007) the limit access and knowledge 
about export target (Liesch & Knight, 1999). 
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External, lack of government support and assistance 
especially in providing policy framework in 
accordance with the export practices or guidances 
(Leonidou, 2004); the demands of global consumers 
in improving the added value faced the lead time 
which is relatively short in verifying product as the 
form of building competitiveness (Kotabe & 
Murray, 2004); information of international market 
is inefficient, the lack of capital access (company 
source and expert source), difficult to fulfill the 
import needs, the decadency of economy in the 
home country, currency fluctuation, the obstacles of 
sociocultural and marketing (Al-Hyari et al., 2012); 
different of language, background of social 
condition, politic condition in the country which are 
unstable, complexity procedure of export, inaction 
of export service and corruption in the home country 
(Rahman et al, 2017). 

Besides, the success of SMEs entering export 
marketis decided by some important factors which 
are the ability in utlizing network access and market 
(through group/cluster) and inovation fit with the 
changes of company/market (Villar & Pla-Barber, 
2018); strong commitment from companies to do an 
export, innovation and joint business/partnership 
(Maurel, 2009); product and service quality, market 
diversification and company orientation to 
international markets (Larimo, 2006). In overcoming 
obstacles related to internationalization of SMEs, a 
modern approach is needed, which is external 
barriers that include procedural barriers (style of 
communication with consumers, access to finance, 
experience and knowledge, and many more), 
governmental barriers (support, empowerment and 
technical assistance), task barries (conditions of 
economy, taste, habits, and climate conditions), and 
external environmental barriers (exogenous 
variables) (Narayanan, 2015). In addition, 
entrepreneurial spirit, experience and knowledge, 
business innovation, differentiation and orientation 
to export and competitors become one of the success 
entering the global market (Hsieh, et al., 2018), 
strong institutional support and infrastructure are 
also the factor for SMEs to penetrate the 
international market (Deng & Zhang, 2018) and 
(Synovics, Kurt, & Syncovics, 2018) e-commerce 
platform as one of the driving forces in accessing 
new markets (exports), global value-chains, creating 
value added, services and new business models, and 
market expansion towards global competition 
(Savrul, Incekara, & Sener, 2014). 

Central Java as one of the Provinces in Indonesia 
has a unique characteristic of SMEs, in which 
industries created follow the topography in this 
region. The SMEs in this area reached 4.1 million in 
2016 and was able to create jobs up to 90% of the 
available labor force. However, if seen from the 

export performance, the export contribution of 
Central Java SMEs to total regional exports is still 
below the contribution of national SMEs. The 
support of the regional government in terms of 
policy is large, this can be seen from the Central 
Java Regional Medium-Term Development Plan 
where the SMEs are one of the strategic issues and 
policy agendas at national and global levels. 
Besides, the regional government through the Office 
of Cooperatives of Small and Medium Enterprises 
develops the concept of One Village One Product 
(OVOP) for SMEs as a form of product innovation 
and the creation of superior products (regional 
superior products). However, this support is only at 
the policy level, while it is still very small at the 
implementation and technical level. The total of 
SMEs under the guidance of the regional 
government is 115,751 units or 2.8% of the total 
SMEs in Central Java. This has an impact on the less 
competitive SMEs, especially on classic issues, 
access to marketing and investment, development of 
human resources, access to capital and other 
technical supports. 

The objective of this study is to analyze how the 
readiness of Central Java SMEs to enter the global 
market, especially exports. Referring to these 
researches (Synovics, Kurt, & Sinkovics, 2018); 
(Savrul, Incekara, & Sener, 2014); (Deng & Zhang, 
2018); (Narayanan, 2015) and (Rahman, Uddin, & 
Lodorfos, 2017) these studies tried to develop 
several independent variables to develop the model. 
This research used quantitative and qualitative 
analysis. This paper consists of several parts, the 
next section discusses the literature review, which is 
about patterns of entering international markets 
conducted by SMEs and various policies related to 
the development model of SMEs. The third part 
contains research methods that were used as 
analytical tools both quantitatively and qualitatively, 
data and how to obtain them. The next section 
discusses empirical results and discussion, and the 
last section contains conclusions, implications of the 
results of this study and the limitation of study based 
on the researchers’ side. 

2 LITERATURE REVIEW  

Internationalization is a process at the company level 
that crosses borders between countries with various 
approaches, which can be done through exports, 
licenses, franchising, joint ventures, and direct 
investment (Zekiri & Angelova, 2011) and (El-
Gohary et al. , 2013). Meanwhile, in line with the 
SMEs approach as a business actor who runs a 
business that is natural, internationalization (export) 
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is a process of developing networks related to 
business with other countries through penetration 
and integration (Johanson & Vahlne, 1990) and 
(Ngoma et al., 2017) In the process of 
internationalizing SMEs, there are 3 patterns of 
internationalization, which are gradual 
internationalization, the international organization 
called born globals and international ventures or 
born again global firms (Olejnik & Swoboda, 2012). 
 
2.1 Internationalization of Uppsala Model 
The Uppsala model emerges as a form of criticism 
of behavioral theories d by (Cyert & March, 1963) 
and (Vernon, 1966). This theory was put forward by 
Johanson & Vahlne (1977) that the process of 
internationalization of the company was conducted 
step by step to increase its role internationally 
through additional approaches and made it possible 
to benefit from the effects of learning. This is due to 
human resources and lack of knowledge and 
understanding of the market when they decide to go 
international (Dominguez & Mayrhofer, 2017). Lack 
of knowledge about international markets is 
influenced by many factors, including physical 
distance between countries, differences in language, 
education systems, managerial practice, socio-
cultural and industrial development. The distance 
factor is one of the dominant things, where this 
factor is able to disrupt the transmission of 
information between the company and the market. 
Although market information can be accessed online 
(Savrul, Incekara, & Sener, 2014), more 
comprehensive information is less able to be 
captured. The distance factor will affect 
managers/companies subjectively to the psychic so 
that the lack of knowledge about the market will 
have an impact on the barriers to the expansion of 
the export market. Companies will tend to carry out 
international expansion through exports with 
markets aimed at nearby countries/neighbors by 
limiting resource commitments, because physical 
distance has a negative impact on exports 
(Ekanayake et al., 2010). Distance is not an obstacle 
for companies when they have broader experience in 
the internationalization process and have high 
resource commitments to invest in international 
markets. 

The stages of internationalization in the Uppsala 
model consist of four stages (Hollensen, 2017), (i) 
no export activities on a regular basis (sporadic 
export); (ii) export activities through agency/export 
(export mode); (iii) establishment of a foreign sales 
subsidiary; and (iv) foreign 
production/manufacturing units. Internationalization 
activities require market commitment, which are 
committed resources and the degree of commitment. 
Besides, the internationalization process requires 

general knowledge and market-specific knowledge, 
in which specific knowledge is gained from 
experience in the market while operating knowledge 
is obtained through transferred knowledge from 
other countries. So that market knowledge and 
market commitment are dimensions of human 
resources. This condition implies that the broader 
knowledge about the market, the more valuable 
resources and market commitments (Hollensen, 
2017). 
 
2.2 Modern Concept of Internationalization 
The development of technology and communication 
brings success in business practices and creates new 
opportunities in international business. This disputes 
the previous theory, in which Uppsala models focus 
more on internal conditions and ignore external 
factors such as market potential, demand conditions 
and competitive forces. In addition, some 
economists criticize the internationalization of the 
Uppsala model, where the model is unable to explain 
how the initial process of internationalization 
activities took place, how the internationalization 
process took place, when the process took place and 
began, the inequality and consistent speed of 
internationalization (Oviatt & McDougall, 1994) and 
(Buckley & Casson, 1998), how to enter the 
international market with a relatively small level of 
risk and able to control the market (Doole & Lowe, 
2008), the existence of geographical diversification 
and changes in the global environment (Dominguez 
& Mayrhofer, 2017). 

The emergence of global companies does not 
always go through the stages as explained by 
previous theory (domestic, sporadic export, export 
mode, subsidiary etc) where they were born as 
global companies (born global). Born global is a 
firm that has a vision of becoming a global company 
since they were established without going through a 
domestic period, exports and long-term 
internationalization (Gabrielsson & Kirpalani, 
2004). Born global is characterized as SMEs with a 
workforce of less than 500 people and large depend 
on the latest technology in supporting the innovation 
process (Hollensen, 2017).  

This company tends to be initiated and managed 
by young entrepreneurs who have the dedication and 
visionary souls who see the world as a single market 
without restrictions. Another variation of this kind is 
Born-again global, this company was originally a 
domestic company and then transformed into a 
relatively fast international company, where the 
transformation process was caused by changes in 
ownership, management changes, takeovers by other 
companies and other critical events (Bell, 
McNaughton, & Young, 2001). With this way, it is 
possible for the company to gain access to financial 
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resources, managerial capabilities and a wider 
international market. Born-regional global is a 
company with international activities since the 
company stood and owned international shares, but 
international activities are only carried out in the 
home region (Lopez, Kundu, & Ciravegna, 2009). 
The development of the internet and darling media 
are factors that influence the emergence of this 
theory. Today, many SMEs and small companies are 
born with e-commerce platforms with an internet 
start-up base and sell to global communities. They 
put forward e-commerce platforms as a media 
campaign in the global market and still maintain the 
conventional model in its operationalization 
(production processes, physical distribution 
channels, control of stock handling, sales and other 
physical activities) (Hollensen, 2017). Another study 
stated that born global companies initially chose 
psychological proxies to reduce business risk, but in 
its development, the company is able to use business 
networks, expertise and entrepreneurial skills to 
expand quickly to markets that are psychologically 
distant (Trudgen & Freeman, 2014). 
 
2.3 SMEs Views 
The ability of SMEs to penetrate to the international 
markets depends on internal and external conditions 
of the company. The capability of the resources 
owned is the main factor for the success of SMEs in 
going international. The limitations of market 
knowledge possessed by the owner, manager and 
sales will influence company in penetrating export 
markets. Internal factors such as owner and manager 
expertise, support from the government and 
company commitment, high resource ownership, 
business size, type of product produced, the 
company's orientation to the international market, 
export handling costs, the level of competition in the 
domestic market, and product life cycle in the local 
market have a significant influence on the company 
in determining the mode of entry of export markets 
(El-Gohary et al., 2013). The age of the company, 
business scope, scale of production, experience in 
internationalization, number of subsidiaries, 
orientation to international markets, capabilities in 
communicating with markets, and marketing mix 
become variables that influence the pattern of entry 
into international markets (Olejnik & Swoboda, 
2012). 

In order for SMEs to be able to internationalize, 
the support from various parties is needed, which 
come from government and agencies including 
financial service companies (export credit agencies), 
agents or liaisons between local and international 
businesses, local governments that handle the 
development of SMEs, chambers of commerce at the 
regional level, business associations, private 

companies affiliated with export activities, 
consultants, and academics (Sear & Hamilton, 2004) 
networking patterns between SMEs, focus on 
government support and interactive communication 
patterns with markets through online media or 
through other digital new media (Wright, ul-Haq, & 
Oktemgil, 2005). In addition, knowledge, 
understanding and experience in export activities are 
needed, a strong commitment to export, a business 
network and a reliable entrepreneurial spirit 
(Synovics, Kurt, & Sinkovics, 2018). 
 
2.4 SMEs Policy in Indonesia 
Indonesia as a developing country has crucial 
problems in developing SMEs. As in other 
developing countries, the problems of SMEs are 
more on external factors, from capital, market access 
and marketing, to product standardization. SMEs in 
Indonesia, including Central Java, are as production 
bases, which are able to absorb more than 90% of 
the total workforce. However, in terms of 
contribution to GDP and exports, SMEs can only 
contribute to the formation of GDP of less than 60% 
and the rest are large scale companies. Meanwhile in 
terms of export performance, SMEs can only 
contribute around 15% of total national exports. It 
also happens in Central Java. When viewed from the 
form of government support, the government 
continues to encourage SMEs to grow and develop 
in order to have competitiveness in the local and 
global markets. Implementation of this support is the 
inclusion of SMEs in the national framework 
through the 2015-2019 National Long Term 
Development Plan as strategic direction and policy. 
The efforts and strategies undertaken include (i) 
coordinating the location of land redistribution and 
the legalization of assets with community 
empowerment programs; (ii) development of 
agricultural technology and processing of 
agricultural products; (iii) the establishment and 
strengthening of microfinance institutions and (iv) 
building connections between farmer businesses, 
and SMEs with the industrial world (RPJMN 2015-
2019, 2018). 

At the regional level, Central Java, the 
government support for the SMEs is also 
implemented in the form of a strategic 2018-2023 
Long Term Development Plan. The problem of 
SMEs in Central Java is the lack of optimal 
existence of SMEs as a base and stimulator of the 
regional economy, related to institutions, human 
resources, markets access and capital as well as 
product quality. Meanwhile the policy direction 
occupied by the regional government is to support 
the growth of SMEs through (i) improving quality of 
work (education level and managerial quality), (ii) 
providing business facilities for SMEs, (iii) 
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facilitating access to capital from banks, (iv) 
increasing market access through digital economy 
development, (v) improvement of production, 
distribution, promotion and marketing network 
infrastructure, (vi) development of technological 
innovations, (vii) development of techno-park, and 
(viii) facilitation of product standardization and 
certification of SMEs (RPJMD 201-2023, 2018). 
However, the lack of adequate government support 
in terms of developing the SMEs has become a 
problem for the government in order to encourage 
SMEs to increase their role and contribute to the 
support of the regional and national economy. 

3 RESEARCH METHOD 

The objective of this study is to analyze how the 
readiness of MSMEs in Central Java in penetrating 
the export market. The studies related to 
patterns/modes carried out by SMEs in the 
international world are (Wright, ul-Haq, & 
Oktemgil, 2005), (Maurel, 2009), (Olejnik & 
Swoboda, 2012), (Dominguez & Mayrhofer, 2017) 
and (Hsieh, et al., 2018). The author developed 
several variables based on the context that had been 
studied in several previous studies. The population 
in this study are SMEs in Central Java Province 
under the guidance of local governments or who are 
members of Forum for Economic Development and 
Employment Promotion (FEDEP) and Local 
Economic Development (PEL). The data collection 
was conducted through focus group discussions 
(FGDs) deep interview, in which UKM members 
were invited to be accompanied by the Central Java 
provincial government. The sample was selected 
according to the SME criteria of 160 units and the 
interview process was conducted in depth to obtain 
accurate data and information. The process of 
collecting data through FGDs and in-depth 
interviews was conducted within the period 
September-November 2018. 

This study is mix cross-sectional qualitative and 
quantitative because it makes the study to be 
conducted in limited time and costs but still provides 
optimal results (Neuman, 2011) and (Ngoma et al., 
2017). The selected SMEs are cross-sectional 
industries, in which the SMEs are heterogeneous in 
terms of the products produced but still maintain 
certain criteria related to the objectives of the study. 
The product characteristics SMEs are grouped in the 
agricultural and plantation sectors, manufacturing 
and services, the manufacturing sector including 
creative and craft industries. The deep interview 

process refers to the prepared questionnaire in which 
questions were concentrated on how the company 
(SMEs) is ready to export (understanding and 
experience of the owner/manager of export markets, 
financial and capital conditions, promotion and 
sales, standardization of products and processes, 
institutions, access to financial resources and 
conditions of resources owned). 

4 RESULT AND FINDING 

The focus of this study is to capture the readiness of 
SMEs in Central Java from the company's internal 
side. Based on the data obtained through the FGD 
and in-depth interviews, it obtained explanatory 
variables that explained the readiness of SMEs to go 
international. The researchers conducted in-depth 
interviews and distributing questionnaires to 160 
companies, but only 64 respondents or 40% of them 
who fulfilled the requirements according to the 
criteriathat had been decided. 

We also cross-checked with the government, the 
institutions related to various programs in order to 
increase the role of SMEs in economic activities. 
Experience and knowledge of business and 
international is one of the drivers of companies to 
enter the international market. Based on the results 
of analysis and interviews, the average businessmen 
in Central Java (UKM) has less than five years of 
experience. From 64 respondents, 70.3% of them 
said that their business experience was less than five 
years. This is in line with (Athanassiou & Nigh, 
2000) and (Ruzzier et al., 2007) studies that stated 
that experience in business/internationalization has 
an impact on international mode. This condition is 
one of the causes of the small number of Central 
Java SMEs that do an export activities. SMEs in 
Central Java that have been able to export 
themselves and export directly are only 9.7% or 6 
entrepreneurs. If it is viewed from potential 
resources, Central Java are one of the icons of 
national superior products, which are Batik, 
Furniture, and Textiles and Textile Products. If it is 
viewed from the quality of the product, 17.8% of 
them said that their products sold abroad and 17% of 
them stated that their products were supplied to 
collectors trading companies who redesigned and 
packed products, and exported by the trading 
companies. Thus, this can be underlined that the 
problem of the SMEs is still lack of capacity in 
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export, influenced by access to international 
markets. 

The commitment and orientation to customers 
and the international market is an important factor in 
penetrating international markets. The dynamic taste 
of global consumers and enormous market 
competition requires producers (SMEs) to be able to 
produce products that have unit characteristics and 
value added for consumers. Even though some 
Central Java SMES products have penetrated the 
export market, but most or 81.25% of the products 
produced by Central Java SMEs have not been 
standardized nationally, even internationally. This is 
also caused by the production process which has not 
all clearly used standard standard operating 
procedures, in which more than 50% of SMEs stated 
that their production processes do not have the right 
procedures. Apart from quality, global consumers 
also demand intime delivery, they do not tolerate 
delays in the delivery of goods caused by human 
factors.  

The delay in delivery as a result of late 
production and or availability of raw materials is one 
factor in customer dissatisfaction. For the SMEs in 
Central Java, the delay in the supply of raw 
materials caused by natural factors, transportation 
and many more are still common. 48.4% of 
respondents stated that they often faced problems in 
delay in the supply of raw materials due to weather 
factors, the import process (custom) was not finished 
because some raw materials were imported and so 
on. Product and production problems for Central 
Java SMEs require special treatment and support 
from all parties, not only B to B but also the role of 
the government in order to facilitate the flow of 
goods. This finding supports the opinion of Larimo 
(2006) who stated that how important the product 
and service quality for consumers as one of the 
international market entry modes. The researchers 
argued that in the process of product distribution 
(both raw material, intermediate and final goods) an 
integrated supply chain logistic is needed starting 
from raw material sources to end customers 
involving all transportation associations in Central 
Java, traders, SMEs, large industries and the 
government. The government has a very big role 
related to the policy of goods distribution, 
transportation, warehousing and business 
infrastructure and licensing. 

Market and marketing are one of the obstacles 
for SMEs, especially in developing countries, 
including in Indonesia. In business, marketing is the 

spearhead for the survival of the company. 
Knowledge and understanding of the market is an 
important factor for the success of the marketing 
process. Promotional media, owners/workers who 
understand the market and promotion are the most 
important factors in the marketing process. But for 
SMEs, these three factors are basic and traditional 
obstacles in accessing markets. Understanding of 
market demand can be known through a research 
process and market survey by someone who is 
competent.  

Based on the survey results, 72% of respondents 
stated that they did not have workers who were 
experts in marketing both locally and internationally. 
This implies that, SMEs in Central Java do not have 
managerial skills in terms of marketing, so 
understanding and knowledge of the market is 
crucial to solve. These results are in line with the 
studies of Dominguez & Mayrhofer (2017) and 
Synovics, Kurt, & Synovics (2018) in relation to 
understanding and knowledge for SMEs in the 
process of internationalization. Media promotion is 
the main thing related to the creation of brands and 
imagery in the community. Media promotion 
through e-commerce platforms is a current trend in 
introducing products. Media promotion through 
social media has become a trend in the last five 
years, this is reflected in the many uses of social 
media by SMEs in Central Java during the 
promotion process. Based on the results of the 
interview, 51.7% of them use social media as a tool 
of promotion. However, this does not converge with 
the use of computer/website, in which 10.9% of 
them use websites as a tool of promotion. If seen 
from its scope, especially for accessing international 
markets, the website is far wider compared to social 
media. On the other hand social media is more user 
friendly and mobile when compared to using 
personal computer/laptop connected to the internet 
to do promotions. In addition, e-commerce platforms 
also offer promotional costs that are much smaller 
when compared to other media. Apart from the use 
of internet/social media as an e-commerce platform, 
conventional promotion is still very much needed.  

This is very closely related to convincing 
prospective buyers, cultural and social differences 
are the differentiating factors, some customers from 
certain countries have to meet and negotiate with 
sellers. This requires the company to spend more in 
the framework of promotion, even many large 
companies allocate costs for promotion to reach 20% 
of sales. SMEs in Central Java are less concerned 
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about promotion, as many as 50% of companies 
allocate special costs for promotions, and even then 
it is only 2.5% of total sales and there is only one 
entrepreneur allocating promotional costs up to 20% 
of total turnover (IDR 1,000,000,000) Based on this, 
it is necessary to transfer the knowledge of the 
importance of marketing as a means to know and 
understand the market and as a means to maintain 
the survival of the company. 

The legality/corporate legal entity are one of the 
tools to access funding sources and various forms of 
technical assistance from both the government and 
the private sector/association. Legality is also a form 
of recognition and image formation in the eyes of 
consumers. Based on the results of the FGD with 
SMEs and the Regional Planning and Development 
Agency of Central Java Province, companies that do 
not yet have legality (PT, VD and UD) are 62.7%. 
Meanwhile, others that have legality are mostly in 
the form of CV. This influences on the lack of 
access from financial resources and various business 
facilities/ease of business from the government. 
Meanwhile, in terms of companies that have access 
to financial resources, 57.8% do not have access to 
financial institutions. This means that in terms of 
meeting working capital needs, they do not use the 
facilities provided by financial institutions through 
credit schemes. In discussions with entrepreneurs 
(SMEs), capital becomes one of the main problems 
for them. Less information about the facilities of 
financial institutions and psychological factors are 
obstacles for SMEs in accessing financial resources. 

The supports from the government through 
empowerment, coaching, mentoring and technical 
assistance are important factors in developing SMEs 
as infant industries. When viewed from various 
government policies and programs through national 
and regional development strategy plans, 
government policies are very supportive to create a 
business climate and increase competitiveness for 
SMEs. Based on the results of discussions with 
entrepreneurs (SMEs), it showed that 48 SMEs or 
72% of the have never received any form of 
assistance either from the local government or from 
the central government. This condition was clearly 
very unfavorable for the growth and development of 
SMEs, especially for areas that have 
geographical/physical difficulties in access. The help 
from government tends to be more stable and large 
in size and in business groups/clusters. This has led 
to an unfavorable assessment of the government 
regarding this matter. 43.75% of them gave a very 

poor assessment of the government's role in 
supporting SMEs to continue to grow and develop as 
one of the pillars of the national economy role 
model. These results support the findings of Sear & 
Hamilton (2004); Leonidou (2004) and Wright et al. 
(2005) who emphasized the importance of the role 
of government in encouraging and supporting SMEs 
to be able to go-international through empowerment, 
assistance, guidance and development. 

5 CONCLUSIONS 

The development of SMEs in developing countries, 
especially Central Java is faced with various internal 
factors and traditional traits. The step towards 
internationalization is very difficult with these 
obstacles. Human resources, weak expertise, 
knowledge and skills of the owner / manager of the 
most dominant market. The readiness of the 
company towards internationalization is constrained 
by various obstacles, managerial and English skills 
which are still low, do not have workers in the field 
of export-import, low international knowledge and 
experience are obstacles to the process of 
internationalization. Market and trade barriers are a 
significant part of SMEs, on average they do not 
allocate sufficient costs for promotion. They use 
social media as a promotional media without links 
between socio-cultural and social variables between 
countries. 

SMEs in Central Java tend to be production-
based, so they focus more on producing goods and 
paying less attention to the value of goods to 
consumers and how they are acceptable to 
consumers. The lack of innovation in production and 
service causes the brand of goods to be less 
acceptable to the market, as a result there is idle 
capacity and uncompetitive prices. Product 
standards are still low, so they seem to pay little 
attention to the safety and comfort aspects of their 
products. This causes goods to be less attractive to 
the market, especially global markets that are very 
dynamic and competitive. Logistics problems as one 
of the causes of delays in the production and 
delivery of goods have an impact on service images 
that are not in-time delivery. 

Government support is relatively low, especially 
technical, marketing and licensing support. SMEs 
have limitations, especially access to international 
markets. This is the duty of the government to 
promote SMEs to foreign markets through ITPCs 
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abroad. The government must encourage SMEs 
continuously through empowering, fostering and 
mentoring all existing SMEs in an area through 
providing technical training and increasing expertise 
/ capabilities to members of SMEs, expanding local 
and international markets, facilitating trade shows 
both nationally and internationally, expanding 
business centers, development of e-commerce 
platforms through start-up as one of the promotion 
media, providing assistance and support in an 
integrated, measurable and synchronized 
government work program with SMEs. 

Collaboration and synergy between SMEs, 
government, large-scale companies, business 
associations, traders, logistics companies, provider 
companies, media and academics (both university 
and secondary level) are needed as transmission and 
integrated business supply chain. Integration is not 
only at the policy level but must be implemented. 
Academics as a center of excellent and agents of 
change must be able to produce output that has the 
spirit of entrepreneurship, a center of innovation and 
prepare output that controls the market and has a 
vision of the market. Large-scale companies, traders, 
providers, business associations and the government 
must be able to create a business climate and logistic 
system by increasing the role of SMEs in order to 
have stronger competitiveness and be able to create 
larger and more stable economic activities. 
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Abstract:  The stability of inflation is a requirement for economic growth and benefit the improvement of community 
welfare. This research aims to analyze the effect of government spending, the money supply, exchange rates 
and economic growth against inflation in North Sumatra. The analysis uses equations by the method of Error 
Correction Model (ECM). This study analyzed the relationship between the dependent and independent 
variables in both the short term and long term. Estimation results show that in the long term and the short 
term, the variable amount of the money supply and economic growth was a negative and significant effect 
against inflation in North Sumatra. While the variables do not affect government spending significantly to 
inflation in North Sumatra. ECM model is considered valid because the value of the Error Correction Term 
(ECT) is significant and in the long term and the short term only the variable exchange rate that has a 
significant influence against inflation in North Sumatra. These results show that the exchange rate played an 
important role in controlling the level of inflation in North Sumatra.  

 
 

1 INTRODUCTION 

A variety of macroeconomic indicators, inflation is 
one of the important indicators for the economy of a 
country. Inflation gives considerable influence 
towards the achievement of some goals of 
macroeconomic policy, such as economic growth, 
employment, income distribution and the balance of 
payments (Aulia Pohan, 2008). 

North Sumatra also have experienced high 
inflation that is at the moment the Government of 
the old order and the last in 1998. Inflation occurs 
when the old order caused by uncontrolled money 
printing. In 1997-1998 have made the economy of 
the North Sumatra is at an unstable state. Its impact 
is the increase in the inflation amounted to 83.56 
percent higher than the national figure of 77.63 
percent. The condition of the rising inflation due to 
rising prices of imported commodities and rising 
foreign debt due to the weakening of the exchange 
rate of the rupiah against the U.S. dollar and other 
foreign currencies. 

For it required an effort in keeping inflation at a 
low and stable level. Based on Act No. 23 of the 
year 1999, Bank Indonesia focuses its policy on 
achieving the stability of rupiah value by placing 
inflation as a cornerstone in monetary policy. Since 
July 2005 the Bank Indonesia has implemented 

monetary policy framework and consistent with the 
Inflation Targeting Framework (ITF), which 
includes four fundamental elements, namely the use 
of the interest rate target as operational Bank 
Indonesia (BI), the process of the formulation of 
monetary policy, the communication strategy of the 
anticipatory more transparent and strengthening 
coordination with government policy. These steps 
are intended to enhance the effectiveness of 
monetary policy and governance in achieving the 
target of the end of price stability to support 
sustained economic growth and social welfare 
(Endri, 2008). 

Based on the data of inflation in North Sumatra 
during the 1997-2017 inflation rate trend shows up 
and down from year to year. The highest inflation in 
1998 reached 83.56 percent and the lowest the year 
1999 reached 1.37 percent. Inflation in 2000 
increased by 5.73 percent compared to the previous 
period. This increase is due to rising freight rates on 
1 September 2000, the increase in fuel oil as of 
October 2000. With the increase in fuel oil in 2002, 
2005, 2008, and the year 2013 be a contributor to 
inflation are quite high in that year (Bank Indonesia, 
2014). 

Inflation in 2015 also belongs to a low of 3.14 
percent. As one of the factors suppressing inflation 
rate years 2015, this is the weakening of purchasing 
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power due to the decline in jobs, as the 
unemployment rate in February 2015 rise 428,794 
people when compared with February 2014, 
bringing the total reached 7.45 million people. 
Inflation in 2016 exceeded the targets set by Bank 
Indonesia at the beginning of the year that is 6.34 
percent and also speeding the Government's inflation 
target of 5.3 percent. While the year 2017 the 
inflation rate decreased by 3.20 percent. 

 

 

Figure 1: The Trend of inflation in North Sumatra 
Years 1997-2017 

Based on the classical view that the main factors 
affecting inflation is the money supply and credit. 
View of keynes then add some variables such as 
interest rates, government spending and investment 
(Ackley,1983:543).  
 
Table 1: The Development of the inflation (INF), 
government spending (GS), the money supply (MS), 
exchange rate (EXC) and economic growth (GDP) 
in North Sumatra.  

Years 
INF 
 (%) 

GS 
(billion 
rupiah) 

MS 
(billion 
rupiah) 

EX
C 

(Rp/ 
U$) 

GDP 
(%) 

1997 13.10 771 
355.643 

4.65
0 5.70 

1998 83.56 342 
577.381 

8.02
5 

-10.90 

1999 1.37 449 
646.205 

7.10
0 

2.59 

2000 5.73 416 
747.027 

9.59
5 

4.83 

2001 14.79 916 
844.054 

10.4
00 

3.72 

2002 9.59 1.021 
883.903 

8.94
0 

4.07 

2003 4.23 1.352 
955.692 

8.46
5 

4.48 

2004 6.80 1.501 1.033.87
7 

9.29
0 

5.74 

2005 22.41 1.830 1.202.76
2 

9.83
0 

5.48 

2006 6.11 2.184 1.382.49
3 

9.02
0 

6.20 

2007 6.60 2.560 1.649.66
2 

9.41
9 

6.90 

2008 10.72 2.967 1.895.83
9 

10.9
50 

6.39 

2009 2.61 3.444 2.141.38
4 

9.40
0 

5.07 

2010 8.00 3.666 2.471.20
6 

8.99
1 

6.42 

2011 3.67 4.611 2.877.22
0 

9.06
8 

6.66 

2012 3.68 7.633 3.307.50
8 

9.67
0 

6.45 

2013 10.18 7.260 3.730.40
9 

12.1
89 

6.07 

2014 8.17 7.808 4.173.32
7 

12.4
40 

5.23 

2015 3.24 7.959 4.548.80
0 

13.7
95 

5.20 

2016 6.34 9.476 5.003.30
0 

13.3
07 

5.18 

2017 3.20 13.034 5.126.20
0 

13.5
48 

5.12 

Source: Central Bureau of Statistics (BPS), Bank 
Indonesia  

Based on the data in table 1 that in 2005 the 
inflation rate up from 6.80 percent to 22.41 percent, 
the inflation rate is rising. Bank Indonesia attempted 
to embody a high economic growth target but still 
maintaining a relatively low inflation rate and stable, 
but in the same year, the economic growth 
experienced a decline from 5.74 percent to 5.48 
percent. It is known that in the year 2009 the money 
supply increased from 1,895,839 billion rupiahs into 
2,141,384 billion rupiahs. Table 1 known also in the 
same year the rupiah depreciates from Rp 10.950/US 
dollar to Rp 9400/US dollar, which with increasing 
money supply in the community and the occurrence 
of the depreciation of the rupiah should have an 
impact on high inflation. But inflation in 2009 
experienced a drastic decline from 10.72 percent to 
2.61 percent. While government spending has 
increased from 2,967 billion rupiahs be 3,444 billion 
rupiahs. This data does not match the theory. The 
phenomenon certainly became one of appeal to 
conduct research related to inflation. In addition, the 
discovery of the difference results from earlier 
studies where results are in accordance with the 
theory and results that contradict the theory. This 
fact certainly is questions about how big the 
influence of government spending, the money 
supply, exchange rates and economic growth in 
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increasing the inflation rate and push in North 
Sumatra. 

Because inflation is a long-term phenomenon. So 
it's interesting to do further research about inflation 
in North Sumatra. In General, this research examines 
the relationship between the independent variable 
and the dependent variable in the short and long 
term. The purpose of this research is to analyze the 
effect of government spending (GS), the money 
supply (MS), the exchange rate (EXC) and 
economic growth (GDP) against inflation (INF) in 
North Sumatra. 

2 THEORETICAL FRAMEWORK 

Inflation is a process of rising prices of General 
goods continuously (Nopirin, 2009:25). In the short 
term, fiscal policy affects aggregate demand side, 
while in the long run fiscal policy will affect the 
supply side. Fiscal policy-oriented to improve the 
supply side can overcome the problem of limited 
production capacity and therefore its impact is a 
more long term in nature. The impact of fiscal policy 
on the economy through the approach of aggregate 
demand is explained through the Keynesian 
approach. The keynesian approach assumes the 
existence of price rigidity and excess capacity so 
that the output is determined by aggregate demand. 
Keynes stated that the recession, the economy-based 
market mechanisms will not be able to recover 
without intervention from the Government. (Nanga, 
2005). According to research conducted by Berto 
Muharman (2013), the influence of fiscal 
instruments against inflation found that State 
spending and taxes the positive effect in the short 
term while the negative effect in the long term. 

The growth of the money supply happened 
reasonably will provide a positive influence on the 
economy in the short term, Indonesia is another case 
with significant growth will trigger inflation which 
would of course give negative influences. The 
quantity theory of money is the oldest theories 
concerning inflation, the theory highlights the role of 
the addition of the money supply and expectations 
about the price increase. It means that inflation can 
only happen if there are additions to the money 
supply. With the increase of the money supply 
continuously, the community would feel rich so it 
will raise consumption and this will raise prices. In 
addition, the inflation rate is determined by society's 
expectations about rising prices in the future. 
Theoretically, there is a positive relationship 
between the money supply and the inflation rate. 

Increasing the money supply will increase inflation 
rate. Research conducted by Ferdiansyah (2011) 
shows the results that the money supply a positive 
effect against inflation and Maggi and Saraswati 
(2013) shows that the amount of money in 
circulation a significant and positive effect in the 
long term. However, research conducted by the 
Issuance, et.al. (2014), Sipayung and Budhi (2013), 
Symbolic (2010) shows the results that the money 
supply is negative and not significant effect against 
the inflation rate in Indonesia. 

The occurrence of inflation triggered by the 
weakening of the exchange rate of the rupiah against 
the U.S. dollar since August 14, 1997, the rupiah's 
exchange rate system is practiced in Indonesia is a 
free-floating exchange rate system which means that 
the exchange rate of the rupiah will be formed and 
submitted fully to market mechanisms or based on 
the laws of supply and demand of the market. The 
weakening of the exchange rate of rupiah against 
foreign currencies results in increasing the value of 
exports. The price of domestic goods cheaper 
overseas parties draws to increase the amount of 
demand for the goods so that the price will go up 
slowly and causes inflation (Sipayung, 2013). 

According to the Keynesian Theory explaining 
the relationship between inflation and economic 
growth which in the short term (short-run) aggregate 
offer curve is positive. The next long-term 
relationships (long-run relationships) between 
inflation and economic growth in which inflation 
rises but economic growth down. These 
circumstances justify empirically prove of some 
related research between inflation and economic 
growth that high inflation causes economic growth 
down (Mankiw, 2003). 

3 RESEARCH METHOD 

This study uses secondary data in the form of time 
series during the years 1997-2017. The calculation 
of the inflation rate in this study uses the concept of 
inflation CPI gained from the Central Bureau of 
Statistics (BPS). Government spending (GS) in units 
of billions of rupiah, the money supply used is 
money in the broad sense in units of billions of 
rupiah were sourced from publications of Bank 
Indonesia. As for the data exchange rate of rupiah 
against the U.S. dollar using the Middle rate set by 
Bank Indonesia in units of thousands of rupiah. 
Economic growth data and in units of a percent is 
obtained from the Central Bureau of Statistics 
(BPS). 
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 The estimation model used in this study is the 
analysis of the dynamic model with the regression 
that is by using the model of error correction (Error 
Correction Model/ECM) Domowitz and Elbadawi. 
In the context of Economics, the dynamic model 
specification is very important because it deals with 
the establishment of the model of an economic 
system that is associated with the change of time of 
both short term and long term. This study uses 
statistics programs help E-Views version 7. 

4 ANALYSIS 

4.1 Stationeritas Test 

The first thing to do is to examine whether the data 
is stationary or not. This Stasioneritas test needs to 
be done because a regression analysis should not be 
did when the data used is not stationary and 
normally if it still done the resulting equations then 
are a spurious regression. 

4.1.1 Unit Root Test 

The unit root test is normal testing was introduced 
by David Dickey and Wayne Fuller. The root test is 
done to find out whether the data used stationary or 
not. Data testing performed using test Augmented 
Dickey-Fuller (ADF) was the count of an ADF when 
the variable is greater than the critical value of 
MacKinnon, means the variable is stationary, and 
vice versa. Based on table II that Government 
spending variables (GS) and exchange rate (EXC) is 
not significant at the α = 5%. Because not stationary 
at the zero degrees, then it needs to be done again 
using stationeritas test the degree of integration of 
the single. 

Table 2: Unit Root Test Results 

Variables 
Value 
ADF 

Critical 
Value 

McKinnon 
(α = 5%) 

Descrip
tion 

INF -
4.961814 

-3.020686 Stationary 

 
GS 

 
0.034233 

 
-3.020686 

Non 
Stationary 

 
MS 

 
-

1.429649 

 
-3.065585 

Non 
Stationary 

EXC -
3.570159 

-3.020686 Stationary 

GDP -
3.917664 

-3.020686 Stationary 

4.1.2 Integration Test 

A test of the degree of integration is a test done to 
measure at the level of difference to how data all the 
variables are stationary. The taking of decision is 
when the count of an ADF variable is greater than 
the critical value of MacKinnon, means the variable 
is stationary, and vice versa. Based on table III that 
variable inflation (INF), government spending (GS), 
the money supply (MS), the exchange rate (EXC) 
and economic growth (GDP) has been stationary at 
the same degree, that is one degree, shown from the 
ADF value calculate more than the value of the 
critical (Mackinnon critical values) at α = 5%. Thus, 
the Granger test requires a stationary data at the 
same degree can be used. 

Table 3: Integration Test Results 

Variables 
Value 
ADF 

Critical 
Value 

McKinnon 
(α = 5%) 

Descrip
tion 

INF -
8.791213 

0.0008 Stationary 

GS -
7.992085 

0.9514 Stationary 

MS -
8.984249 

0.5417 Stationary 

EXC -
7.395489 

0.0165 Stationary 

GDP -
12.84830 

0.0079 Stationary 

4.1.3 Cointegration Test 

In this research to test the residual method based 
cointegration test. Residual-based test method using 
statistical tests Augmented Dickey-Fuller (ADF) by 
observing the regression residual cointegration 
stationary or not. Then this residual value will be 
tested using the test Augmented Dickey-Fuller 
(ADF) to find out if the residual value of the 
stationary or not. The results of this research show 
that the estimated value of the ADF test > Critical 
Value α = 5% (-5.310626 >-3.020686). So it could 
be inferred that the empirical model used in this 
study to qualify for the cointegration test. 

Table 4: Cointegration Test Results 

Variables 
Value 
ADF 

Critical 
Value 

McKinnon 
(α = 5%) 

Description 

ECT -5.310626 0.0004 Stasionary 
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4.2 Estimation Error Correction Model 
(ECM) 

Estimation model of inflation using the model of 
Error Correction Model (ECM) Domowitz and 
Elbadawi aims to seek short-term balance or correct 
an imbalance towards short-term long-term balance. 
To know that a used Error Correction Model (ECM) 
is valid or not can be seen from the value of the 
Error Correction Term (ECT) are significant or not. 
Equation Error Correction Model (ECM) for short-
term period are as follows: 
 
 

 
 
The results of estimation Error Correction Model 

(ECM) that short-term variable changes the money 
supply (MS) and economic growth (GDP) had a 
negative influence against inflation in North 
Sumatra. While the Government spending variables 
(GS) and exchange rate (EXC) have a positive 
influence against inflation in North Sumatra. The 
magnitude of the balance and changes the previous 
inflation against the period now is 128 percent. 
These adjustments are obtained from coefficients the 
Error Correction Term (ECT) of 1.287258 while the 
t-statistics is 6.002274 with probability 0.0000 so 
significant at 5% and means that the model can be 
used. 

Table 5: The Results of The Estimation of the Error 
Correction Model (ECM) Short-Term 

Independen
t Variables 

Coefficient t-Statistic Prob 

D(LnGS) 0.683037 1.417959 0.1781 
D(LnMS) -5.089649 -2.752699 0.0156 

D(LnEXC) 3.658554 4.032125 0.0012 
D(LnGDP) -0.493542 -4.528430 0.0005 

ECT 1.287258 6.002274 0.0000 
C 0.335769 1.166629 0.2628 

 
               R-squared 
               Adjusted R-
squared 
               F-statistic 
               Prob(F-statistic) 
               Durbin-Watson 
stat 

0.904034 
0.869760 
26.37686 
0.000001 
2.179223 

 
Equation Error Correction Model (ECM) for 

long-term periods are as follows: 
 

 

The results of estimation Error Correction Model 
(ECM) that long-term variable changes the money 
supply (MS) and economic growth (GDP) prior 
periods have a negative influence against inflation in 
North Sumatra. While the Government spending 
variables (GS) and exchange rate (EXC) previous 
period have a positive influence against inflation in 
North Sumatra. 

Table 6: The Results of The Estimation of Error 
Correction Model (ECM) Long-Term. 

Independen
t Variables 

Coefficient t-Statistic Prob 

LnGS(-1) 1.445744 2.986111 
0.009

2 

LnMS(-1) -2.505213 -3.236568 
0.005

5 

LnEXC(-1) 2.429970 2.498143 
0.024

6 

LnGDP(-1) -0.663565 -4.533170 
0.000

4 

C 5.575499 1.033033 
0.318

0 
 
               R-squared 
               Adjusted R-
squared 
               F-statistic 
               Prob(F-statistic) 
               Durbin-Watson 
stat 

0.671479 
0.583874 
7.664799 
0.001429 
2.572411 

4.3 Test Determination (R2) 

4.3.1 F-Test (Simultaneous Test)  

F test or simultaneous test is performed to see the 
effect of free variables simultaneously or together to 
the dependent variable. From the results of the 
estimation model for inflation in the short term is 
obtained a value of F count of 26.37686 with the 
level of probability of  0.000001. Then the variable 
is Government spending (GS), the money supply 
(MS), exchange rates (EXC) and economic growth 
(GDP) in the short term significant effect 
simultaneously against inflation (INF) in North 
Sumatra. 
From the results of the estimation model for 
inflation in the long-term is obtained a value of F 
count of 7.664799 with the level of probability of  
0.001429. Then the variable is Government 
spending (GS), the money supply (MS), exchange 
rates (EXC) and economic growth (GDP) in the long 

ECTGDP

MSGSD

287258.1493542.0EXC658554.3

089649.5683037,0335769.0LINF





GDP

MSGSn

663565.00EXC429970.2

505213.2445744.1575499.5INFL
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term significant effect simultaneously against 
inflation (INF) in North Sumatra. 

4.3.2 T-Test (Partial Test) 

a. The Government Spending 

Based on the results of the study showed that the 
change in government spending in the short term 
does not influence the change of inflation in North 
Sumatra with a coefficient of 0.683037. This means 
if a change of government spending rose by 1 billion 
rupiahs, then inflation will change up by 0.683037 
percent. 

While in the long-term government spending has 
a positive influence and significantly to inflation in 
North Sumatra. If change is Government spending 
rose by 1 billion rupiahs, then change the inflation 
went up by 1.445744 percent. 

b. The Money Supply 

Based on the results of the study showed that the 
percentage of change in the money supply in the 
short term to change the percentage of inflation in 
North Sumatra with a coefficient of-5.089649. If 
changes in the money supply rose by 1 billion 
rupiahs, then change the percentage of inflation will 
come down of 5.089649 percent. 

While in the long-term the money supply has a 
negative and significant effect against inflation in 
Indonesia with a coefficient of -2.505213. This 
means if the money supply rose by 1 billion rupiahs, 
then inflation will be down by 2.505213 percent. 

c. The Exchange Rate 

Based on the results of the study showed that 
changes in exchange rates in the short term to 
change the percentage of inflation in North Sumatra 
with the coefficient of 3.658554. If changes in the 
money supply rose by Rp 1/US dollar, then change 
the percentage of inflation going up by 3.658554 
percent. 

While in the long run Exchange rates had a 
positive and significant influence against inflation in 
North Sumatra. If the exchange rate rose by Rp 1/US 
dollar, then change the percentage of inflation going 
up by 2.429970 percent. 

d. The Economic Growth 

Based on the results of the study showed that the 
change of the economic growth in the short term to 

change the percentage of inflation in North Sumatra 
with a coefficient of-0.493542. If the change of 
economic growth rose by 1 percent, then change the 
percentage of inflation will be down by 0.493542 
percent. 

While in the long run economic growth has a 
negative influence and significantly to inflation in 
North Sumatra. If the change of economic growth 
rose by 1 percent, then the change in inflation down 
by-0.663565 percent 

4.3.3 Goodness of Fit Test  

Test coefficient determination (R2) is used to see 
how big the variation of free variables may explain 
the variables bound. Adjusted R-squared value of 
0.904034 can be explained that Government 
spending variable precision (GS), the money supply 
(MS), the exchange rate (EXC) and economic 
growth (GDP) explains the variations change 
inflation rate amounted to 90.40 percent. While the 
rest of 9.60 percent described other factors outside 
the model. 

5 RESULTS 

5.1 Influence Government Spending against 
Inflation in North Sumatra 

Based on the results of the study showed that the 
change in government spending in the short term 
does not influence the change of inflation in North 
Sumatra with a coefficient of 0.683037. This means 
if a change of government spending rose by 1 billion 
rupiahs, then inflation will change up by 0.683037 
percent. Due to North Sumatra Government 
spending comes from shopping the employees, 
operational expenditure and capital expenditure 
because of increased demand for goods and services 
could not be anticipated by the side deals. Inflation 
occurred in North Sumatra due to the increasing 
demand for a hand. These results can be explained 
by the theory of Keynes that in the short term fiscal 
policy affects aggregate demand side. Rising prices 
of goods due to the increase in aggregate demand 
due to rising production costs (Nanga, 2005). And 
not in line with the research conducted by Berto 
Muharman (2013) that influence the fiscal 
instrument against inflation in Indonesia found the 
country's tax and spending the positive effect in the 
short term. 
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While in the long-term government spending has 
a positive influence and significantly to inflation in 
North Sumatra. If change is Government spending 
rose by 1 billion rupiahs, then change the inflation 
went up by 1.445744 percent. This is in accordance 
with the theories of keynes. In the long run fiscal 
policy will affect the supply side. Fiscal policy-
oriented to improve the supply side can overcome 
the problem of limited production capacity. Keynes 
stated that the recession, the economy-based market 
mechanisms will not be able to recover without 
intervention from the Government (Nanga, 2005). 
This is in line with research conducted by Marius 
Masri (2010) using OLS that employee shopping 
model, positive and influential operating 
expenditures significantly to inflation in East Nusa 
Tenggara Province. 

5.2 Influence the Money Supply against 
Inflation in North Sumatra 

Based on the results of the study showed that the 
percentage of change in the money supply in the 
short term to change the percentage of inflation in 
North Sumatra with a coefficient of -5.089649. If 
changes in the money supply rose by 1 billion 
rupiahs, then change the percentage of inflation will 
come down of 5.089649 percent. Because 
government policy to change the money supply has 
not been effective in controlling the rate of inflation 
and the money supply has not been sufficiently 
lowered inflation rates in North Sumatra. These 
results can be explained by the theory of Keynes that 
the increase in the money supply can raise prices, 
but the increase in the money supply is not always 
proportional to the increase in the price of goods. In 
the short ride down the amount of money circulating 
in the economy does not quickly addressed by the 
community, for example by changing consumption 
patterns. And in line with the research conducted by 
Annisa Tri Utami and Soebiyo Daryono (2013) 
using OLS model is that the money supply a 
negative and significant effect against inflation in 
Indonesia. 

While in the long-term the money supply has a 
negative and significant effect against inflation in 
Indonesia with a coefficient of -2.505213. This 
means if the money supply rose by 1 billion rupiah, 
then inflation will be down by 2.505213 percent. 
Due to the money supply consists of cash in 
circulation, money giral and quasi money. Although 
the value is high but not enough to affect the 
inflation increase in North Sumatra. This result does 
not match the quantity theory that fluctuations that 

occur at the price caused by the ups and downs of 
the volume of money supply in the economy 
(Mankiw, 2003). So it was concluded that the money 
supply has a positive influence against inflation. 
And in line with the research conducted by Nugroho 
and Basuki (2012) stated that the money supply a 
negative and significant effect against inflation in 
Indonesia. 

5.3 Influence Exchange Rate against Inflation 
in North Sumatra  

Based on the results of the study showed that 
changes in exchange rates in the short term to 
change the percentage of inflation in North Sumatra 
with the coefficient of 3.658554. If changes in the 
money supply rose by Rp 1/US dollar, then change 
the percentage of inflation going up by 3.658554 
percent. This is in accordance with the Purchasing 
Power Parity approach in case of inflation then to 
maintain the balance of the Law of One Price, the 
exchange rate must depreciate. The theory of 
Purchasing Power Parity also said that the country 
that its currency is experiencing high inflation rates 
should reduce the value of its currency against other 
currencies with lower inflation rates (Mishkin,2009). 
This is in accordance with the research done 
Oktavia, Lakshmi, et al that the exchange rate of a 
positive and significant effect against inflation in 
Indonesia. 

While in the long-term Exchange rates had a 
positive and significant influence against inflation in 
North Sumatra. If the exchange rate rose by Rp 1/US 
dollar, then change the percentage of inflation going 
up by 2.429970 percent. Due to the depreciating 
rupiah exchange rate against the United States dollar 
then inflation increased. But despite the more price 
increases or inflation will not reduce the purchasing 
power of money. Because of the exchange rate of 
the dollar has intrinsic value that is steeper than in 
foreign currency exchange rates. This is in 
accordance with the research conducted by Priyono 
and Setiasih (2009), the relationship of inflation with 
Exchange rate is positive.  

5.4 Influence Economic Growth against 
Inflation in North Sumatra  

Based on the results of the study showed that the 
change of the economic growth in the short term to 
change the percentage of inflation in North Sumatra 
with a coefficient of-0.493542. If the change of 
economic growth rose by 1 percent, then change the 
percentage of inflation will be down by 0.493542 
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percent. This is not in accordance with the theories 
of keynes explained the relationship between 
inflation as economic growth in the short-run 
aggregate supply curve is positive. Inflation in North 
Sumatra on research is due to the increase in the 
price of Fuel. The rising prices of fuel oil which was 
followed by rising prices of goods and services will 
make the price is not affordable by the people who 
earn it anyway. The high price levels that cause 
declining purchasing power it will make producers 
suffered losses so will lower economic growth in 
Northern Sumatra. This is in accordance with the 
research done Izzah (2015) stated that the negative 
effect of inflation towards economic growth of Riau. 

While in the long run economic growth has a 
negative influence and significantly to inflation in 
North Sumatra. If the change of economic growth 
rose by 1 percent, then the change in inflation down 
by-0.663565 percent. This is in accordance with the 
theories of keynes in the long-term relationship 
between inflation and economic growth in which 
inflation rises but economic growth down 
(Mankiw,2003). 

6 CONCLUSIONS 

Only the variable exchange rate (EXC) that have 
significant influence towards inflation in North 
Sumatra in both short term and long term. The 
variable amount of the money supply (MS) and 
economic growth (GDP) has a negative influence 
and significantly to inflation in North Sumatra. 
While the Government spending variables (GS) in 
the short term is not significant effect against 
inflation in North Sumatra. 

Because of the exchange rate (EXC) is the main 
determining factor affecting inflation in North 
Sumatra in both short term and long term so that 
Bank Indonesia is expected to maintain the stability 
of the exchange rate of the rupiah. The system of 
exchange rates used for Bank Indonesia's current 
exchange rate system is the right of free use for 
keeping the stability of the instrument's value by 
open market operations in the money markets either 
rupiah or foreign currency. 
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Abstract: The economic trend in Medan (as measured by Gross Regional Domestic Product / GRDP per sector on the 

basis of constant 2000 prices) in the 2012-2016 period experienced a significant increase. However, the results 

were not fully enjoyed by all levels of society, because in that period the development of the Medan City Gini 

Ratio Index had increased (from 0.33 in 2012 to 0.37 in 2016). This means that there has been income 

inequality between household groups in the area. Several studies have been carried out in overcoming this 

problem. One of the results of research in North Sumatra has identified that the Small Food, Beverage and 

Tobacco Industry (IMMT) is the optimal alternative model of the IMMT sector economic development policy. 

The question needs further analysis to get more in-depth information about the development of the sector in 

the city of Medan. This study aims to analyze the dominant factors that influence the performance of optimal 

economic policies in the Small IMMT sector development. Based on the analysis of the Structural Equation 

Model (SEM) with a sample of 50 respondents obtained results, there are three dominant factors that influence 

the performance of the Small IMMT sector in Medan, and of the three factors the most dominant are 

managerial skill factors. 

1 INTRODUCTION 

Achieving high economic growth is the main target 
that will usually be pursued in an economy to create 
a just and prosperous society. The economic 
development of Medan, measured by Gross Regional 
Domestic Product (GRDP) on the basis of constant 
prices in 2000, from 2012 to 2016 experienced a 
significant increase. As shown in Figure 1.1, it can be 
seen that within 5 years the average growth rate of 
North Sumatra is 6.22%. This indicates that the 
welfare of the people of Medan city is increasing. As 
indicated by the condition of the number of poor 
people in this area in that period decreased from 
11.31% (2012) to 10.39% (2016). 

Although the number and percentage of poor 
people from time to time has decreased, but with the 
poverty rate in 2016 amounting to 206.87 thousand 
people or in the first place, the number of population 
in the city of Medan is considered too high, so that the 
right solution is needed. that is. 

 

 

Figure 1: Medan City Gross Domestic Product (in 
Million Rupiah) Source:BPS, 2010-2014 

 
One of the root causes of poverty in Indonesia, 

especially the city of Medan is the high disparity due 
to the uneven distribution of income among 
household groups, so that the gap between the rich 
households and poor households is widening. One 
measure in determining the inequality of household 
income is the Gini Ratio index. During the period of 
2012-2016 the development of the Medan City Gini 
Ratio Index has increased (from 0.327 in 2012 to 
0.374 in 2016) so that income inequality among 
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household groups in this area tends to increase. In 
addition, the magnitude of the Gini ratio shows that 
the condition of income inequality between 
households is relatively high. Thus the economic 
development of the city of Medan which is high and 
the tendency to increase is not fully enjoyed by all 
levels of society, thus leading to the creation of 
income gaps between household groups and poverty. 
Therefore the size of the results of economic 
development cannot only be reflected by the high 
economic growth and the size of regional income, but 
also includes the following in terms of human 
development (income inequality, the number of poor 
people and unemployed). Therefore, in designing an 
economic development strategy so that it is not only 
aimed at economic growth, it also needs to be 
followed by improvement in addition to the decline in 
the number of poor people and reducing 
unemployment as well as the distribution of income. 

From previous research (Nugrahadi, 2013) it was 
known that the Food, Beverage and Tobacco Industry 
(IMMT) sector and especially the small IMMT 
(Nugrahadi, 201) were optimal alternative models of 
the IMMT sector economic development policy in 
North Sumatra. The question is, what are the 
dominant factors that influence the performance of 
the economic policies for the development of the 
Small IMMT sector in the city of Medan? Thus this 
study aims to analyze the dominant factors that 
influence the performance of optimal economic 
policies in the Small IMMT sector development. 

 

2 THEORICAL FRAMEWORK 

As stated by Todaro (2013) that the development 
process must be able to bring humanity beyond the 
prioritization of material and financial aspects of their 
daily lives. This means that the size of the results of 
economic development is not only reflected by high 
economic growth, but also needs to be followed by 
improving income distribution, decreasing the 
number of poor people and reducing unemployment. 
Very diverse theoretical approaches that can be 
adopted by policy makers in the process of economic 
development. One of them is known as the concept of 
unbalanced growth put forward by A.O. Hirschman, 
has an understanding that in economic development 
is based on unbalanced growth. According to 
Hirschman, investments in strategic industries or 
sectors and related to one another through linkage 
will generate new investment opportunities and pave 
the way for further economic development (Jhingan, 
2003). 

In essence the concept of unbalanced growth is a 
strategy that develops sectors that have strong links. 
According to this linkage theory, it means backward 

linkage and forward linkage. The proposal to develop 
the economic sector which has this connection applies 
not only to the industrial sector but also to the 
agricultural sector but the entire economic sector. 

As explained earlier, the Small is a sector that has 
a large linkage in North Sumatra (Nugrahadi, 2015), 
so that this sector is recommended as the leading 
sector for the development of economic development 
in the city of Medan. However, before this policy is 
carried out it is necessary to analyze the dominant 
factors that affect the performance of this sector. 

From the study of Nugrahadi (2013) factors that 
influence the performance of the Small IMMT sector 
shown by business people (entrepreneurs), namely 
competence and business feasibility. According to 
Suryana (2003) entrepreneurial competence is 
someone who has the knowledge, skills and qualities 
of individuals which includes attitudes, motivations, 
values and behaviors needed for entrepreneurship. 
Furthermore, it is said that the competencies include: 
(1) Managerial skills, (2) Conceptual skills, (3) 
Human skills, (4) Decision making skills, and (5) 
Time Managerial Skills. 

While business feasibility or also called a 
feasibility study, is an activity to assess the extent to 
which benefits can be obtained in carrying out a 
business activity. The results of this analysis are used 
as material for consideration in making decisions, 
whether to accept or reject a business idea. Worthy 
understanding in this research is the possibility of the 
idea of a business that will be implemented can 
provide benefits in the sense of financial and social 
benefits. With this feasibility analysis it is expected 
that the risk of failure in marketing the product can be 
avoided. 

Knowing whether a business is feasible or not, it 
must be analyzed for each aspect. According to 
Mudjiarto (2006) criteria that can be used as an 
assessment aspect in developing a business are: (1) 
analysis of marketing aspects, with indicators: 
consumer needs and desires, market segmentation, 
targets, value added, product life span, market 
structure, competitive strategy, market size, market 
growth, gross profit, and market share), (2) analysis 
of aspects of production, with indicators: operating 
location, operating volume, machinery and 
equipment, machinery and equipment, raw materials 
and auxiliary materials, labor, and lay out, (3) 
analysis of management aspects, with indicators: 
ownership, organization, management team, 
employees, and (4) analysis of financial aspects, with 
indicators: sources of funds, balance projections, 
projections of losses and profits, cash flow 
projections and calculation of investment criteria. 
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3 RESEARCH METHOD 

The population in this study were all small 

entrepreneurs in the IMMT sector in Medan. The 

sample used in this study was 50 respondents 

independent entrepreneurs in the city of Medan were 

taken by random sampling. The source of data in this 

study uses primary data in the form of two variables, 

namely competency variables and entrepreneurial 

business feasibility analysis capabilities using the 

Likert scale with five choices of answers, namely, 

Strongly Agree (SS), Agree (S), Disagree (KS), 

Disagree (TS), and Strongly Disagree (STS). 

To answer the problems in this study, an analysis 

based on Linear Structural Relationships (LISREL) 

or analysis of the structure of covariance. Analysis of 

the Structural Equation Model (SEM) is also called 

Linear Structural Relationships (LISREL) or analysis 

of covariance structures. This method is used to 

analyze the microeconomic aspects with the aim of 

finding out the dominant factors that influence the 

performance of the optimal economic policy in the 

IMMT sector development. 

 

4 RESULTS AND DISCUSSION 

4.1. Assumption Analysis Factor Test 
Before testing the factor analysis first tested two 

assumptions related to factor analysis, namely the 

assumption of the normality of univariate variables 

(each variable) and the assumption of 

multicollinearity with the KMO and Barlett Test tests, 

and Anti Image Matrices Test. 

1) Assumption of univariate normality 

Normality testing was carried out with non-

parametric Smmnrov Smirnov samples. Based on the 

results of the analysis it is known that overall the Sig. 

> 0.05, which means that all data are normally 

distributed. 

2) Multicollinearity 

a) Test KMO and Barlett’s Test 

The results of the multicolinerity test of KMO and 

Bartlett's Test show that: (1) the Adequancy KMO 

value is 0.715> 0.5, which means that this factor 

analysis variable can be further processed, and (2) 

Bartlett's test value of 150.667 with a significance of 

0.000 <0.05, which means that there is a significant 

correlation between the overall factor analysis 

variables. Thus the overall variable analysis of this 

factor analysis can be tested by factor analysis. But to 

find out more about any variable in this factor 

analysis it is necessary to test the anti image matrices. 

 

 

b) Anti Image Matrices-Measure of Sampling 

Adequacy (MSA) Test 

The anti image matrices correlation test results show 

the coefficient of the MSA value> 0.5, which means 

that both the variables and the variables in this factor 

analysis meet the requirements and are worthy of 

further analysis. 

4.2. Interpretation of Factor Analysis Results 

1) Communalities 

Analysis of communalities is basically the amount of 

variance in the form of a percentage of each initial 

variable that can be explained by existing factors. The 

results of the Communalities calculation show that 

the overall variance value of the variable is> 0.5, 

which means that the level of closeness is strong with 

the factors formed, so that factor analysis can be done 

without removing the variables in this study. 

2) Total Variance Explained 

This analysis is intended to determine how many 

factors might be formed. Components or factors to be 

chosen are factors with eigenvalue values greater than 

1 (factors that are able to explain variables well). The 

results of the calculation of total variance explained 

show that out of 9 components only 3 factors are 

formed because the eigenvalue value is greater than 

1. From the 3 factors formed, it will be able to explain 

the total variance of 68.74 percent of the variables. 

3) Component Matrix and Rotated Component 

Matrix 
The results of calculation of component matrix in this 

study are as follows: 

Table 1: Component Matrix 
Component Matrixa 

 

Component 

1 2 3 

Manajerial Skill .753 -.105 -.034 

Time Manajerial Skill .694 .148 -.291 

Marketing .683 .311 .450 

Conceptual Skill .677 -.534 -.069 

Decision Making Skill .640 .306 -.374 

Financial .598 -.231 .313 

Human Skill .528 .420 -.526 

Manajerial Skill .570 -.694 -.018 

Production .537 .451 .571 

Extraction Method: Principal Component Analysis. 

a. 3 components extracted. 

Source: Research Results, 2018 (Data processed by 

SPSS) 

Based on Table 1, it can be seen that the variable 

correlation value is still very evenly distributed, 

where the correlation of a variable in one factor 

component is still relatively the same as the variable 

correlation in the other factor components. For this 

reason rotation is carried out on the dimensions of the 
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factor, so that the rotated component matrix is 

obtained as shown in Table 2. Rotation is done by the 

varimax method. Determination of variables that 

enter into the new factor component based on 

correlation values greater than 0.5. 

Table 2: Rotated Component Matrix 
Rotated Component Matrixa 

 

Component 

1 2 3 

Manajerial Skill .897 .044 -.023 

Conceptual Skill .836 .213 .063 

Financial .562 .044 .438 

Manajemen .548 .425 .314 

Human Skill -.019 .853 .060 

Decision Making Skill .145 .768 .181 

Time Manajerial Skill .305 .674 .202 

Production -.003 .139 .894 

Marketing .193 .245 .817 

Extraction Method: Principal Component Analysis.  
 Rotation Method: Varimax with Kaiser Normalization. 

a. Rotation converged in 4 iterations. 

Source: Research Results, 2018 (Data processed by SPSS) 

Based on Table 2. then grouped variables into newly 

formed factors as follows, 

Factor1: Managerial Skill, Conceptual Skill, 

Financial and Management. 

Factor 2: Human Skill, Decision Making Skill and 

Time Managerial Skill. 

Factor 3: Production and Marketing. 

4) Component Transformation Matrix 

As the last step is to determine the accuracy of the 

factors formed from all factor analysis variables used 

by using the Component Transformation Matrix. The 

calculation results show the overall component/ 

factor has a correlation> 0.5, which means that the 

factor 1, factor 2, and factor 3 formed can be said to 

be appropriate to summarize 9 independent variables 

used in the factor analysis in this study. 

4.3. Hypothesis testing 

Hypothesis testing is done by sorting the score scores 

from the largest to the smallest. The way to find out 

the factor score is: 

VarianceTotal

FactorVarianceMatrixComponentRotated
FaktorSkor




 
The results of calculating factor scores are shown in 

Table 3. From Table 3, it can be seen that based on a 

factor score of> 0.75 there are three dominant factors 

in the Small IMMT sector business in Medan, 

namely: managerial skills, human skills and 

production. 

From the three variables, it is seen that managerial 

skills are the most dominant indicator. This shows 

that managerial skills are a provision that must be 

possessed by the Small IMMT entrepreneur. In this 

case the entrepreneur must be able to carry out the 

functions of planning, organizing, mobilizing and 

controlling so that the business he runs can achieve 

the desired goals. In other words, technically he must 

have the ability to analyze and develop markets, the 

ability to manage human, material, money, facilities 

and all resources (Suryana, 2003).

 

Table 3: Dominant Indicators 

No Variabel 
Component 

Variance Total 

Variance 
Factor 

Skor 
Factor 1 Factor 2 Factor 3 

1 2 3 3.633 1.423 1.133 6.189 

1 
Manajerial 

Skill 
0.897 0.044 -0.023 3.259 0.063 -0.026 3.295 0.887 

2 
Conceptual 

Skill 
0.836 0.213 0.063 3.037 0.303 0.071 3.412 0.744 

3 Financial 0.562 0.044 0.438 2.042 0.063 0.496 2.601 0.441 

4 Manajemen 0.548 0.425 0.314 1.991 0.605 0.356 2.951 0.370 

5 Human Skill -0.019 0.853 0.06 -0.069 1.214 0.068 1.213 0.854 

6 
Decision 

Making Skill 
0.145 0.768 0.181 0.527 1.093 0.205 1.825 0.460 

7 

Time 

Manajerial 

Skill 

0.305 0.674 0.202 1.108 0.959 0.229 2.296 0.282 

8 Production -0.003 0.139 0.894 -0.011 0.198 1.013 1.200 0.755 

9 Marketing 0.193 0.245 0.817 0.701 0.349 0.926 1.975 0.383 

 Source: Research Results, 2018 (Data processed by SPSS)
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The results of the study are in line with the studies 

of Yuliana and Pujiastuti (2018), especially related to 

the components of market development as one of the 

managerial aspects of skills. According to him 

Market orientation (market development) is a 

measure of behavior and activity that reflects the 

implementation of the marketing concept. Market 

orientation as the most effective organizational 

culture in creating important behavior for the creation 

of superior value for buyers and performance in 

business. So that an increase in market orientation 

will improve business performance. 

 

5 CONCLUSIONS 

Based on the results of SEM, three dominant factors 

were found in the small food, beverage and tobacco 

industry sectors, namely managerial skills, human 

skills and production. Of the three factors, the most 

dominant is managerial skill. 

Based on the findings of this study indicate that 

the small IMMT sector shows a large role in the city. 

Thus the sector is one of the leading sectors. This 

implies that in spurring economic growth 

accompanied by equal distribution of income in the 

city of Medan in the future it should be prioritized for 

the small IMMT sector. 
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Abstract: Labor demand in North Sumatra during the period 2012 to 2016 showed a fluctuating condition. The aim of 
this research is to analyze the factors that affecting labor demand food beverages and tobacco industry at the 
regency/city in North Sumatra Province using panel data. With independent variables Investment Industry 
Sector, Industry Number, Minimum Wage for regency/city and Gross Regional Domestic Product while the 
dependent variable is Labor Demand. Data obtained the Central Statistics Agency (BPS) of North Sumatra 
Province during 2012-2016. The method used Panel Least Square (PLS) with Random Effect Model 
(REM). The result show that Investment Industry Sector has positively effect the labor demand as 21,88% 
and significant, Industry Number has positively effect the Labor Demand as 48,48% and significant, 
Minimum Wage of regency/city has negatively effect the Labor Demand as 13,14% and significant and 
Gross Regional Domestic Product has positively effect the Labor Demand as 34,51% and significant at the 
Labor Demand in North Sumatra Province. 

 

1 INTRODUCTION 

Improving community welfare is one of the main 
goals of economic development in developing 
countries. One of the important problems faced by 
developing countries is high population growth. The 
high population growth affects the increase in the 
workforce. This condition will be a problem if it is 
not balanced with employment. One indicator used 
to assess the success of a country's economic 
development is seen from the employment 
opportunities created by economic development 
activities (Freter, 2014). One sector that plays an 
important role in economic development is the 
industrial sector. This sector has several advantages, 
such as absorbing a large workforce and creating 
high added value. The industrial sector is believed to 
be a sector that can lead other sectors in an economy 
towards progress 

In Indonesia, the industrial sector is prepared to 
be able to become a leading sector that is able to 

become a motor that drives the progress of other 
sectors. Thus the industrial sector is expected to be 
able to provide employment so that it can absorb the 
large number of workers in Indonesia. In the 
Province of North Sumatra from 2014-2016 the 
contribution of the manufacturing industry to the 
GRDP of North Sumatra Province each year has 
increased. Where each year the contribution of the 
Processing Industry to North Sumatra GRDP always 
increases in 2015 by 0.13 percent from 2014 and in 
2016 by 0.28 percent. While the lowest contribution 
is from the water supply sector, recycling waste 
management where in 2015 only increased by 0.01 
percent from 2014 and in 2016 did not experience an 
increase from the previous year. 

In the Province of North Sumatra the Processing 
Industry is divided into 9 groups namely (1) Food, 
beverages and tobacco industries; (2) Manufacture 
of textiles, apparel and leather; (3) Timber industry, 
household; (4) Paper industry, printing and 
publishing; (5) Chemical, coal, rubber and plastic 
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industries; (6) Industries of non-metallic minerals 
except oil and coal; (7) Base metal industry; (8) 
Manufacture of metal goods, machinery and 
equipment; (9) Other processing industries. (BPS 
North Sumatra, 2017). Of the 9 industrial groups, the 
growth of the number of industries each year from 
2013-2016 fluctuated, the highest growth was 
achieved by the food, beverage and tobacco 
industries. The role of growth in the 9 industrial 
groups will have an impact on the number of 
workers used. 

Absorption of labor in 9 industrial groups each 
year fluctuates. The highest absorption of labor is in 
the food, beverage and tobacco industry sectors 
where the number of workers employed in 2016 is 
89,782 people. While the lowest was in other 
processing industries, which amounted to 2,655 
people. So that it can be concluded that the role of 
the food, beverage and tobacco industry sector is 
able to spur regional economic growth and the 
development of the industrial sector in North 
Sumatra Province. The growth and development of 
the industrial sector promises to broaden 
employment opportunities. On the other hand, the 
government wants to optimize the role of the food, 
beverage and tobacco industries in North Sumatra 
province in contributing to the demand for labor so 
that there needs to be an in-depth study of the factors 
that affect labor demand in the food, beverage and 
tobacco industries. 

According to Simanjuntak (1985) and Hani 
Handoko (1985), Demand for labor in the small 
industrial sector is influenced by internal and 
external factors of each of its business units. 
Internally influenced by output values, wage rates, 
labor productivity, capital (technology), and other 
non-wage expenditures. While externally is 
influenced by the level of economic growth, 
inflation, unemployment and interest rates. Based on 
the research of Afrida (2003) that the high and low 
absorption of labor by the economic sector depends 
on several factors such as output value, wage level, 
education level (labor quality), working capital and 
the number of industries. In line with the results of 
the study of Esti R (2003) that the factors that 
influence labor demand are industrial output, 
working capital (investment), wage level and the 
number of industries used by the sector. Based on 
the results of previous research the author tried to 
examine the factors that influence labor demand, 
namely: industrial investment, number of industries, 
wage level and GRDP. 
 

2 THEORICAL FRAMEWORK 

2.1 Effects of Investment Industrial Sector on 
Labor Demand 

In Keynes's macro theory, to decide whether an 
investment will be carried out or not depends on the 
comparison between the amount of expected profit 
(expressed in percentage per unit time) on the one 
hand and the cost of using funds / interest rates on 
the other. This expected level of profit is called the 
Marginal Efficiency of Capital / MEC (Boediono, 
1986). In summary this concept can be described, if 
the expected profit (MEC) is greater than the interest 
rate, then the investment is carried out. If the MEC 
is smaller than the interest rate, then the investment 
should not be carried out and if the MEC = the 
interest rate, then the investment may be carried out 
and may not be in accordance with the decision of 
the owner of the capital. 

From the description above it is known that the 
level of investment desired by investors is 
determined by two things, namely the interest rate 
that applies the MEC or investment function. This 
MEC function / investment function shows the 
relationship between the prevailing interest rate and 
the level of investment expenditure desired by 
investors. 

Through the investment function curve there are 
three things that need to be underlined about this 
investment function, that is, first, the function has a 
negative slope which means that the lower the 
interest rate, the greater the investment expenditure 
desired or planned by investors. 

Second, in reality this investment function is 
difficult to obtain because its position is very labile 
and easily changed in a short period of time. The 
volatility of the investment function can be 
understood, because its position is very dependent 
on the MEC values of the existing projects and that 
the MEC is the profit expected by investors. Because 
it is based on future expectations / expectations (if 
on the basis of subjective calculations) where the 
MEC of a project may change from day to day and 
sensitive to changes in the socio-economic 
conditions of a country. The existence of political 
turmoil in an area, rumors of a devaluation, the issue 
of foreign exchange control, and restrictions on 
imports for example will directly be able to change 
the subjective judgment of investors in a project. So 
many factors influence the MEC, so the position of 
investment functions will be very easy to change. 
The volatility of the investment function is a 
theoretical and Keynesian explanation of the fact 
that in reality investment expenditure (I) shows 
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unpredictable up and down fluctuations over time. 
This instability is a characteristic that distinguishes 
investment from other aggregate demand elements 
(C, G). 

Third, what needs to be emphasized is the 
relationship between Keynes's investment theory and 
reality, especially regarding the issue of the 
availability of investment funds. Keynesian theory is 
based on the assumption that at the prevailing 
interest rate, every investor can get any funds to 
finance projects that are considered profitable to 
implement. What limits the amount you want to 
invest is only an assessment of MEC projects that 
are open to him. In reality the opposite is often the 
case with so many profitable projects, MEC rises but 
it is difficult to obtain credit from banks for 
example, resulting in realized investments being 
smaller than the desired level of investment 
(Boediono, 1986). 
 
2.2 Effect of the Number of Large and Medium 

Regency/City on Labor Demand 
A company or industrial business is a unit (unit) of a 
business that carries out economic activities, aimed 
at producing goods or services. Squire in Kemala 
(2006) argues that in general, the growth of business 
units in a production sector in an area will increase 
the number of workers.  

Matz (1990) said, to determine the size of adding 
or reducing the amount of labor carried out by 
employers, then: 
1) Employers will need a certain amount of money 

to be obtained with the additional company, as 
well as labor. If the number of outputs produced 
by a larger number of companies will produce a 
large output as well, so the more number of 
companies that stand, the more likely there will 
be an increase in production output. 

2) The output value of a region estimates that 
production will increase with the increase in the 
number of companies producing the same goods. 
By increasing the number of companies, it is 
expected to increase the number of production, 
so that the increase in the number of workers will 
also increase because labor is needed in the 
production process. Lestari (2011) argues that 
the more the number of companies or business 
units that stand, the more there will be an 
increase in labor force, meaning that if a business 
unit of an industry is added, then the demand for 
labor will also increase. 
 
 

2.3 Effect of Minimum Wages of Regency/City 
on Labor Demand 

Wages are an income as a reward from employers to 
workers or workers for a job or service that has been 
or has been done. Simanjuntak, (2001) says that 
wages for employers can be seen as a burden 
because the greater the wages paid to employees, the 
smaller the proportion of profits for employers. 

According to Kuncoro, 2002 (in Fitria, 2014), the 
quantity of labor demanded will decrease as a result 
of wage increases. If the wage level rises while the 
prices of other inputs remain, then the price of labor 
is relatively more expensive than other inputs. This 
situation encourages employers to reduce the use of 
labor that is relatively expensive with other inputs 
whose relative prices are cheaper in order to 
maintain maximum profits. Siringo-ringo (2012), 
Providing wages is a reward / remuneration from the 
company to its workers for the achievements and 
services contributed in production activities. The 
Effect of Minimum Wages on Labor Demand 

Wages are an income as a reward from 
employers to workers or workers for a job or service 
that has been or has been done. Simanjuntak, (2001) 
says that wages for employers can be seen as a 
burden because the greater the wages paid to 
employees, the smaller the proportion of profits for 
employers. 

 
2.4 Effect of GRDP on Labor Demand 
The increase in GRDP is one of the most important 
indicators in assessing the performance of an 
economy, especially to carry out an analysis of the 
results of economic development that has been 
carried out by a country or region. The increase in 
GRDP will drive other sectors so that from the 
production side it will require a production 
workforce. A general view states that increasing 
GRDP is positively correlated with labor. Todaro 
(2000) says that population growth and labor force 
growth (which occurs after population growth) are 
traditionally considered as one of the positive factors 
that spur economic growth (GRDP). A larger 
number of labor means that it will increase the 
number of productive labor, while greater population 
growth means increasing the size of its domestic 
market. 
 
 
 

Factor-Factor Affecting Labor Demand Food Beverages and Tobacco Industry of North Sumatra Province

437



 

3 RESEARCH METHOD 

This study uses secondary data with time series data 
types during the period 2014-2016. With the data 
used sourced from the Central Statistics Agency. 
The data required include the number of industrial 
sector investments in rupiah units, the number of 
food, beverage and tobacco industries in company 
units, district / city minimum wages in rupiah units, 
and the GRDP of constant prices in rupiah units in 
North Sumatra Province. 

The data analysis method used in this study is 
quantitative with a panel data analysis model or 
pooled data. Panel data is a combination of time 
series data and time data (cross section). To 
overcome the intercorrelations between the 
independent variables which ultimately can lead to 
the inappropriate regression estimation, the panel 
data method is more appropriate to use. The data 
used in this study are in the form of time series data 
from 2014 to 2016 and a cross section consisting of 
25 districts and 8 cities in North Sumatra Province. 
The function model of the equation in this study are: 

 
JTKMMT = 𝛽 +  𝛽 INVSI  + 𝛽 NLMM  

+𝛽 MWRC  + 𝛽 GRDP + ε  ..(3.1) 

4 ANALYSIS 

4.1 Selection of models in data processing 
In panel data processing, it is necessary to select the 
most appropriate model between Common Effect 
estimation models, Fixed Effect estimation models 
and Random Effect estimation models. To choose 
between the three estimation models there are 
several tests that can be done, including: 
 
4.1.1 Chow Test (F-statistical test) 

This test is used to determine the most 
appropriate model to be used between the Common 
Effect estimation model or the Fixed Effect 
estimation model, with the hypothesis: 

 H0: choose to use the CommonEffect 
estimation model. 

  H1: choose to use the fixed effect 
estimation model. 

This hypothesis test can be done by comparing 
F-statistics with F-tables. If F-statistics > F-table 
then H0 is rejected which means the most 
appropriate model to use is the Fixed Effect Model 
and can also be done by considering the probability 
value (Prob.) For F-statistics. If the value of the 
Prob. F-statistic < 0.05 (determined at the beginning 
as the level of significance or alpha) then the chosen 

model is Fixed Effect Model, but if > 0.05 then the 
chosen model is the Common Effect Model. 
 

 
Table 1  

Chow Test  Results 
Redundant Fixed Effects Tests  
Equation: FEM   
Test cross-section fixed effects 

Effects Test Statistic d.f. Prob.

Cross-section F 9.508492 
(32,62

) 0.0000

Cross-sectionChi-square
175.8478
72 32 0.0000

From Table 1, the F-statistic value is 9.508492 
with the F-table value in df (32.62) α = 5% is 
1.51520 so that the F-statistic value > F-table with a 
probability of 0.0000 (< 0.05), so H1 statistics are 
accepted and reject H0, according to the results of 
this estimation the right model used is the estimation 
model Fixed Effect Model. 

 
4.1.2 Hausman Test 
This Hausman test is used to select the model that 
will be used between the Fixed Effect estimation 
model or the Random Effect estimation model, with 
the following hypothesis test: 

 H0: choose to use the Random Effect 
estimation model. 

 H1: choose to use the FixedEffect 
estimation model. 

The Hausman test can be done by comparing 
Chi-Square statistics with Chi-Square tables. If Chi-
Square statistics > Chi-Square table then H0 is 
rejected which means the most appropriate model to 
use is the Fixed Effect Model and can also be done 
by considering the probability value (Prob.) For Chi-
Square statistics. If the value of the Prob. Chi-
Square statistic < 0.05 (determined at the beginning 
as a significance level or alpha), the chosen model is 
Fixed Effect Model, but if > 0.05 then the selected 
model is Random Effect Model. 

 
Table 2: Hausman Test Results 

Correlated Random Effects - Hausman Test 
Equation: REM  
Test cross-section random effects 

Test Summary
Chi-Sq. 
Statistic 

Chi-Sq. 
d.f. Prob.

Cross-section 
random 9.157344 4 

0.
0673
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From Table 2 the statistical Chi-Square value is 
9.157344 with the Chi-Square table at df (4) α = 5% 
is 7.815 so the Chi-Square value is statistical > Chi-
Square table with a probability of 0.0673 ( > 0.05) 
then H0 is accepted and H1 is rejected so the panel 
data model used is the Random Effect Model. 

From the results of the Chow Test and Hausman 
Test different results were obtained then continued 
with the Lagrange Multiplier Test. 

 
4.1.3 Lagrange Multiplier Test 
The Lagrange Multiplier Test is used to select the 
model that will be used between the Random Effect 
estimation model or the Common Effect estimation 
model, with the following hypothesis test: 

 H0: choose to use the Common Effect 
estimation model. 

 H1: choose to use the Random Effect 
estimation model. 

If the LM value is greater than the critical value 
of Chi-Squares then H0 is rejected which means that 
the right model for panel data regression is Random 
Effect Model and vice versa, if the LM value is 
smaller than the critical Chi-Squares value then the 
null hypothesis is accepted which means the model 
the right for panel data regression is the Common 
Effect Model. 

 
Table 3: Lagrange Multiplier Test Results 

Lagrange Multiplier Tests for Random Effects
Null hypotheses: No effects 
Alternative hypotheses: Two-sided (Breusch-
Pagan) and one-sided 
(all others) alternatives

 Test Hypothesis 

 
Cross-
section Time Both

Breusch-Pagan 47.26726 
0.41381

4 47.68107
 (0.0004) (0.5200) (0.0000)

In Table 3 it can be seen that the value of the 
Prob. Breusch-Pagan cross-section is 0.0004 ( < 
0.05) so that H1 is statistically accepted and H0 is 
rejected. Then the model used is the estimation 
model of Random Effect. 
 
4.2 Hypotesis Result 
4.2.1 T-Test (Partial Test) 
T-Test aims to determine the effect of the 
independent variables of industrial sector 
investment, number of industries, regency / city 
minimum wages and GRDP in North Sumatra 
Province. 

 
 

Table 4: T-Statistical Result 

Varia Coefficient
Std. 

Error 
t-

Statistic Prob.
C 0.8850 1.2648 0.6997 0.4858
INVSI 0.1811 0.0831 2.1882 0.0311
NLMM 0.7235 0.1493 4.8485 0.0000
MWRC -0.2470 0.1879 -1.3148 0.0191
GRDP 0.6282 0.1820 3.4513 0.0008

 
Table 4. is the result of testing the independent 

variables, Investment Industry Sector, Number of 
Large and Medium Manufacturing, Minimum Wage 
of Regency/City, Gross Regional and Domestic 
Product partially towards the demand labor in North 
Sumatra Province in 2014 - 2016. This study uses α 
= 5% or α = 0.05 . 

If written in an equation, the result is: 
JTKMMTit = 0,885050 + 0.181931INVSit + 

0.724135JIMMTit -0,247051UMKit+ 
0.628250PDRBit + ɛit 

From these equations can be concluded as follows: 
1. Constants of 0.885050 which means that if the 

Investment variable, the number of industries, 
MSEs and GRDP is zero, meaning that there is 
no increase or decrease then the amount of labor 
demand in North Sumatra Province is 0.885050. 

2. Investment Variables have a t-statistic of 
2.188233 and probability shows a value of 
0.0311 which is smaller than the confidence level 
α = 5% (0.0311 < 0.05) then this can prove that 
the investment variable in the industrial sector 
has a significant effect on the demand of North 
Sumatra Province workers means H1 is accepted 
and H0 is rejected. The investment variable 
coefficient is 0.181931, which means that every 
increase in investment by 1 percent will increase 
labor demand by 0.181931 percent with the 
assumption that number of large and medium 
manufacturing, minimum wage of regency/city 
and GRDP is considered to be zero, meaning 
there is no increase or decrease. This is in line 
with the opinion of Sukirno (2000) which states 
that investment or investment can develop 
businesses or add business units, with business 
development will require a lot of labor. Thus the 
addition of capital can reduce the problem of 
unemployment. Also in line with the results of 
Erviyanti's (2013) study that increasing 
investment will also increase the amount of 
employment. 

3. Variable number of large and medium 
manufacturing has a t-statistic of 4.848522 and 
probability shows a value of 0.000 which is 
smaller than the level of confidence α = 5% 
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(0.000 < 0.05) so this can prove that the variable 
number of large and medium manufacturing has 
a significant effect on the demand for Sumatra 
Province labor North which means H1 is 
accepted and H0 is rejected. The number of large 
and medium manufacturing coefficients is 
0.724130, which means that each increase in the 
number of industries by 1 percent will increase 
labor demand by 0.724130 percent with the 
assumption that the investment variable, 
minimum wage of regency/city and GRDP are 
considered to be zero, meaning there is no 
increase or decrease. 
Minimum wage of regency/city variable has a t-
statistic of -1.314806 and probability shows a 
value of 0.0191 which is smaller than the 
confidence level α = 5% (0.0191 < 0.05) so this 
can prove that Minimum wage of regency/city 
variables have a significant effect on the demand 
for labor in North Sumatra Province which 
means H1 is accepted and H0 is rejected. The 
Minimum wage of regency/city variable 
coefficient is -0.247051, which means that every 
increase in Minimum wage of regency/city of 1 
percent will reduce labor demand by -0.247051 
percent assuming the investment industry sector 
variable, number of large and medium 
manufacturing and GRDP are considered to be 
zero, meaning there is no increase or decrease. 
This is in line with the opinion of Kuncoro 
(2001) that the quantity of labor demanded will 
decrease as a result of rising wages. It is also in 
line with Ehrenberg's (1998) research stating that 
if there is an increase in the average wage level, 
it will be followed by a decrease in the number 
of workers requested. 

4. GRDP variable has a t-statistic of 3.451348 and 
probability shows a value of 0.0008 which is 
smaller than the level of confidence α = 5% 
(0.0008 < 0.05) then this can prove that the 
GRDP variable has a significant effect on the 
demand of North Sumatra Province workers 
means H1 is accepted and H0 is rejected. The 
GRDP variable coefficient is 0.628250, which 
means that every increase in GRDP of 1 percent 
will increase labor demand by 0.628250 percent 
with the assumption that the investment industry 
sector variable, number of large and medium 
manufacturing and minimum wage of 
regency/city is considered to be zero, meaning 
that there is no increase or decrease. This is in 
line with the opinion of Todaro (2000) which 
states that population growth and labor force 
growth are traditionally considered as one of the 

positive factors that spur economic growth 
(GRDP). 
 

4.2.2 F-Statistics Test 
To test whether the independent variable has a 
simultaneous effect on the dependent variable, the F-
test is used by looking at probability and F-statistics. 

The hypothesis is as follows: 
H1: Investment industry sector, number of large and 

medium manufacturing, Minimum wage of 
regency/city, and GRDP together have a 
significant effect on the demand labor in the 
North Sumatra Province for the period 2014-
2016. 

H0 : Investment industry sector, number of large and 
medium manufacturing, Minimum wage of 
regency/city, and GRDP does not affect the 
demand for labor in the Province of North 
Sumatra for the period 2014-2016. 

 
The F-statistic Result value is 64,887 with a 

probability of 0.0000 which means it is smaller than 
α = 5%. The probability value of F-Statistics is 
smaller than α = 5%, then H1 is accepted and H0 is 
rejected so it can be concluded that together the : 
Investment industry sector, number of large and 
medium manufacturing, Minimum wage of 
regency/city, and GRDP have a significant effect of 
64,887 on the demand for provincial labor North 
Sumatra 2014-2016 period. 
 
4.2.3 Determination Coefficient Test Results (R2) 
According to Gujarati and Porter (2012), the 
coefficient of determination (R2) is used to measure 
the goodness of fit of a regression line. This value 
shows how much influence the independent 
variables together can provide an explanation of the 
dependent variable, where the coefficient of 
determination (R2) is between 0 to 1 (0 ≤R2 ≤1). 
The smaller R2 approaches 0, meaning that the 
smaller the influence of the independent variable on 
the dependent variable. Conversely, if R2 
approaches 1, it indicates the stronger influence of 
independent variables on the dependent variable. 

Based on the results of the panel data analysis of 
R Square the determination coefficient is 0.734. This 
means that 73 percent of the demand labor in 33 
(thirty three) regencies / cities in the Province of 
North Sumatra in the 2014-2016 period can be 
explained by Investment industry sector, number of 
large and medium manufacturing, Minimum wage of 
regency/city, and GRDP. While the remaining 27 
percent is explained by other variables not examined 
in this study. 
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5 RESULTS 

Based on the results of the analysis that has been 
carried out regarding the factors that affect the 
demand for labor in the food, beverage and tobacco 
industries in the Sumatran province, the following 
conclusions are obtained: 
a. Investment Industry Sector has a positive and 

significant effect on the demand labor in North 
Sumatra Province. This means that the increase 
in investment in the industrial sector causes 
demand for labor in the food, beverage and 
tobacco industries to also increase. 

b. The number of large and medium manufacturing 
has a positive and significant effect on the 
demand labor in North Sumatra Province. This 
means that the increasing number of industries 
causes the demand labor food, beverage and 
tobacco industries to also increase. 

c. Minimum Wages of regencycity have an effect 
on negatively influencing the demand for labor 
in North Sumatra Province. This means that the 
increase in minimum wages causes the labor 
demand food, beverage and tobacco industries to 
decline and vice versa. 

d. GRDP has a positive and significant effect on the 
demand labor in North Sumatra Province. This 
means that increasing GRDP causes the demand  
labor food, beverage and tobacco industries will 
also increase. 

 

6 CONCLUSIONS 
Based on the results of the testing and the following 
discussion some suggestions were made regarding 
the results of the study: 
a. Private investment as a source of development 

funding needs to be increased by increasing the 
provision of facilities to encourage private 
investment. The facilities in question are: clear 
regional regulations on investment, ease of 
investment, providing clear and accurate 
information about investment opportunities, 
making maps of regional potential, establishing 
integrated service units in the regions to facilitate 
the service of making business licenses and no 
less important conducive climate for private 
investment such as security. 

b. District / city governments in North Sumatra 
Province are expected to continue to increase 
minimum wage of regency/city so that the 
community can meet their needs. 

c. In addition to investment, the number of large 
and medium manufacturing, minimum wage of 
regency/city and GRDP there are other factors 

related to labor demand such as credit interest 
rates, real GRDP, industrial output values and 
others that might be used as additional variables 
for further research. 
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Abstract: Stock market efficiency is a very important study, because an inefficient market allows the 

market authorities to consistently obtain an abnormal return indicated by stock returns showing 
predictable behavior or not following a random walk pattern. The purpose of this study is to find 
out whether stock returns on the Indonesia Stock Exchange are random walk evidenced from 
non-parametric tests (runs test) and parametric tests (unit root test). This study uses 34 samples, 
namely the issuer in the LQ45 index, with the study period from January 2011 to December 
2016. The data used in this study is the LQ45 index weekly stock closing price from January 
2011 to December 2016 obtained from the publication report Indonesia stock exchange. This 
study using a significance level of 5%. The analytical method used is non-parametric test (run 
test and phillips perron test) and parametric test (unit root test and autocorrelation function test). 
The result of the research shows that stock return of Indonesia Stock Exchange are not random 
walk or inefficient in weak form. 

 
 
1 INTRODUCTION 

Disclosure of information is a reflection of an 
efficient capital market. Where the efficient market 
theory proposed by fama defines the efficiency of 
the capital market as a market where prices fully 
reflect all available information (Fama, 1970).  The 
faster the new information is reflected in the price, 
the more efficient the capital market. Thus the 
presence of information has an important role in 
stock trading in capital markets conducted by 
investors. This information is needed in making 
decisions related to the selection of investment 
portfolios that provide the highest level of profit 
with a certain level of risk (Setiawati, 2013). 

If the equity markets work efficiently, the price 
would indicate the intrinsic value of the shares and 
in exchange, limited savings will be allocated to 
productive investment sector in an optimal way in a 
way that will provide a stream of benefits for 
individual investors and the national economy as a 
whole (Copeland and Weston, 1988). Thus there is 
no opportunity to obtain information that allows 
market authorities to consistently gain an abnormal 
return, because market returns show unpredictable 

behavior (Khairunnisa, 2015). Conversely, if an 
inefficient capital market can complicate various 
parties (Rahman, 1991), ie issuers difficulty in 
measuring the maximum shareholder wealth. 
Whereas for investors, of course, many will suffer 
because inefficient market conditions make a lot of 
manipulation that can be done to increase stock 
prices. Lastly, with this can prompt investors to 
reduce their investment in the stock market because 
they would have had difficulty detecting the return, 
risk and liquidity of the company's stock is traded. 
Therefore it becomes very important to make 
efficient capital markets, efficient capital market can 
be created with a lot of competition among 
investment analysis for investment analysis leads to 
a situation where at any time, the stock price 
indicates that the actual value. The more the number 
of financial analysts and the competition between 
them will make the price of the securities fair and 
reflect all the relevant information in which the 
analyst will attempt where the analyst will attempt to 
obtain as comprehensive information as possible 
compared to other analysts with the closest possible 
analysis that will make the price of the securities fair 
or in other words, the stock prices reflect all 
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available information and make adjustments to fully 
and rapidly to new information (Husnand, 2005). 

The idea of testing the efficiency of the market 
as the information contained in efficient market 
hypothesis. Fama divides the efficient market 
hypothesis into three categories: first, the strong 
form market efficiency hypothesis is to answer the 
question of whether investors have private 
information that is not reflected in the price of 
securities. Second, the semi strong form efficiency 
market hypothesis is how quickly the price of a 
security reflects the published information. Third, 
the weak form efficiency market hypothesis is how 
strongly historical information can predict future 
returns. This hypothesis is known as Random Walk 
Hypothesis (RWH) states that the current price of 
securities fully reflects the information contained in 
the historical price. Therefore, the best predictor of 
future prices is the current price. It is not possible for 
investors to design profitable strategies based on the 
prices of securities in the past. The capital market 
will be more efficient in a weak form if the 
prediction rate is lower, so the current stock market 
price is independent of the stock market prices in the 
past. In other words, the efficient market forms weak 
if the stock price follows a random walk process. To 
test the efficiency of weak form, it is necessary to do 
random walk hypothesis (RWH) test considering the 
relation between current and past stock price 
(Fawson. et.al, 1996; Ananzeh, 2016; Arora, 2013; 
Okpara, 2010; Borges, 2010; Shaker, 2013) 

From three forms of testing efficiency in the 
information market, the discussion in this study 
focused on the weak form market efficiency testing 
or return predictability test, because most of the 
research in the market efficiency hypothesis (EMH) 
focuses on the weak form level, because if the 
research results do not support weak form market 
efficiency, testing at the next level is useless 
(Gimba, 2010; Ikechukwu, 2015; Phan & Zhou, 
2014). The Indonesian capital market is a capital 
market that was established since the Dutch 
occupation in Indonesia under the name Vereniging 
Voor de Effekteenhundel in 1912 in Batavia with the 
aim of raising funds to support the expansion of the 
Dutch Colonial plantation business. But it stopped 
when World War I and II happened and was 
reactivated in 1977 and a few years later the capital 
market experienced growth. Indonesian capital 
market over the last 5 years have improved 
performance. This is reflected in the JCI, which is 
shown in Figure 1. 
 
 

 
 
 
 
 
 
 
 
 
 
 
 
 

Figure 1: JCI Developments for the Last 5 Years 
 
In theory emerging countries tend to be inefficient. 
Claessens et al believe that there are several 
motivations behind attempting to test efficiency in 
emerging countries (Claessens  et al, 1993). First, 
domestic and foreign investors do not really like to 
invest in the stock market in emerging countries 
because there are inefficiencies. For example, the 
thin market in Africa is often considered the subject 
of insider manipulation and consequently makes 
foreign investors lose [Magnusson and Wydick, 
2002). If the inefficiency of the market continues to 
the stage only individuals or certain companies are 
entitled to exclusive information or insider trading, 
certainly not encouraging domestic and foreign 
investors to approach the market. Second, the 
efficiency test is trying to give an assessment of the 
effectiveness of the role played by the market, as an 
example of a role in asset allocation. 

2 METHODS 

The type of research used in this study is 
explanatory research.  In this study the researchers 
tested a theory that has been tested empirically by 
previous researchers. In this context, the variables 
tested related to the weekly stock price movement of 
the period January 1, 2011 to December 31, 2016. 
The data used in this study is the weekly data from 
the stock exchange LQ45 index from January 2011 
until December 2016. The sampling technique was 
conducted by purposive sampling method are taken 
based on certain criteria, that are: 
1. Number of issuers listed in the LQ 45 Index. 
2. Issuers are not consistently listed in the LQ 45  

Index during  the year 2011-2016 
3. Issuers incomplete publish weekly stock price 

LQ 45 Index during the year 2011-2016 
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Based on the criteria established, then obtained 34 
sample data with the number of observations is 8160 
obtained from 34 x 240 (multiplication of the 
number of samples with the study period ie weekly 
during the year 2011-2016). The main variable in 
this study is a weekly return of stocks from 34 
companies listed in the LQ-45 for the period January 
2011 to December 2016, by formula: 

Z" =
$%&$%'(
$%'(

× 100%    (1) 

Description: 
Zt = return 
Pt = current close price 
Pt-1= previous stock closing price 
 
2.1 Data analysis method  
Data analysis method used in this research non 
parametric test (runs test) and parametric test (unit 
root test and autocorrelation function test). 
 
2.2.1 Non parametric test 
1. Runs Test 
Runs test is non parametrik test for serial 
dependence in the stock returns, which designed to 
examine whether or not an observed sequences is 
random (campbell et al,1997; Gujarati, 2003). With 
the following equation: 

𝜇 = .(.01)&∑ 45
67

58(
.

   (2) 
 

𝑍 = :;±=,?&@
AB

C   (3) 

Description: 
N = total number of observations 
ni = the number of price changes (returns) in each 
category 
Z= standard normal Z-statistics  
r  = number of  actual runs;  
µ = number expectations of runs,  
 
Hypothesis testing criteria: 
H0: market is weak form efficiency  
H1: market is not weak form efficiency  
 
If  the Z-statistic is less than 1% and ρ value  also 
less than 5% level of significance, then we reject the 
null hypothesis which mean market is not weak form 
efficiency. 
2. Phillips perron (PP) test 
PP test is a non parametric test from the unit root test 
conception. The PP test forces a non paremetric 
correction to the t-test statistic and corrects for any 
serial correlation and heterocedasticity in the error 

term (εt) of  the regression test by directly modifying 
the tests statistic (Hasan, 2015). 

∆𝑌F = α + β" + γY"&1 +  𝜀F      (4) 

Where, α = constants, β = coefficient of time trend, 
and  Y is parameter and ε_t= error term. 
 
Hypothesis testing criteria: 
H0: stock returns are not stationary (random) 
H1: stock returns are stationary (not random) 
 
If the value of Phillips perron test statistic (tα) 
Statistics greater than 1%, 5% & 10% of critical 
value and ρ value greater than 5% then we accept 
the null hypothesis which mean stock returns are 
random (market is weak form efficiency). 
 
2.2.2 Parametric test 
1. Unit root test  
Unit root test is used to see whether the data random 
or not. With the following equation: 

∆𝑌F = α+ β" + γY"&1 + 𝛿F∆𝑌F&1 + 𝛿N∆𝑌F&N0𝜀F   (5) 

Description: 
α = constants 
β = coefficient	of	time	trend 
𝛿 = parameter 
𝜌 = lag order of the autoregressive process 
∆Y = First Difference series of Y 
ε = error term 

Hypothesis testing criteria: 
H0: stock returns have a unit root (random) 
H1: stock returns have not a unit root (not random) 
 
If the value of Augmented Dickey Fuller test 
statistic (tα) greater than 1%, 5% & 10% critical 
value and 𝜌 value greater than 5% then we accept 
the null hypothesis which mean stock returns are 
random (market is weak form efficiency). 

1. Autocorrelation function test (ACF).  

Auto autocorrelation function test is examine to 
identify the degree of autocorrelation in a time 
series. With the following equation: 
 

𝜌^ =
_`
_a
	    (6) 

 
Where 𝜌^ is autocorrelation function, 𝛾^ is 
covariane on laq k and 𝛾=  is variance. 
 
Hypothesis testing criteria: 
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H0: no autocorrelation for stock returns of LQ45 
index (market is weak form efficiency) 

H1: there is autocorrelation for stock returns of 
LQ45 index (market is inefficient in weak form) 
 
If the autocorrelation function (AC) value heading to 
zero and ρ value is less than 5% level of 
significance, then the null hypothesis is rejected. 
Therefore the historical returns can be used to 
predict future returns and this element indicates that 
the weak form of market efficiency does not hold. 

3 EMPERICAL RESULT 

In data analysis method used in this research are 
testing the weak form efficiency on the Indonesia 
Stock Exchange, this study uses non-parametric test 
that is runs test & phillips perron test and parametric 
test that is unit root test and autocorrelation function 
test. 
1. Runs test 
Runs test is a non parametric test for serial 
dependence in stock return, designed to test whether 
the sequence observations are random or not.  
 

Table 1: Results of runs test LQ45index 

Result 
(average

) 

Number of 
Observation 

10469 

Cases < Test Value 153.2059 
Cases >= Test Value 154.7059 

Number of Runs 642 
Z -15.5346 

𝜌 value 0,00 
 
Based on table 1 it shows that the output result show 
that Z-statistic less than 1% and ρ value also less 
than 5% level of significance, then we reject the null 
hypothesis which mean the market is not weak form 
efficiency. 
2. Phillips perron (PP) test 
PP test is a non parametric test from the unit root test 
conception. 
 

Table 2: Results of phillips peron test LQ45index 

Result 
(Average) 

Level 1st Difference Probability 
The ADF 
statistic 

-19.915 

0,00 

Critical 
value at 1% 

 
-3,451561 

Critical 
value at 5% 

 
-2,870774 

Critical 
value at 10% 

 
-2,571761 

Based on table 2 that the output result show the 
Phillips perron test statistic (tα) less than critical 
value at the 1%, 5% & 10% level of significance and 
ρ value also less than 5% level of significance, then 
we reject the null hypothesis which mean stock 
returns are stationary (market is not weak form 
efficiency). 
3. Unit Root Test 
This test is used to see whether the time series data 
being analyzed is stationary (not random) or not 
stationary (random). The results of unit root test 
show in table 2. 
 

Table 3: Results of unit root test LQ45ind 

Result 
(Average) 

Level 1st Difference Probability 
The ADF 
statistic 

 
-19.77776 

0,00 

Critical 
value at 1% 

 
-3,451561 

Critical 
value at 5% 

 
-2,870774 

Critical 
value at 

10% 

 
-2,571761 

 
Based on table 3 that the output result show the 
ADF-statistic (tα) less than critical value at the 1%, 
5% & 10% level of significance and ρ value also 
less than 5% level of significance, then we reject the 
null hypothesis, this gives the same conclusion to the 
previous test is the market is not weak form 
efficiency. 
4. Autocorrelation function test (ACF) 
Auto autocorrelation function test is parametric test 
examine to identify the degree of autocorrelation in 
a time series. 
 
Table 4: Results of autocorrelation test LQ45index 

laq AC Q-Stat Prob 
1 0.941 275.66 0.000 
2 0.895 525.61 0.000 
3 0.856 755.19 0.000 
4 0.824 968.61 0.000 
5 0.804 1172.4 0.000 
6 0.786 1367.5 0.000 
7 0.762 1551.8 0.000 
8 0.743 1727.4 0.000 
9 0.725 1895.3 0.000 
10 0.710 2056.8 0.000 

Based on table 4 it shows that AC value towards 
zero and ρ value less than 5%, then we reject the 
null hypothesis which is mean the market is not 
weak form efficiency or the historical returns can be 
used to predict future returns. 
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4 CONCLUSIONS 

The result of this study shows that the testing of 
weak form efficiency market on Indonesia Stock 
Exchange (BEI) during the period of January 2011 
to December 2016 by using non parametric test is 
runs test & phillips perron test and parametric test is 
unit root test and autocorrelation function test, 
jointly reject the null hypothesis or in other word 
Indonesia Stock Exchange is inefficient in weak 
form, this indicates that investors who use technical 
analysis can exceed the market returns because 
future return can be predicted by historical return. 
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Abstract: This study aims to analyze the factors that effect Micro Small and Medium Enterprises income in Indonesia 
by using the Ordinary Least Square (OLS) method. The source of data were Bank Indonesia and The 
Cooperative Ministry in 2010:1 – 2017:4. The results of data analysis indicates that: (1) Bank credit 
distribution has a positive and not significant effect on Micro Small and Medium Enterprises income in 
Indonesia, (2) Micro Small and Medium Enterprises Labor has a positive and significant effect on Micro 
Small and Medium Enterprises income in Indonesia, (3) Interest rate has a negative and significant effect on 
on Micro Small and Medium Enterprises income in Indonesia. 

1 INTRODUCTION 

The era of reform, the economy was built on the 
basis of a populist economic system. The main 
components of the people's economic system are 
human resources as consumers, as workers, and as 
entrepreneurs. Thus a populist economic system is 
an economic order that provides the widest 
opportunity for employment and effort for the 
community to achieve an even and equitable welfare 
improvement. Concretely, efforts to improve the 
community's economy must be carried out in various 
programs, including the development of Micro, 
Small and Medium Enterprises (MSMEs). 

MSMEs are the key to economic growth because 
they can help the recovery of the economy with 
income earned (Brașoveanu and Bălu, 2014). 
According to Law Number 20 of 2008 Definition of 
Micro, Small and Medium Enterprises is a business 
carried out by individuals or groups of people on a 
small scale. The law also emphasizes that micro-
enterprises are one form of productive business 
owned by individuals and / or individual business 
entities that conform to the criteria of micro-
enterprises. 

Furthermore, it is also explained about small 
businesses, namely a form of independent business 

that is carried out by people per group or group of 
people or business entities that are not subsidiaries 
or branches of companies owned, controlled or 
become a part, either directly or indirectly from 
medium-sized businesses or large businesses that 
meet the criteria of small businesses. Whereas the 
definition of a medium business is a productive 
economic enterprise that is independent, carried out 
by individuals or business entities that are not 
subsidiaries or branches of the company owned, 
controlled, or become the amount of net assets or 
proceeds of sales as stipulated in Law Number 20 In 
2008. 

Based on data from the Ministry of Cooperatives 
and Small and Medium Enterprises of the Republic 
of Indonesia in 2011-2017, MSME revenue growth 
has fluctuated from year to year. The highest income 
growth occurred in 2016 amounting to 67.98% and 
the lowest growth occurred in 2017 at 4.68%. 
According to the 2016 World Business Activity 
Survey conducted by Bank Indonesia, MSME's 
rapid revenue growth in 2016 was due to the easier 
access to bank loans supported by lower interest 
rates, increased demand for goods and services, and 
an increase in the number of workers in several 
important sectors. 
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Whereas in 2017, there was a decline in MSMEs 
revenue growth in Indonesia due to a slowdown in 
business activities mainly due to the decline in 
business activities in the agriculture, plantation, 
livestock, forestry and fisheries deposits due to 
seasonal factors and unfavorable weather conditions, 
decreased activity industrial sector business, and the 
decline in the number of workers in the fourth 
quarter of 2017. 

 

 
 

Figure 1: MSME Income Growth in Indonesia in 2011-
2017 

 
Based on the production theory, the factors that 

influence the increase in production associated with 
increased income are capital and labor (Sukirno, 
2014). Since the 1970s, the Indonesian government 
has facilitated the distribution of funds to the 
MSMEs sector which began with two credit schemes 
from Bank Indonesia, namely Permanent Working 
Capital Credit (PWCC) and Small Investment Credit 
(SIC). 

In addition, Bank Indonesia has issued Bank 
Indonesia Regulation (BIR) Number 3/2/PBI/20011 
which requires banks to provide 20 percent of their 
total loans to small businesses. The regulation was 
issued to encourage banks to increase the 
distribution of funds to the MSMEs sector which is 
used as capital. 

The following are data on bank credit 
dictribution, MSMEs labor, interest rate and 
MSMEs income in Indonesia in 2014: 1-2017: 4: 

Table 1: Bank Credit Distribution, MSMEs Labor, Interest 
Rate and MSMEs Income in Indonesia 2014:1-2017:4 

Years 
MSME 
Income 
(Billion) 

Bank 
Credit 

Distributi
on 

(Billion) 

MSME 
Labor 

(Million) 

Interest 
Rate 
(%) 

2014-1 374.92 637.52 27.82 7.5 

2014-2 380.78 669.28 28.27 7.5 

2014-3 387.15 683.02 28.75 7.5 

2014-4 394.04 694.97 29.28 7.67 

2015-1 270.04 702.85 30.71 7.58 

2015-2 330.53 735.37 30.98 7.5 

2015-3 444.10 752.36 30.93 7.5 

2015-4 610.74 797.84 30.59 7.5 

2016-1 1,090.56 815.33 28.62 7 

2016-2 1,259.33 851.98 28.19 6.67 

2016-3 1,377.15 868.25 27.99 5.58 

2016-4 1,444.00 898.04 28.01 4.75 

2017-1 1,459.90 888.37 28.25 4.75 

2017-2 1,424.84 992.47 28.71 4.75 

2017-3 1,338.82 942.69 29.39 4.5 

2017-4 1,201.84 976.40 30.30 4.25 

Source: Bank Indonesia, Ministry of Cooperatives and Small and 
Medium Enterprises of the Republic of Indonesia 

 
Based on table 1 above, in 2014: 4, when interest 

rates rose to 7.67%, bank lending also rose to 694.97 
Billion and MSMEs income continued to increase. 
In fact, when interest rates should rise, bank lending 
falls which results in a decline in MSMEs income in 
Indonesia. 

In 2016: 1-2016: 3, when the number of workers 
fell, MSMEs income continued to increase. In fact, 
the decline in the number of workers affects the 
production process. Then, in 2017: 1, when interest 
rates fell to 4.5%, bank lending fell to 942.69 Billion 
and MSMEs income continued to increase. In fact, 
when interest rates have dropped, bank lending has 
risen which has resulted in increased MSMEs 
income in Indonesia. 

Because of the phenomena that contradict the 
theory, it is interesting to do further research on the 
factors that influence the income of MSMEs in 
Indonesia. The purpose of this study is to find out 
what factors influence the income of MSMEs in 
Indonesia in 2010: 1-2017: 4. 

 

2 THEORETICAL FRAMEWORK 

According to Sukirno (2014), production theory in 
economics distinguishes its analysis from two 
approaches, namely: 
1. Production Theory with One Factor Changed 
Production theory with one factor changes explains 
the relationship between the level of production of 
goods produced based on the amount of labor used. 
In the analysis of production theory with one factor 
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changes only the amount of labor can be changed in 
number. 

Then the production function can be expressed as 
follows: 

Q = f (L)       (1) 
Where: 
L = The Amount of Labor; 
Q = The Amount of Production Produced. 

 
2. Production Theory with Two Factors Change 
According to Pracoyo and Pracoyo (2006), the 
theoretical concept of long-term production is if all 
the production factors used in the production process 
are variable. The concept of long-term production 
theory uses 2 variable inputs. According to Akhmad 
(2014), the production theory with two changing 
factors is a combination of labor and capital change. 
In this case, how changes in producer behavior 
choose the combination of labor and capital to 
produce the same output is explained by the isoquant 
and isocost curves. 

 
a. Isoquant 
According to Akhmad (2014), isoquant is a curve 
that describes various combinations of the use of 
two types of variable inputs efficiently with a certain 
level of technology to produce the same level of 
production. So production analysis with two factors 
(all factors) input is a variable, both capital and 
labor. 

Then the production function can be expressed as 
follows: 

Q = f (K, L)      (2) 
Where: 
K = The Amount of Kapital; 
L = The Amount of Labor; 
Q = The Amount of Production Produced. 
 
The isoquant curve can be described as follows: 

 
Figure 2: The Isoquant Curve 

 
Caption: Isokuan shows a combination of 2 inputs 
namely capital and labor which can be used to 
produce the same level of output. Each point on the 
isoquant curve shows various combinations of the 
same input which can produce the same output. The 

farther from the origin (upwards), the more output 
will be generated, because the use of input increases. 
 
b. Isocost 
In carrying out production activities, producers have 
problems regarding limited funds to allocate a 
number of inputs. The limitations of these funds are 
shown in a curve called isocos. According to 
Pracoyo and Pracoyo (2006), Isokos is a curve that 
describes the combination of two inputs that require 
the same cost. 

If it is assumed that producers only use two 
inputs in their production, namely labor and capital, 
the production costs that must be spent are: 

TC = rK + wL     (3) 
Dimana: 
r = Rent; 
K = The Amount of Kapital; 
w = Wage; 
L = The Amount of Labor. 

 
The isocost curve can be described as follows: 

 
Figure 3: The Isocost Curve 

 
Caption: The isocos curve shows various 
combinations of 2 inputs, namely capital and labor 
used to produce output at the same cost. If the 
producers' funds change, while the price of the two 
inputs is fixed, the isocos will shift parallel to the 
previous one, because it has the same slope. If the 
price of one or both inputs changes, while the funds 
held are fixed, the slope of the isocos will change. 

In this study, the amount of production is 
considered as income earned by MSMEs from 
capital (bank credit), labor and interest rates that 
have been empirically proven by other researchers. 

According to Kasmir (2014), the more loans 
channeled, the better, especially in terms of 
increasing income. Thus, it can be said that credit 
distribution has a positive effect on income. 

According to Sindani's (2018) research on the 
effect of trade accounts receivable financing on the 
growth of SMEs in Kakamega District, Kenya with 
OLS estimation (Ordinary Least Square), the result 
is trade receivables financing positively and 
significantly affects SME growth in Kakamega 
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District, Kenya individually without include other 
factors. 

Whereas according to research conducted by 
Nwosa and Oseni (2013) about the impact of bank 
loans on SMEs in the manufacturing sector in 
Nigeria with estimation of ECM (Error Correction 
Mode), the result is bank loans have no significant 
effect both in the short and long term for SMEs in 
the manufacturing sector in Nigeria. 

In addition to lending, labor is an important 
factor in production, because labor is the driving 
force of other input factors, without the presence of 
labor, other production factors will not stop. 
According to Todaro (2000) labor force growth is 
traditionally regarded as one of the positive factors 
that spur economic growth, a greater number of 
labor means that it will increase the level of 
production. 

According to Maryati (2014) about the role of 
Sharia Community Financing Banks in the 
development of MSMEs and rural agribusiness in 
West Sumatra, the result is large productive 
financing and business assets that have a significant 
and positive effect on the value of business 
production, while labor has a significant and 
negative effect on business production. 

Meanwhile, according to research conducted by 
Ulrich and Cyrille (2016), we examine the effect of 
commercial bank credit on SME income in 
Cameroon: Empirical evidence from 1980-2014 with 
OLS (Ordinary Least Square) estimates. The result 
is that the stock of capital and labor has a positive 
impact on the income of SMEs in Cameroon. Also 
revealed that commercial bank loans and real 
interest rates have a negative and significant impact 
on the income of SMEs in Cameroon. 

According to Mishkin (2008) the stability of 
interest rates is highly expected, because the stability 
of interest rates also encourages financial market 
stability so that the ability of financial markets to 
channel funds from people who have the opportunity 
to produce investment can run smoothly and 
economic activity also remains stable. When interest 
rates are low, the more funds flow, resulting in 
increased economic growth and vice versa (Sundjaja 
and Berlian, 2003). 

 
 

3 RESEARCH METHOD 

This type of research is quantitative research using 
secondary data from 2010: 1-2017: 4. Data on bank 
creding distribution in billion rupiah units is 
obtained from Bank Indonesia and interest rates in 

percent units are obtained from Bank Indoensia. The 
MSMEs labor in units of millions per person was 
obtained from the Ministry of Cooperatives and 
Small and Medium Enterprises of the Republic of 
Indonesia and MSMEs income in billion units was 
obtained from the Ministry of Cooperatives and 
Small and Medium Enterprises of the Republic of 
Indonesia 

The analytical method used in this study is 
Multiple Regression Analysis where regression 
analysis is known as Ordinary Least Square (OLS) 
analysis with classic assumption tests, namely 
normality test, mutlikollinearitas test and 
heteroscedasticity test. The hypothesis test 
conducted is t test, F test and R2 test. 

The following is a multiple linear regression 
equation: 

Y = β0 + βlX1 + β2X2 + β3X3 + ei   (4) 
Where:  

Y = MSMEs Income;  
X1 = Bank Credit Distribution;  
X2  = Labor;  
X3  = Interest Rate;  
β0  = Parameter Constants; 
β1  = Bank Credit Distribution Regression 
    Coefficient; 
β2  = Labor Regression Coefficient;  
Β3  = Interest Rate  Regression Coefficient; 
ei  = Disturbance Error. 
 

4 ANALYSIS 

4.1 Classic Asumption Test 
4.1.1 Normality Test 
The normality test is used to test whether in the 
regression model, the independent variable and the 
dependent variable are normally distributed or not. 
A good regression model is if the data distribution is 
normal or near normal. Tests are carried out using 
the Jarque Bera Test or J-B Test. The following are 
the results of the normality test: 
  
 
 
 
 
 
 
 
 
Data is processed with eviews 9  

Figure 4: Result of Normality Test 
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Based on the data above, Jarque-Bara value is 
3.267716 with p value of 0.195175 > 0.05, it can be 
concluded that the data used is normally distributed. 
 
4.1.2 Uji Multikolinearitas 

Multicollinearity is the condition of a linear 
relationship between independent variables. 
Multicollinearity testing uses a variance inflation 
factor (VIF). If the VIF value of a variable is not 
more than 10, then the variable does not multiply 
with other variables in the model (Gujarati, 2003). 

The following are the results of the 
multicollinearity test: 

Table 2: Result of Multicollinearity Test 

Variance Inflation Factors  

Date: 12/03/18   Time: 01:49  

Sample: 2010Q1 2017Q4  

Included observations: 32  

 Coefficient Uncentered Centered 

Variable Variance VIF VIF 

C  203.6926  47769.19  NA 

LNBCD  0.006453  274.5416  1.201890
LNSMEs_

L  0.737744  50684.12  1.206438

IR  0.004360  42.48433  1.015031
Data is processed with eviews 9  

 
Based on the data above, it shows that the VIF 

values of all variables are less than 10. This means 
that all variables in this study are not 
multicolinearity with other variables in the model. 

 
 
4.1.3 Heteroscedasticity Test 

Heteroscedasticity aims to test whether in the 
regression model there is an inequality of variance 
from the residual one another observation. A good 
regression model is homoschedasticity or 
heteroscedasticity does not occur. 

Table 3: Result of Heteroscedasticity Test 

Heteroskedasticity Test: Breusch-Pagan-Godfrey 

F-statistic 0.805684 Prob. F(3,28) 0.5013 

Obs* R-squared 2.542840 Prob. Chi-Square(3) 0.4676 
Scaled explained 

SS 2.508726 Prob. Chi-Square(3) 0.4737 
Data is processed with eviews 9  

Based on the data processing above, where the 
value of p value is indicated by the value of the 
Prob. chi square (3) in Obs * R-Squared which is 
equal to 0.4676. Because the p value is 0.4676> 
0.05, it can be concluded that there is no problem of 
heteroscedasticity. 

 
4.2 Ordinary Least Square (OLS) Test 

This study uses multiple linear regression with an 
estimation model of Ordinary Least Square (OLS). 
The following are the results of Ordinary Least 
Square (OLS) calculations: 
 

Table 4: Result of Ordinary Least Square (OLS) Test 
Dependent Variable: LNSMEs_Income  

Method: Least Squares   

Date: 12/03/18   Time: 01:35   

Sample: 2010Q1 2017Q4   

Included observations: 32   

Variable Coefficient Std. Error t-Statistic Prob.  

C -49.50241 14.27209 -3.468477 0.0017

LNBCD 0.053353 0.080329 0.664183 0.5120

LNSMEs_L 3.759710 0.858920 4.377251 0.0002

IR -0.387454 0.066027 -5.868097 0.0000

R-squared 0.660139 Mean dependent var 13.09665 

Adjusted R-
squared 

0.623725 S.D. dependent var 0.602193 

S.E. of 
regression 

0.369393 Akaike info criterion 0.962557 

Sum squared 
resid 

3.820632 Schwarz criterion 1.145774 

Log 
likelihood 

-11.40091 Hannan-Quinn criter. 1.023288 

F-statistic 18.12885 Durbin-Watson stat 0.443552 

Prob(F-
statistic) 

0.000001    

 
Based on the data in table 2 above, the Ordinary 

Least Square (OLS) equation is obtained: 
Y  = β0+β1X1t+β2X2t +β3X3t +et  
Y = -49.50241 + 0.053353 X1 + 3.759710 X2 –  
 0.387454 X3 
 

This means that bank lending has a positive 
effect on MSME income in Indonesia, labor has a 
positive effect on MSME income in Indonesia and 
interest rates have a negative effect on MSME 
income in Indonesia. 
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4.3 Hypothesis Test 

4.3.1 F-Test  

This test aims to see whether there is a significant 
influence between independent variables on the 
dependent variable simultaneously or together. In 
the context of this study, this simultaneous testing 
wanted to see whether the variables of Banking 
Credit Distribution, MSMEs Labor and Interest Rate 
had an effect on MSMEs Income or not. To see 
whether or not the influence of the independent 
variables on the dependent variable is seen from the 
significance value. If the significance value is < 
alpha, then there is a significant effect between the 
independent variables on the dependent variable. 
And vice versa, if the value of sig. > alpha, then 
there is no significant effect between the 
independent variables on the dependent variable.  

After testing, it can be seen from Table 4. above, 
the results of the significance value are 0.000001 
<0.05, which means that independent variables 
(Bank Credit Distribution, MSMEs Labor and 
Interest Rate) have a significant effect on MSMEs 
Income or jointly influence revenue MSMEs, so that 
changes in MSMEs income can be explained by the 
independent variables tested. 

 
4.3.2 t-Test  

The t test statistic shows how far the influence of 
one free varaibel individually in explaining the 
variation of the dependent variable. To do the t test 
by Quick Look, is if the prob value < alpha then 
there is a significant effect between the independent 
variables on the dependent variable, and vice versa. 

 
a. The Bank Credit Distribution 

After testing using the eviews 9.0 application, it can 
be seen from Table 4. above, that the probability 
value for the bank lending variable is 0.5120 > 0.05. 
This shows that the variable of bank credit 
distribution does not have a significant effect on 
MSMEs income in Indonesia. The direction of the 
regression coefficient for the bank credit distribution 
variable is positive, the positive value has the 
meaning that the higher bank credit distribution will 
be followed by an increase in MSMEs income in 
Indonesia. 

The coefficient value of 0.053353 means that the 
value that will be obtained if bank credit distribution 
rises by 1 billion, it will be followed by an increase 
in MSMEs income of 0.053353 billion. Likewise, on 

the contrary, if there is a decrease in bank credit 
distribution of 1 billion, it will be followed by a 
decrease in MSMEs income of the same value, 
namely 0.053353 billion, cateris paribus. 

 
b. The MSMEs Labor 

Based on the results of the study, it shows that the 
probability value for the labor variable is 0.0002 < 
0.05. This shows that labor variables have a 
significant effect on MSMEs income in Indonesia. 
The direction of the regression coefficient for the 
labor variable is positive, the positive value has the 
meaning that the higher the number of workers it 
will be followed by an increase in MSMEs income 
in Indonesia. 

The coefficient value of 3.759710 means that the 
value that will be obtained if the amount of labor 
increases by 1 million people will be followed by an 
increase in MSMEs income of 3.759710 billion. 
Likewise, on the contrary, if there is a decrease in 
the amount of labor of 1 million people, it will be 
followed by a decrease in MSMEs income of the 
same value, namely 3.759710 billion, cateris 
paribus. 

 
c. The Interest Rate 

Based on the results of the study, it shows that the 
probability value for the interest rate variable is 
0.0000 < 0.05. This shows that the interest rate 
variable has a significant effect on MSMEs income 
in Indonesia. The direction of the regression 
coefficient for the interest rate variable is negative, 
the negative value means that the higher the interest 
rate will be followed by a decrease in MSMEs 
income in Indonesia. 

The coefficient value of -0.387454 means that 
the value to be obtained if the interest rate rises by 1 
percent will be followed by a decrease in MSMEs 
income of 0.387454 billion. Likewise with the 
opposite, if there is a decrease in the interest rate of 
1 percent, it will be followed by an increase in 
MSMEs income of the same value, which is 
0.387454 billion, cateris paribus. 
 

4.3.3 Determination Test (R2) 

Based on Table 4. above, it is known that the results 
of the data show that the value of R² obtained from 
the estimation results is 0.660139. This means that 
66.01 percent of the variation in MSME income is 
explained by the variable bank lending, MSME 
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labor and interest rates. While 33.99 percent is 
explained by other variables outside the model. 
 

5 RESULTS 

5.1 Effect of Bank Credit Distribution 
on MSMEs Income in Indonesia 

Based on the results of the study, it was shown that 
positive credit distribution for MSMEs income in 
Indonesia, but not significant. The effect of 
insignificant credit disbursement on MSMEs income 
in Indonesia with research conducted by Nwosa and 
Oseni (2013) on the effect of bank loans on SMEs in 
the manufacturing sector in Nigeria with estimation 
of ECM (Error Correction Mode), which is not 
significant bank loans in the long run short and long 
for the SME sector in Nigeria. 
 
5.2 Effect of Labor on MSMEs Income 

in Indonesia 

Based on the results of the study showed that labor 
has a positive and significant effect on MSMEs 
income in Indonesia. This is in accordance with the 
production theory which states that labor is a factor 
that affects production. If the number of workers 
increases, it will affect the amount of production that 
increases the income of MSMEs in Indonesia. 
 
5.3 Effect of Interest Rate on MSMEs 

Income di Indonesia  

Based on the results of the study indicate that 
interest rates have a negative and significant effect 
on MSMEs income in Indonesia. This is in line with 
the statement of Sundjaja and Berlian (2003) when 
interest rates are low, so more funds flow so that 
economic growth also increases and vice versa. 
Thus, Bank Indonesia must maintain the stability of 
interest rates, because it encourages financial market 
stability so that the ability of financial markets to 
channel funds from people who have the opportunity 
to produce investment can run smoothly and 
economic activity also remains stable. 
 

6 CONCLUSIONS 

MSMEs are the key to economic growth that can 
help the Indonesian economy from income earned 
by MSMEs. Based on the production theory, the 
main factor that helps increase income is capital and 

labor. The business capital obtained by MSMEs 
comes from bank lending. 

Based on the research that has been done, the 
results obtained are that bank lending has a positive 
and not significant effect on MSMEs income in 
Indonesia. MSMEs labor has a positive and 
significant effect on MSMEs income in Indonesia 
and interest rates have a negative and significant 
effect on MSME income in Indonesia. 
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Abstract: Audit judgment is a consideration of perceptions in responding to financial statement information obtained, 

added by factors from within an auditor. This study aims to analyze the influence of audit experience and 

gender on audit judgment. The population in this study were all auditors working in Semarang City Public 

Accounting Firm (KAP). The sample in this study was taken by convenience sampling method. From the 

population of 17 KAP, 10 KAPs were chosen as the study sample. The collected data was analyzed using 

regression and Multiple Regression Analysis. The results of this study indicate that audit experience and 

gender have a positive effect on audit judgment. Experience has a role in determining judgment for an auditor. 

The results of this study also indicate that audit judgments made by female auditors tend to be better than 

male auditors. 

1 INTRODUCTION 

Nowadays, the need for auditor services as an 
independent party cannot be denied, because these 
services are a necessity for users of financial 
statements to make a decision. Auditing work 
conducted by public accountants is not only for the 
benefit of their clients but also for other parties who 
use the audit report. In this case the auditor must have 
sufficient competence in order to maintain the trust of 
the clients and the users of the financial statements 
(Reheul et al., 2013). 

One of the big cases involving fraud has been 
experienced by Price Waterhouse Coopers (PwC) in 
India in 2009. A big case hit the audit profession, 
"Satyam" which is the fourth largest outsourcing 
information technology company in India. It has 50 
thousand employees spread across various IT 
development centers in Asian countries. In March 
2008, Satyam reported a revenue increase of 46.3 
percent to 2.1 billion US dollars. In October 2008, 
Satyam said that its revenue would increase by 19-21 
percent to 2.55-2.59 billion dollars in March 2009. 
Ironically, on January 7, 2009, Ramalinga Raju 
suddenly said that around 1.04 billion dollars of 
Satyam's cash and bank balances were fake (that 
amount was equivalent to 94% of Satyam's bank cash 
value at the end of September 2008). In his letter sent 
to Satyam's board of directors, Ramalinga Raju also 

admitted that he falsified the value of interest income 
received in advance, recorded liabilities lower than it 
should and inflated the value of receivables. On 
January 14, 2009, Satyam's auditor for the past 8 
years - Price Waterhouse India announced that the 
audit report was potentially inaccurate and unreliable 
because it was based on information obtained from 
Satyam's management (Brown et al., 2014). 

With regard to the scope of testing, determination 
of sample size and which items to test, judgment 
made by the auditor would have a great influence. 
The auditor's consideration in this case covers 
materiality, risk, costs, benefits, size and 
characteristics of the population. Therefore, if the 
auditor is not careful in determining their judgment, 
an error in the opinion statement can occur. Many 
factors can influence auditor judgment, including 
audit experience and gender (Ittonen et al., 2013). 

Based on the previous explanation, the author was 
motivated to carry out this study with reasons (1) the 
adoption of International Standards on Auditing 
(ISA) in financial report audits beginning on or after 
January 2013. This adoption is intended to increase 
global investor confidence in the quality of financial 
information in Indonesia, (2) the issued of No.5 
Public Accountants Law 2011 which makes auditors 
more careful in making judgments, (3) the 
implementation of Minister of Finance Regulation 
(PMK) Number 25 / PMK.01 / 2014 concerning 
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Country Registered Accountants. This regulation will 
become a new foundation for the accounting 
profession in building more reliable and capable 
professional quality, to compete in the global arena. 
These regulations include the mechanism of re-
registration, fostering Indonesian professional 
accountants, professional accounting education and 
professional accountant certification examinations, as 
well as the mechanism of the founders of the 
accounting services office (KJA). (5) Various 
previous studies on audit experience such as the study 
conducted by Sofiani (2015) which stated that the 
audit experience variable provides a parameter 
coefficient value of 0.004 with a significance level of 
0,000, this indicates the influence of audit experience 
on audit judgment but the coefficient between the two 
variables had a very weak relationship which was 
0.004. The similar result reported by Praditaningrum 
and Januarti (2012) that audit experience variable 
gave parameter coefficient value of 0.075 with a 
significance level of 0.018. (6) previous research on 
client preferences such as the results of study by 
Arum (2008) that client preference variable provided 
a parameter coefficient of 0.290 with a significance 
level of 0.001, indicating that the coefficient between 
the two variables had a fairly weak relationship. 
Previous research on audit judgment also shows 
inconsistent results and the coefficient between 
variables is still not strong, therefore author added the 
client credibility variable as a moderating variable in 
order to strengthen the correlation coefficient 
between variables. 

 

2 THEORICAL FRAMEWORK 

a. Cognitive Theory (Piaget) 
Cognitive theory views learning as a process that 
provides functions of elements of cognition, 
especially the mind to recognize and understand the 
stimulus that can be obtained from the outside. 
Cognitive theory explains that changes in perceptions 
and understanding of each person occur after having 
experience and knowledge in them. Based on 
cognitive theory, a person's learning process covers 
the stimulus settings received and adapts to the 
cognitive structure that has been owned and formed 
in a person's mind based on previous understanding 
and experience. There are three main principles of 
learning for humans, namely: active learning, 
learning from social interactions and learning from 
their own experience (Piaget, 1970). The application 
of cognitive theory can be used to examine how the 
auditor does a consideration based on their experience 
and expertise in carrying out audit tasks. 

 

b. Hypothesis Development 
Cognitive theory says that there are three main 
principles of learning for humans, one of which is 
learning through one's own experience. The 
application of cognitive theory can be used to 
examine how the auditor does a consideration based 
on their experience and expertise in carrying out audit 
tasks. Every time the auditor conducts an audit, the 
auditor will learn from previous experience, 
understand and increase accuracy in carrying out the 
audit. The auditor will integrate his audit experience 
with the knowledge they already have. The process of 
understanding and learning is the process of 
increasing auditor expertise, such as increasing audit 
compliance and increasing the auditor's ability to 
make judgment audits. 
 
H_1 : Audit Experience Influences Audit Judgment 
 
Judgment made by an auditor can differ between men 
and women given the psychological differences. Men 
in general do not use all available information in 
processing information, therefore decisions taken are 
less comprehensive. While women in processing 
information tend to be more thorough and use more 
complete information. Women have a sharp memory 
of new information and have higher moral 
considerations than men (Bobek et al., 2015). This is 
in accordance with the findings of cognitive 
psychological and marketing literature that women 
are more efficient and effective in processing 
information when facing the complexity of tasks in 
decision making. 
 
H_2 : Gender Influences Audit Judgment 
 

3 RESEARCH METHOD 

The type of research in this study is quantitative 

research to test the hypothesis. The population in this 

study were all auditors working in Semarang City 

Public Accounting Firm (KAP). Authors determined 

the sample size taken using the convenience sampling 

method. From the population of 17 KAP, 10 KAPs 

were chosen as the research sample. Respondents in 

this study were 51 auditors in KAP in Semarang City. 

Before being used for data retrieval, the 

instrument is first tested for validity and reliability. 

The data analysis technique used is descriptive 

analysis and inferential analysis consisting of classic 

assumption tests (normality, multicollinearity, and 
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heterocedasticity. Hypothesis is tested using t test 

with multiple regressions). 

Table 1 shows the variable measurement used in this 

study. 

Table 1: Variable Measurement 

 
 

 

4 ANALYSIS AND RESULTS 

The research data was collected by sending 80 

questionnaires. The numbers of questionnaires 

returned through the survey were 55 questionnaires, 

while the unreturned questionnaires were 25 

questionnaires. The numbers of incomplete 

questionnaires were 4 so that 51 can be processed or 

the rate of return is 63.75%. The sent and return rates 

are shown in table 2. 

 

Table 2: The Sent and Return Rate 

Notes Number Percentage 

Number of distributed 

questionnaires 

80 100% 

Number of unreturned 

questionnaires 

25 31,25% 

Number of questionnaires that 

can’t be processed  

4 5% 

Number of questionnaires that 

can be processed 

51 63,75% 

 

 

The profile of 51 respondents who participated in 

this study is shown in table 3. 

 

Table 3: Respondents Profile 
 

Number Percenta

ge 

Gender : Men 

        Women 

16 

35 

31,4% 

68,6% 

Age: 21 – 25 Years 

26 – 30 Years 

31 – 35 Years  

41 – 45 Years 

46 – 50 Years 

39 

6 

4 

1 

1 

76,5% 

11,8% 

7,8% 

2% 

2% 

Last Position :  

                     Junior 

Auditor 

                     Senior 

Auditor 

                     Supervisor 

42 

7 

2 

82,4% 

13,7% 

3,9% 

Education:        D3 

S1 

S2 

8 

40 

3 

15,7% 

78.4% 

5,9% 

Work Extend : 3 to 5 

years 

                          6 to 10 

years 

                          < 20 

Years 

45 

5 

1 

88,2% 

9,8% 

2% 

Regression analysis was conducted to test the 

hypothesis by carrying out the t test. The t test in this 

study was used to determine the direct effect of audit 

experience variable, and gender on audit judgment. 

 

5 RESULTS 

a. Audit Experience Influences Audit Judgment 

The hypothesis result is presented in table 4. The H1 

test results, namely the influence of the audit 

experience on audit judgment show a t test equal to 

0.043. These results indicate that the significance 

value was 0.043 <0.05, then H_0  is rejected and H_1 

is accepted. This result means that with a 95% 

confidence level the audit experience variable has a 

positive effect on audit judgment. Therefore the first 

hypothesis that is audit experience influences audit 

judgment is accepted. 

 

Table 4: Hypothesis Results 

Model 

Unstandar

dized 

Coefficien

ts 

Standar

dized 

Coeffi

cients 
T Sig. 

B 
Std. 

Error 
Beta 

(Constan

t) 
29.797 .805  37.019 .000 

Audit 

Experien

ce 

.883 .423 .273 2.087 .043 

Gender 1.224 .360 .378 3.404 .001 
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The auditor's experience has a role in determining 

judgment as the basis for expressing decent and 

appropriate opinions given to the circumstances of the 

audited financial statements. For auditors who lack 

audit experience, usually they tend to experience 

difficulties in determining judgment, so the opinions 

given are less precise. The results of testing the first 

hypothesis indicate that the auditor's experience 

influences audit judgment. This influence shows a 

positive direction which means that the more 

experience the auditor has, the better judgment given 

by the auditor. This shows that for auditors who have 

a lot of experience, both the extend of work in 

conducting audit checks and the number of 

assignments that have been done in the audit field will 

have no difficulty in giving judgment precisely to 

clients. 

This finding is in line with the study conducted by 

Cahan and Sun (2015) which explained that auditor 

experience is one of the factors that greatly influences 

consideration in making audit judgment. For 

practitioners it is expected to be a trigger of 

enthusiasm to continue to improve their experience so 

that the resulting work becomes better. For the 

general public, the increased audit judgment quality 

is expected to increase public confidence in the 

profession of auditors. Aldamen et al. (2018) stated 

that audit experience plays an important role in 

processing information and producing audit 

considerations. The amount of experience in the audit 

field can help auditors to understand and solve 

problems that tend to have the same pattern. As 

explained in Piaget's theory, the auditor can learn 

from their own experience. Every time the auditor 

conducts an audit, the auditor will learn from previous 

audit experience and increase accuracy in conducting 

audits. Therefore the judgment taken by the auditor 

will be more qualified. 

However, this study is not in line with the study 

conducted by Kang et al. (2015) which stated that 

audit experience has no effect on audit judgment. 

Therefore the auditor in giving a judgment is not 

influential because the respondents are generally 

senior auditors and junior auditors whose duties are 

as members of an audit team, while those who will 

provide a consideration are supervisors, managers 

and partners. Brown-Liburd et al. (2015) stated that 

other reasons the auditor's experience does not affect 

judgment because in the auditor's context of her study 

sample, the number of cases handled did not reflect 

the auditor's experience, they were only in terms of 

quantity and not quality, because she did not examine 

the quality of the assignment, hence she can’t present 

about the auditor’s experience. 

 

b. Gender Influences Audit Judgment 

H2 test results, namely the influence of the audit 

experience on audit judgment shows the t test of 

0.001. These results indicate that the significance 

value was 0.001 <0.05, then H_0  is rejected and H_1  

is accepted. This result means that with a 95% 

confidence level the gender variable has a positive 

effect on audit judgment. Therefore the second 

hypothesis that is gender influences audit judgment is 

accepted. 

Gender is assumed to be one of the individual 

level factors that also influence audit judgment. 

Gender is the inherent nature of men and women 

formed by social and cultural factors in which there 

are some opinions about the social and cultural roles 

of women and men. The results of testing this 

hypothesis indicate that judgment taken by female 

auditors can be more comprehensive than male. This 

can be caused by differences in the nature and 

character of each individual. Female auditors are 

more sensitive and careful in processing information 

therefore the judgment taken is more comprehensive. 

Women are known to be more painstaking and have 

high moral considerations in carrying out their duties, 

so the results can be more comprehensive. Female 

auditors will reevaluate the information they obtain, 

this allows female auditors to get more and better 

information to support making an audit judgment. 

The results of this study are consistent with the 

study of Bobek et al. (2015) which stated that gender 

has a significant effect on audit judgment when 

interacting with the complexity of the task. This result 

also supports the research from Hardies et al. (2015) 

that male and female auditors give significantly 

different judgment when under pressure of 

compliance, besides that women have higher moral 

considerations than men, so that audit judgments 

made by female auditors tend to be better than male 

auditors. 

But the results of this study are not in line with the 

research of Gul et al. (2013) which said that gender 

does not significantly influence the judgment of 

auditors who are under pressure. Brown-Liburd et al. 

(2015) indicate that there was no difference in auditor 

performance seen from gender differences between 

men and women when viewed from equality of 

organizational commitment, professional 

commitment, motivation and employment 

opportunities, except for job satisfaction which 

showed a difference between the performance of male 

and female auditors. 
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6 CONCLUSIONS 

The results of this study indicate that audit experience 

has a positive effect on audit judgment. Gender also 

has a positive effect on audit judgment. However, this 

study has several limitations, including: First, this 

research was only conducted on auditors working in 

the city of Semarang with a small sample so that the 

results may not be able to generalize the behavior of 

the entire auditor. Second, this research was only 

carried out by survey methods so that data processing 

was only based on the answers to the respondents' 

questionnaires without any control from the 

researchers. For further research, it is expected to 

consider other variables to be used as moderating 

variables, such as the complexity of tasks and audit 

fees. This is interesting to be studied in order to find 

out whether the auditor can still maintain its 

independence when under pressure.  
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Abstract: Tourism is the largest industry in the world, is an essential community economic vitality, sustainability, 
greatly contribute to poverty alleviation and economic growth. In recent years, heritage tourism growing 
much faster than all other forms of tourism, especially in developing countries. Conservation of heritages 
tourism is important to conserving the natural environment and the local community is the main stakeholder 
and benefactor from the heritage tourism development. This study uses a qualitative approach, the data were 
discovered through three instruments: Observation, Interview and documentation. Cianjur Regency is one 
area in West Java that has a good tourism in Heritage tourism,  which is not owned by many regions in 
Indonesia. Based on the research, found that heritage tourism relevant tourism concept to develop on 
megalithic site of Gunung Padang. Heritage tourism is a reflection of  the culture and the identity of the 
local community. Furthermore, tour guides of local community participantion in heritage tourism in Gunung 
Padang site were symbolic. They are important to increase their strategy to improve their participation. The 
synergy among stakeholders specifically the quality of homestay and store was needed to increase local 
community participation.  

1 INTRODUCTION 

Tourism is the largest industry in the world, is an 
essential community economic vitality, 
sustainability, greatly contribute to poverty 
alleviation and economic growth. The relationship 
between tourism and economic growth has long 
been discussed, one of them through the multiplier 
effect theory developed by Keynes. Based on the 
Keynesian approach, international tourism is an 
exogenous variable in the form of aggregate 
demand, which has a positive impact on income and 
expansion of employment and leading to economic 
growth (Suresh and Senthilnathan, 2014). Tourists 
contribute to sales, profits, tax revenues that 
contribute to the economic growth of the destination 
area (Fawaz and Rahnama, 2014).  

Tourism also has a positive impact on 
infrastructure development and the expansion of 
insights for local communities. Workers engaged in 

tourism are one form of investment in human 
resources, especially in several fields, such as 
telecommunications, food, care and health, and 
transportation (Lee & Chang, 2008). Because the 
tourism industry is a labor-intensive industry, 
tourism will encourage increased tourism for 
tourism purposes (Suresh and Senthilnathan, 2014). 
Although tourism has many positive impacts, many 
developing countries have not been able to optimize 
their tourism potential, especially in rural areas. This 
condition is caused by poor infrastructure conditions 
and most of the rural areas are inhabited by poor 
people so that the development of local community-
based tourism becomes an effort to improve 
community welfare  

In United state visiting historic site rank third 
behind shopping and outdoor pursuits for travelers 
(Burns L et al., 2010). The historical and cultural 
resources associated with people, even, or 
community's pas give that community its sense of 
identity and help tell their story (Burns L et al., 
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2010). Conservation of all heritages is important to 
conserving the natural environment and the local 
community is the main stakeholder and benefactor 
from the heritage tourism development. Involving 
the local community to support the tourism industry 
as a crucial component in achieving sustainable 
development of tourism. Cernea (1991) defines 
community participation as giving people more 
opportunities to participate effectively in developing 
activities and empowering people to mobilize their 
own capacities, be social actors rather than a passive 
subject, manage their resources, make decisions, and 
control the activities that affect their lives. Entering 
the community and holding meetings about 
development plans, the community will be able to 
offer advice and information about cultural sites and 
heritage to be included in the tour of the area. This 
also allows community members to have a direct 
role in designing tours, giving them empowerment 
and independence. 

Tourism development based on empowering 
local communities is an important aspect of poverty 
alleviation in local communities. Bryden (1973) 
revealed that the development of tourism has a 
mutual relationship with economic growth in the 
context of poverty alleviation. In the process of 
tourism development, the government must involve 
the local communities as producers, workers, micro-
enterprises and community members (Ashley et al., 
2001). Community-Based Tourism (CBT) is a 
concept of tourism that aims to advance the role of 
local communities. Community-Based Tourism 
(CBT), this approach aims to promote the 
development of village tourism in both developed 
and developing countries. The development of 
village tourism will have a direct impact on local 
communities, reduce poverty in rural areas, preserve 
cultural heritage, increase attention to the 
conservation of natural resources and are expected to 
reduce economic inequality and imbalance in a 
sustainable manner. 

2 THEORICAL FRAMEWORK 

2.1 Community-Based Tourism (CBT) 
Community-Based Tourism (CBT) approach was 
first introduced in the mid-1990s. This approach is 
relatively small with the aim to bring local 
communities closer to tourists who come and are 
suitable for tourism development in rural and 
regional levels.  

Tasci et al., (2013) define CTB as a tourism 
concept that is planned, built, owned and managed 

by the community for the community through 
collective decision making, responsibility, access, 
ownership, and benefits. According to (Russell, 
2000) community-based tourism must meet three 
criteria, namely; (1) obtaining support and 
participation from local communities (2) most of the 
profits should be obtained by communities around 
tourist destinations, (3) tourists must protect the 
culture and natural resources and environment of the 
local community. CBT prioritizes the development 
of a sustainable environment, social and cultural 
ownership in the area that is managed and owned by 
the community, for communities with a purpose to 
increase visitor awareness to learn about the culture 
and way of life of local communities (Suansri, 
2013). While that the relationship between the local 
community and visitors can be tightly intertwined. 
CBT provides an opportunity for local communities 
to be able to develop products, protect the 
environment and local culture. So that it is believed 
to be able to create opportunities for local people to 
participate in taking advantage of the development 
of the tourism industry. 

According to Suansari (2003) there are five 
main dimensions in the development of the CBT 
concept, namely: 1) the economic dimension, with 
indicators in the form of funds for community 
development, the creation of jobs in the tourism 
sector, the emergence of local people's income from 
the tourism sector; 2) social dimension with 
indicators of increasing quality of life, increasing 
community pride, equitable division of roles 
between men and women, young and old 
generations, and building community organizations; 
3) cultural dimensions with indicators in the form of 
encouraging people to respect different cultures, 
help develop cultural exchanges, culture of 
development closely embedded in local culture; 4) 
environmental dimensions, with indicators studying 
the carrying capacity of the area, regulating waste 
disposal, increasing awareness of the need for 
conservation; 5) political dimension, with indicators: 
increasing participation of the local population, 
increasing wider communal power, guaranteeing 
rights in natural resource management. Gunungain 
Institute (2000) sees the concept of CBT as a 
concept that encourages and supports various 
economic activities, social development, and 
conservation. Gunungain Institute (2000) further 
emphasizes that the goal of CBT is to provide broad 
economic benefits, strength in decision making and 
increase the capacity and the capacity of the 
community. 
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The role of local communities in the 
development of heritage tourism has not been much 
analyzed, but the concept of community-based 
tourism has been widely developed in various 
countries. In Malaysia, CBT product as a practice is 
the quality of life of the homestay owner. Based on 
Yusof et, al., n.d, quality of life of residents who 
operate homestay will largely depend on their own 
attributes economically, government involvement, 
community role and the issues of sustainability. The 
success of the MPH programs can be grouped into 
the competition criteria and the sustainability criteria 
(Kayat & Zainuddin, 2016). In Indonesia, CBT 
approach as a practice to the development of 
religious tourism in Aceh Singkil. Based on the 
research, Religious tourism (Halal tourism) relevant 
tourism concept to development in Aceh Singkil 
(Anismar et, al., 2012). In Bali, 85% (from 170) 
agree that CBT tourism positively impacts in Ubud 
Bali.  
 
2.2 Heritage Tourism  
Since 1972, UNESCO has carried out a series of 
consecutive international conventions and 
declarations to establish an international framework 
for the protection of various forms of heritage. The 
1972 UNESCO convention focused on world 
cultural and natural heritage protection. The 
National Trust for Historic Preservation defines 
heritage tourism as a trip to places, artifacts, and 
activities that authentically represent stories and 
people from the past and present. 

Heritage tourism protects history, culture, 
people and natural resources in cities by involving 
their local community. Heritage tourism has an 
economic benefit through creation job in travel 
industry at cultural and heritage attraction, increased 
income and taxes, economic diversification in 
tourism industry (hotel, restaurants, etc), encourage 
creativity from local entrepreneurship and small 
businesses, increase investment in historic properties 
and increased other economic return from cultural 
and heritage tourism. Heritage tourism as also has 
other benefit through education for both local 
resident and visitor and increased preservation ethic 
(Burns L et al., 2010).  

 
 

 

3 RESEARCH METHOD 
 
This study uses the qualitative approach, the data 
were discovered through three instruments: 
Observation, Interview and documentation. 

4 ANALYSIS 

Cianjur Regency has good potential in the 
construction of various types of tourism. The 
tourism sector is also one of the leading sectors in 
accordance with the results in the Cianjur District 
Medium-Term Development Plan (RPJMD) for 
2016-2021. Cianjur Regency has a wealth of nature 
and culture that can be used as an attractive tourist 
location to visit. Currently, the development of 
tourist destinations in Cianjur Regency is mostly 
focused on developing tourism with the concept of 
ecotourism including Pandanwangi, Kampung 
Sarongge, Lebakmuncang, and National Flower Park 
tourist sites. The tourism destination provides 
natural and Gunungain views of Cianjur Regency.  

In addition, Cianjur district also has a cultural 
heritage that has a high historical value and suitable 
to be developed as a tourist attraction, namely the 
Gunung Padang tourist area. The heritage tourism of 
the Gunung Padang site area has been designated as 
a cultural preserve based on the Decree of the 
Minister of Education and Culture, Number 
139/1998 and is protected by Law Number 11 of 
2010 concerning Cultural Heritage.  

The Gunung Padang is a traditional of 
megalithic site. The site consist of five terraces with 
5 stair steps made stone to go from one terrace to 
another terraces. The main complex area is 
approximately 900 m², located at an altitude of 885 
m above sea level. The site area is around 3 ha, 
making it the largest punden complex in Southeast 
Asia. Archeologists estimated that the Gunung 
Padang was built around 11,00 years BC, older than  
Kutai Kingdom and Egyptian Pyramids, and roughly 
2800 years before Borobudur temple built. 

Arranged with square volcanic rocks. The 
punden area ancient settlements in the megalithic 
era. But the potential of Gunung Padang sites 
evidently has not made the side into historical tourist 
attraction widely known and appreciated by the 
public compred to Borobudur and Prambanan 
Temple. The archeological potential, geological 
hisstory has not been explored optimally si a form of 
thr natural and cultural wealth of the Cianjur 
community. 

The existence of this site was published in 
Rapporten van de Oudheidkundige Dienst (ROD, 
"Archaeological Service Bulletin") in 1914. Dutch 
historian NJ Krom also mentioned it in 1949. After 
being "forgotten", in 1979 three locals, Endi, Soma, 
and Abidin, reported to Edi, Cultural Inspector of 
the Campaka Sub-District, regarding the existence of 
a large pile of square stones of various sizes 
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arranged in terraces which led to Gunung Gede 
(https://id.wikipedia.org/wiki/Situs_Gunung_Padang
).  

The Sundanese people consider that site sacred 
and believe it was the result of King Siliwangi’s 
attempt to build a palace in one night. The 
asymmetric “Punden Berundak” faces northwest, to 
Gunung Gede and was constructed for the purpose 
of worship. “Punden Berundak” in Gunung Padang 
site has a contrasting shape with the “Punden 
Berundak” in Borobudur temple with a symetrical 
“Punden Berundak” and also in tourism site in 
Sibedung Lebak Banten also has a symetrical 
“Punden Berundak”. 

 

 
Figure1: Gunung Padang Megalithic Site, Cianjur, 
West Java 

 
Since 2010, the number of tourists visiting the 

historic Gunung Padang tourism site has increased 
significantly. Visitors who come also have different 
goals ranging from rituals of religious trust, holiday 
and also to learn the history of the formation of 
Gunung Padang tourism objects. The Megalithic site 
of Gunung Padang is one of the tourist destinations 
visited by many other tourist destinations in Cianjur. 
The number of visitors to Gunung Padang site more 
than 18000 visitors every month, especially in the 
middle of the year and summer. Archaeologists even 
estimate that the Gunung Padang site is the largest 
human civilization site ever. Natural vegetation that 
is present in all complex surfaces is encased by 
ancient volcanic rocks that form punden terraces. 
Many of the foreign and domestic tourists visit with 
the aim of vacation, pilgrimage and research.  

But lately, the number of visitors to Gunung 
Padang has begun to decline. This condition was 
caused by infrastructure damage due to flooding and 
landslides on several routes to the megalithic site of 
Gunung Padang. However, the too high number of 

visitors in every week is expected to endanger the 
Gunung Padang cultural heritage site. To avoid the 
crisis condition of the megalithic site of Gunung 
Padang due to the collapse of visitors, communities, 
and managers of the megalithic site of Gunung 
Padang applying the rotating concept for the visitors. 
Its mean that the visitors who had just arrived to 
wait for the visitor has gone down.  In this case, the 
role of the local community is necessary to maintain 
the sustainability of the Gunung Padang site. 
Community participant to was the importance for the 
tourism management, location planning for tourism  
plaes and protect natural resources.  

 
Community-Based Tourism: A Concept to 
Develop Heritage Tourism in Gunung Padang 
site 
To be succesful, develoment of heritage tourism 
must be driven by local community. Heritage 
tourism educates the resident people and visitor 
about the local and regional history and share the 
traditions. Thorough the exsposure of the local 
historci site, local people be come better imformed 
about the their history and cultur. Involving and 
empowering local communities important aspect in 
develop heritage tourism in Gunung Padang site. 
Participant of the local community becomes more 
important to maintain the sustainability of cultural 
heritage tourism of Gunung Padang.  

Through the concept of Community Based 
Tourism, each individual in the community is 
directed to be part of the tourism economic chain, 
for which individuals are given the skills to develop 
a small business. In this way, the capacity of local 
communities in organizing tourism activities will 
increase. the development of heritage tourism in 
Gunung Padang can be done by carrying out 
capacity building on three aspects, namely tour 
guides, homestays and sellers.  
 
4.1 Tour Guides 
Community participant in the process of the 
maintenance megalithic site of Gunung Padang was 
a simbolic. For instance, Kelompok Penggerak 
Parawisata (Kompepar) or Driving Tourism 
Committee duty to participate in floating the tourist 
destination. In the tourism area of Gunung Padang, 
one of the tasks of Kompepar as a tour guide for 
tourists who come both domestically and foreign. 
Because the megalithic site of Gunung Padang is a 
historical site, there is not much of people that are 
known about the as historical as the formation of 
Gunung Padang other than local communities that 
have been settled for a long time. The role of local 
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communities, especially Kompepar, is very 
important in providing information related to the 
history of Gunung Padang to tourists who need 
information about the history of Gunung Padang. 
Moreover the purpose of tourists, especially foreign 
tourists, mostly came to learn about the history from 
the Gunung Padang site.  

Based on the interviewd with the tour guides in 
area of Gunung Padang site, around 90% of the 
visitor who come to Gunung Padang revealed the 
history of Gunung Padang is the interisting topic 
which made them visit to the are of Gunung Padang. 
other than that, 5 % visitor aims to study or research 
and 5 % come to the Gunung Padang because of the 
beautiful view in the area of the Gunung Padang. 

Beside of the three main topics, some of visitor 
come to Gunung Padang for pilgrimage, ritual and 
religious trust. Visitor meditate at midnight because 
it's quiet, precisely on Friday night. According to 
information from local residents, every Friday night 
is the right time for visitors who want to make a 
pilgrimage, meditate to perform the rituals in area of 
Gunung Padang. 

 
4.2 Homestay and Sellers 
The area around Gunung Padang has 6 homestays, 
of which 5 are central government assistance 
through PNPM program. The average homestay in 
Gunung Padang tourism is large enough to 
accommodate many visitors. There can 
accommodate up to 20 people even though the 
number of rooms provided is only 5 rooms. The 
rental price for a homestay there is quite varied, 
there are those who set a rental price per room and 
per day there are also those who receive income 
from the rental homestay, according to the visitor's 
budget. On average, rental prices per day and per 
room Rp. 15000 - Rp. 150000. While for the group 
can rent 1 house equipped with guest rooms at a 
rental price of Rp. 500,000 per night. 

There are 21 sellers around Gunung Padang. 
On weekdays (Monday-Friday) the average number 
of buyers is 0-40 visitor, while on holidays 
(Saturday-Sunday), the number of buyers can reach 
60-80. Most sellers sell drinks, snacks, and there are 
some who sell souvenirs.  

Finding from the observation and field study that 
the condition of the homestay and sellers that the 
cleanliness and comfort of homestays and sellers 
must be improved.  The community in Gunung 
Padang area expects assistance in the form of funds 
or goods, such as capital grants for Homestay 
renovations and stores, homestay equipment 
(mattresses, blankets, pillows, toiletries, etc.). The 

background of this is that previously there were a 
number of programs from the Central Java West 
Government and also from Non-Governmental 
Organizations such as PNPM, which provided 
funding and equipment for communities around 
Gunung Padang. 

Because their work is only as a seller and owner 
of a homestay, the number of visitors who spend or 
stay at their homestay is the only source of income 
for local community around Gunung Padang site. 
lack of tourists who choose to join and stay in a 
homestay has directly affected the expected sources 
of income.  
 

5 CONCLUSIONS 
 

From this study, the one way to manage the 
sustanabily of heritage tourism by involving the 
local community to manage a tourism area in a 
manner to improves the quality experience of the 
visitor. Moreover, involving and empowering local 
community to preserves heritage tourism for future 
generation.  

Local community especially tour guieds 
participant in heritage tourism in Gunung Padang 
site, Cianjur was symbolic. Tour guieds involved if 
their exsistence was needed. Local community as 
alaso need for funding assistance and provision of 
Homestay facilities and store facilities for Homestay 
owners and store owners, to improve the quality 
services and more diverse types of goods for 
visitors. In addition, more technical training is 
needed from managing professional homestays and 
store.  
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Abstract: This study aims to analyze the transmission mechanism of monetary policy in Indonesia in controlling 
inflation, both in terms of sharia and conventional terms. The data used in this empirical study is time series 
data during 2011:1-2017:4 originating from Bank Indonesia and the Central Statistics Agency (BPS). The 
analysis tool used is the Error Correction Model (ECM). This study analyzes the relationship between 
independent and dependent variables both in the short and long term. The results of this study indicate that 
from conventional monetary variable SBI (certifikat of bank indonesia) variables that have a positive and 
significant effect on inflation in the long-term. Whereas in the short term the variable money supply has a 
negative effect and variable interest rates on Bank Indonesia, bonds have a positive and significant effect on 
inflation. In Islamic monetary variables, SBIS have a positive and significant effect on inflation in the long-
term. Islamic bond variables (Sukuk) have a negative and significant effect on inflation in the long-term. 
While in the short-term the variable money supply, Islamic interest rates, and Islamic bonds have a positive 
and significant effect on inflation. 

1 INTRODUCTION 

Monetary policy serves as a key to achieve 
macroeconomic goals within a country. The 
Government through the Central Bank as a monetary 
policy aksekutor keep trying to regulate the amount 
of money in circulation by trying to maintain the 
stability of the value of money from various internal 
and external factors. Those factors are not detached 
from the steps of the Government in setting and 
regulating interest rates, credit, asset prices, the 
company's balance sheet, the exchange rate and 
inflation expectations (Daniar, 2016).  

To reduce the impact of the global economy jolts 
to the economy in the country, it is a policy that is 
effective and efficient, good monetary policy or 
fiscal policy and other economic policies. The focus 
of the implementation of monetary policy in 
Indonesia according law No. 23-year 1999 amended 
in Act No. 3 of the year 2004 concerning the 
monetary policy of central bank Indonesia said that 
given the dual mandate as monetary authorities that 

can run conventional monetary policy as well as the 
Sharia, then monetary policy that is using a dual 
monetary policy i.e. conventional and Sharia with 
the ultimate goal of monetary policy in Indonesia is 
to achieve and maintain the stability of the value of 
the the rupiah, that is the price (inflation) and the 
exchange rate of the rupiah. 

Based on the PMK No. 93/PMK. 011/2014 
Target of inflation in 2016, 2017, and 2018 the date 
21 may 2014 target for inflation set by the 
Government for the period 2016 – 2018, 
respectively by 4%, 4% and 3.5% respectively with 
a deviation of ± 1%. (Bank Indonesia, 2018). As 
seen in the graph below: 
 
 
 
 
 
 
 
 

466
Siagian, J., Ruslan, D. and Arwansyah
Analysis of Conventional and Sharia Monetary Policies through Asset Prices on Inflation in Indonesia.
In Proceedings of the 1st Unimed International Conference on Economics Education and Social Science (UNICEES 2018), pages 466-472
ISBN: 978-989-758-432-9
Copyright © 2020 by SCITEPRESS – Science and Technology Publications, Lda. All rights reserved



 

 

Figure 1: The growth of Inflation and actual 
inflation target 
 

According to Mishkin (1995), the transmission 
mechanism of monetary policy is a complex process 
because in theory of monetary economics is often 
referred to as "Black box". This is because the 
transmission is much influenced by three factors, 
namely, the first change in the behavior of the 
central bank, banking and economic actors in a 
variety of financial and economic activity. 

This research uses the variable bonds and Islamic 
bonds (sukuk), asset prices as an indicator of 
monetary policy through the asset price is a 
monetary policy which will also affect the 
development of the prices of other assets, whether 
such financial asset price yield bond and stock 
prices, as well as the physical assets of the particular 
property and stock prices of gold.  The influence of 
price on the consumption of the asset investment 
also would affect aggregate demand and will 
ultimately determine the level of real output and 
inflation in the economy (warjiyo, 2004). 

As the Monetary Authority, Bank Indonesia will 
usually accept and regulate the money supply to 
stabilize the monetary economy of the country. A 
stable money supply will hit the high inflation rate. 
Open market operation as an indirect monetary 
instruments can affect its operational objectives, 
namely the interest rate or the amount of circulating 
more effectively. By using the Certificates of Bank 
Indonesia (SBI) as monetary instruments accounting 
and Bank Indonesia Certificates (SBIS) Sharia as 
monetary instruments. With Bank Indonesia 
Certificate (SBI) and Bank Indonesia Certificates 
(SBIS) Shariah-compliant central bank buying and 
selling activities of securities with market 
participants, both at the primary or secondary 
markets that serve the main indirect operational 
instruments monetary control. 
 

 
 

Figure 2: The growth of Bank Indonesia Certificates 
(SBI), Bank Indonesia Certificates sharia (SBIS), 
bonds and Islamic Bonds (Sukuk), Year 2011 – 2014 
in (billion) 
Source: Bank Indonesia and the financial services 
authority (OJK) 
 

Based on the above graph shows the trend of the 
decline in the value of the SBI from year 2011 until 
2014. Carried out in respect of article IBPA 
(Indonesia Agency) 2015, SBI tends to decline 
because the flow of funds banking on SBI receding 
more in line with the direction of the monetary 
policy of the central bank, where BI is deliberately 
reducing the absorption of funds through the SBI in 
order to the Bank is funneling more enterprising 
credit so that it will have an impact on the rupiah 
exchange rate remained stable. If the Fund's bank in 
SBI, BI has to accumulate increasingly bear the 
brunt of an increasingly large flowers. 

Policies that central banks do so showing the 
value of SBIS decreases and SBIS increases, keep 
paying attention to the amount of money in 
circulation is also increasing every year. In addition, 
the development of assets such as bonds and Islamic 
bonds (sukuk) continues to increase, which means it 
can be said that investment with assets such as this 
demand by investors. 
 

Like the previous explanation of inflation which 
remained persisted each year greatly affect the 
amount of money in circulation. Where in the year 
2011 the money supply amounted to 2,877,220 
Billion while in the year 2014 growing money 
supply followed by high inflation in that year 
reached 8.36% with the amount of money floating 
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around 4,170,731 billion. This greatly influenced the 
development of the price of other assets such as the 
SBI in 2012 and 2014 is declining while the SBIS in 
2014 rising high in the follow with the development 
of conventional bonds and Islamic bonds. 

2 THEORICAL FRAMEWORK 

The transmission mechanism of monetary policy is a 
process where a policy can affect economic growth 
and inflation in a country, the transmission channels 
of monetary policy is carried out through six 
channels namely interest rates, credit, the company's 
balance sheet, assets prices, exchange rates and 
expectations. 

According to Dornbusch, et al (2004), the 
monetary policy affects the economy, first, by 
influencing interest rates then affect aggregate 
demand. The increase in the money supply lower 
interest rates, increasing investment spending and 
aggregate demand, and therefore increase the 
equilibrium output. 

Indonesia began to adopt the dual banking 
system after the banking policy issued in 1998 Act 
No. 10 of the double-banking, (Dahlan Slamat, 
2005:407). The dual banking system is the 
application and enforcement of this two banking 
systems (conventional or public bank system that 
operates with the flowers and the banks that operate 
with the Sharia system side by side), which 
generally also not limit of conventional commercial 
banks in providing Islamic services through 
mechanisms of islamic window by first forming the 
Syariah Business Units (UUS). 

Specifically, Taylor, 1995 (in Warjiyo, 2004) 
stated that the mechanisms of monetary transmission 
to bijakan is “the process through which monetary 
policy decision are transmitted into changes in real 
GDP and inflation”. This means that the 
transmission Mechanism of monetary policy is the 
paths traveled by the monetary policy to be able to 
influence the final target of monetary policy, namely 
national income and inflation. 

Monetary policy through the price of the asset 
can be via two channels i.e. channel wealth (the 
wealth effect) and Tobin-q (Mishkin: 1955). Lines 
of wealth (the wealth effect) affects the level of 
consumption, and consumption affect aggregate 
demand, aggregate demand and further affect the 
output gap and ultimately affect the rate of inflation. 
Asset prices through the channels on the Tobin-q 
will affect the level of investment and the impact on 
aggregate demand and ultimately influence the 
inflation rate. In this context, the channel-a channel 
that gives the stress on the transmission mechanism 

of monetary policy is Tobin's theory and the 
influence of wealth (the wealth effect) of 
consumption. Through Tobin's q theory, if q is 
defined as the relative market value of companies-
companies that can purchase a variety of fixtures by 
simply issuing equities, and vice versa. 

The role of asset price in the transmission 
mechanism of monetary policy is known 
theoretically, though difficult to illustrate 
empirically. Monetary policy shocks results in 
fluctuations in the price of assets with monetary 
policy can boost stock prices in two ways namely by 
making equities relatively more attractive for bond 
and an improvement in the Outlook for corporate 
earnings as a result of spending more households.  

Thobin q theory describes the mechanism of 
monetary policy in a manner affecting the economy 
through its impact on equity valuations. (Asif Idres 
et al, 2005) 

According to Edward and Khan (1985) there are 
two types of factors that determine the value of the 
interest rate i.e. the internal and external factors. 
Internal factors include the national income, the 
amount of money in circulation, and inflation. While 
the external factor is the foreign interest rate and the 
rate of foreign currency exchange rate changes are 
expected. (Neny Erawati,2002:99) 

The mechanism works BI Rate until affect 
inflation is often referred to as the transmission 
mechanism of monetary policy. The mechanism 
describing the actions of Bank Indonesia through the 
vicissitudes of monetary instruments and operational 
targets affecting various economic and financial 
variables before ultimately influential to the end goal 
of inflation. (Bank Indonesia, 2015). 

3 RESEARCH METHOD 

This study uses secondary data runtun time (time 
series) in the form of a monthly period January 
2011-December 2017. This research was conducted 
to look at variables-variables that affect the 
transmission of conventional monetary policy and 
asset prices through Sharia. Variables-variables that 
will be scrutinized is the SBI, SBIS, money supply, 
bonds, Islamic bonds (Sukuk) in Indonesia. Data 
obtained from Bank Indonesia (BI) and the financial 
services authority (OJK). 

The estimation model used in this study is the 
analysis of dynamic model with the regression that 
is by using the model of error correction (Error 
Correction Model/ECM) Domowitz and granger. In 
the context of Economics, dynamic model 
specification is very important because it deals with 
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the establishment of the model of the economic 
system that is associated with the change in time 
both short term and long term. This study uses 
statistics programs help E-views Version 9.0.. 

4 ANALYSIS 

4.1 Stationeritas Test 

The first thing to do is to examine whether the data 
is stationary or not. This Stasioneritas test needs to 
be done because a regression analysis should not be 
did when the data used is not stationary and 
normally if it still done the resulting equations then 
are a spurious regression. 

 
4.1.1 Unit Root Test 

A variable is said to be stationary if the mean value, 
variance, and kovariansnya always constant at any 
point in time. There are some proper ways can be 
done to measure the existence of stasionaritas, one 
of them is by using the Dickey Fuller (DF), i.e. If 
the absolute value larger than his statistics DF Mc 
Kinnnon Critical Value (depending on the level of 
selected beliefs 1%, 5%, or 10%), then it can be 
inferred that such data stationary. In this research a 
critical value used was 5% which is not too low and 
not too high. 

Table 2: Unit Root Test Results 

Variables 
Value 
ADF 

Critical 
Value 
McKinnon 
(α = 5%) 

Description 

INF -1.095811 -2.976263 Non 
Stationary 

MS -3.893595 -2.976263 Stationary 
SBI -2.638140 -2.981038 Non 

Stationary 
BONDS -2.403553 -2.976263 Non 

Stationary 
SBIS -2.638140 

-2.981038 
Non 
Statioary 

ISLAMI
C 

BONDS 
(SUKUK) 

-1.497680  
-2.976263 

Non 
Stationary 

 

4.1.2 Integration Test 

A test of the degree of integration is a continuation 
of the test unit and the roots are only required when 

all the data has not been stationary at zero degrees or 
1. A test of the degree of integration used to know at 
how data will be stationary. When the data have not 
been stationary at one, then testing must remain 
continued until each variable is stationary. This test 
is used to perform test Dickey Fuller (DF). Which 
table II explained that a variable (MS) on the level 
of the stationary level. Whereas in variable INF, 
SBI, BONDS, ISLAMIC BONDS (SUKUK) on the 
stage level not stationary then performed a test of the 
degree of intergrasi. 

Table 3: Integration Test Results 

Variables 
Value 
ADF 

Critical 
Value 

McKin
non (α = 

5%) 

Description 

INF -3.797454 -2.981038 Stationary 
MS -6.646262 -2.981038 Stationary 
SBI -2.595987 -2.981038 Non 

Stationary 
OBL -2.981038 -2.082098 Non 

Stationary 
SBIS -1.132217 -2.981038 Non 

Stationary 
SUKUK -6.589875 -2.981038 Stationary 

 

Table 4: Integration Test Results 

Vari
ables 

Valu
e ADF 

Critic
al Value 

McKi
nnon (α = 

5%) 

Descrip
tion 

INF -
5.089589 

-3.004861 Stationa
ry 

MS -
9.099494 

-2.986225 Stationa
ry 

SBI -
4.525525 

-2.986225 Stationa
ry 

OBL -
3.476526 

-2.986225 Stationa
ry 

SBIS -
3.466009 

-2.991878 Stationa
ry 

SUKUK -
4.579899 

-3.004861 Stationa
ry  

 

4.1.3 Cointegration Test 

In this research to test the residual method based on 
Granger test. Residual-based test methods using 
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statistical tests Augmented Dickey-Fuller (ADF) 
regression by observing the rest of Granger was 
stationary or not. The value of this residue will be 
tested using the test Augmented Dickey-Fuller 
(ADF) to find out whether the value of the 
remaining stationary or not. The results of this 
research show that the value of the ADF tests 
estimated > Critical Value α = 5% (-4.612624 >-
2.981038). So it can be concluded that the empirical 
model used in this study are eligible to test Granger. 

Table 5: Cointegration Test Results 

Va  
riables 

Value 
ADF 

Critica
l Value 

McKin
non (α = 

5%) 

Ket 

ECT -4.612624 0.0012 Stasion
ary 

 

4.2 Estimation Error Correction Model 
(ECM) 

Table 6: The Results of The Estimation of the Error 
Correction Model (ECM) Short-Term 

Indep
endent 

Variables 
Coefficient 

t-
Statistic 

Pro
b 

D(Ln
MS) 

-
5.089649 

-
2.752699 

0.01
56 

D(LnS
BIS) 

3.6585
54 

4.0321
25 

0.00
12 

D(LnS
UKUK) 

-
0.493542 

-
4.528430 

0.00
05 

ECT 
1.2872
58 

6.0022
74 

0.00
00 

C 
0.3357
69 

1.1666
29 

0.26
28 

 
               R-squared 
               Adjusted R-

squared 
               F-statistic 
               Prob(F-

statistic) 
               Durbin-

Watson stat 

0.904034 
0.869760 
26.37686 
0.000001 
2.179223 

Equation Error Correction Model (ECM) for 
long-term periods are as follows: 

 

 

On the table are able to be known that the 
estimation of sharia monetary policies where  MS, 
SBIS, and short-term variable are significant 
affected. Where MS is negative and significant 
influence of inflations as also for SUKUK 
variables. Only the SBIS is positive and significant 
influence on Indonesia’s inflation. 

Table 7: The Results of The Estimation of Error 
Correction Model (ECM) Long-Term. 

Independ
ent 
Variables 

Coefficient t-Statistic Prob 

D(LnMS) -0.056966 -1.020440 0.3181 
D(LnSBIS
) 

1.108118 3.0605074 0.0055 

D(LnSUK
UK) 

-0.409202 -2.063630 0.0505 

C 4.251129 2.601117 0.0160 
 
               R-squared 
               Adjusted R-

squared 
               F-statistic 
               Prob(F-

statistic) 
               Durbin-

Watson stat 

0.433574 
0.359692 
5.868482 
0.003958 
0.685553 

Table 8: The Results of The Estimation of the Error 
Correction Model (ECM) Short-Term 

Independen
t Variables 

Coefficient t-Statistic Prob 

D(LnMS) -2.642198 -3.116654 0.0071 
D(LnSBI) -0.064296 -3.045324 0.0082 
D(LOBLIG
ASI) 

-0.439834 -1.973081 0.0672 

ECT 0.938950 5.140962 0.0001 
C 0.714068 3.788115 0.0018 

               R-squared 
               Adjusted R-

squared 
               F-statistic 
               Prob(F-

statistic) 
               Durbin-

Watson stat 

0.756959 
0.675946 
9.343614 
0.000335 
1.834620 

Table 9: The Results of The Estimation of Error 
Correction Model (ECM) Long-Term. 

Independent 
Variables 

Coefficien
t 

t-Statistic 
Pro
b 

D(LnMS) -2.642198 -3.116654 
0.16
17 

SUKUK

SBISMSn

493542.0

658554.3089649.5575499.5INFL
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D(LnSBI) -0.064296 -3.045324 
0.02
81 

D(LOBLIGA
SI) 

-0.439834 -1.973081 
0.13
75 

C 0.938950 5.140962 
0.02
16 

               R-squared 
               Adjusted R-

squared 
               F-statistic 
               Prob(F-

statistic) 
               Durbin-

Watson stat 

0.367696 
0.285221 
4.458297 
0.013102 
0.602493 

4.3 Test Determination (R2) 

4.3.1 F-Test (Simultaneous Test)T 

F test or simultaneous test is conducted to see the 
effect of independent variables simultaneously or 
together on the dependent variable. From the results 
of the model estimation for inflation in the short 
term, the calculated F value is 26.37686 with a 
probability level of 0.000001. Then the variable is) 
the money supply (MS), sbi and sbis and bonds and 
sukuk in the short term which have a simultaneous 
significant effect on inflation (INF) in Indonesia. 

From the results of the model estimation for 
inflation in the long run, the Fcount value is 
7.664799 with a probability level of 0.001429. Then 
the variable is the money supply (MS), sbi and sbis 
and bonds and sukuk in significant simultaneous 
inflation (INF) in Indonesia. 

5 RESULTS 

5.1 Influence of The Money Supply on 
Inflation in Indonesia 

According to Adiwarman (2010), the concept of 
money in the economy of islam is different with the 
concept of money in the economy. In economics, the 
concept of money is very clear and definite that 
money is money, money is not the capital. On the 
contrary, the concept of money expressed in 
conventional economic generalized back and forth, 
namely money as money and money as capital. 

Based on the estimation of the long and short 
term of the dual policy, the money supply has a 
significant negative effect on the short term with a 
probability value of> 0.05%. Whereas in the long 
run both monetary and sharia monetary policies have 
no significant effect. This is in line with Keynes's 

theory that increases in the money supply can 
increase prices, but the increase in money supply is 
not always proportional to the increase in the price 
of goods. 

5.2 Influence Of Sbi And SBIS On 
Inflation In Indonesia 

The fact is that in this variable, the SBI and SBI 
influence inflation in the long and short term 
estimates for both conventional and sharia monetary 
policies both have a negative and significant effect. 
This identifies that variable inflation is strong in 
influencing sharia variables, that is, except for sharia 
policy rate variables or Indonesian bank sharia 
certificates (SBIS), and conventional SBI variables. 

On the channel of asset prices through Tobin-q 
will affect the level of investment and have an 
impact on aggregate demand and ultimately affect 
the inflation rate. The problem is how monetary 
policy changes equity prices. If monetary policy 
takes place contractively, members of the public will 
get the fact that they have less money to spend. 
Furthermore, an increase in interest rates causes the 
cost of holding money more expensive, 
consequently (cateris paribus), the acquisition of 
deposits is greater than equity, consequently the 
company's market value decreases. Thus the 
company's ability to carry out an expansion is 
experiencing congestion, investment is down, and 
economic growth stops. This situation will suppress 
the output gap, thereby reducing inflation. 

 
5.3 Ifluence of Obligasi and Obligasi 

Syariah (sukuk) on Inflation in 
Indonesia 

Through the estimation of the error correction 
model, it is known that the two double monetary 
variables in the SUKUK variable sharia monetary 
policy have a significant negative effect on inflation 
in Indonesia through the asset price path both long 
term and short term with a probability value> 
0.05%. Whereas in conventional monetary policy 
the asset price variable asset path in the short term 
has a significant negative effect, the long-term 
estimation of this variable reverses the previous 
estimation results because it does not affect inflation 
in Indonesia. 

Monetary policy influences the development of 
prices of other assets, both the price of financial 
assets such as bond yields and stock prices, or the 
price of physical assets, especially the price of 
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property assets and gold. This transmission occurs 
because the investment of funds by investors in their 
investment portfolios is not only in the form of 
deposits in banks and other instruments in the rupiah 
and foreign exchange money markets, but also in the 
form of bonds, shares, and physical assets. Thus, 
changes in interest rates and exchange rates as well 
as the amount of investment in the rupiah and 
foreign exchange money markets will also affect the 
volume and price of bonds, shares and physical 
assets. 

6 CONCLUSIONS 

Based on the description stated, it can be concluded 
that in the short term the speed of transmission of 
monetary policy in conventional banks is relatively 
stronger compared to monetary policy in Islamic 
banking. Inflation is more influenced by variables in 
conventional banking. Most of the influence of 
inflation is influenced by SBI which in the long and 
the short term has a negative and significant effect 
while the MS variable has negative and significant 
influence and the BONDS has a significant negative 
effect on the short term while the long term is not 
significant in the transmission of monetary policy. 

For variables sharia, which has a big effect on 
inflation and the effectiveness of a policyMonetary 
is influenced by SBIS variables. The implications of 
SBIS are increasing investment community in 
banking sharia, SBIS will go up and aggregate 
demand rises, then people's income will grow. Then, 
monetary policy for 'inflation reduction' with a 
pattern Sharia is more effective than pattern 
Conventional. 
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Abstract: The purpose of this study was to find out how the effect of gross domestic product, the price of rice, the 
price of bulk cooking oil, the price of sugar, the price of curly red chili, and the price of chicken meat on 
inflation in Indonesia. The research method used was the regression technique with Error Correction Model 
data analysis. Data was processed using E-views 7.0. At unit root test, it is known that all observation 
variables were stationary. In determining the optimal lag length shows the criteria of Akaike Information 
Criterion (AIC), Schwarz Criterion (SC) and Human Quinn Criterion (HQ) and the smallest value was 
chosen between the optimal lag value of Schwarz Criterion (SC) at lag 1. The cointegration test results 
indicate that the variable was in a long-term equilibrium condition, so the regression results were 
cointegrated regression. Result of the classic assumption test were, data was normally distributed, free from 
autocorrelation, liberaly from the symptoms of multicollinearity, and free from the heteroscedasticity. The 
results obtained were the effect of gross domestic product variables, price of medium quality rice, price of 
bulk cooking oil prices in the short term positif and significant on inflation in Indonesia. Price of curly red 
chilli in the short term positif and not significant on inflation in Indonesia. Price of sugar and price of 
chicken meat in the short term negatif and not significant on inflation oi Indonesia. Also found that the 
effect of gross domestic product variables in the long term positif and significant on inflation in Indonesia, 
price of medium quality rice and price of curly red chilli in the long term positif and not signifikan on 
inflation in Indonesia. Price of bulk cooking oil prices, price of sugar, and price of chicken meat in the long 
term all not significant on inflation of Indonesia.  

1 INTRODUCTION 

Inflation is an increase in the prices of goods 
continuously in a certain period. The high inflation 
rate would reduce economic growth. The term of  
economic growth was used to describe the progress 
of economic development in a country. A country is 
said to experience growth, if the product of its goods 
and services increased or in other words there is a 
development of a country's potential Gross Domestic 
Product (GDP). 

The increase in GDP have a good and bad effect 
on Indonesia's economic condition. One of them is 
the increase in GDP which is the cause of demand-
side inflation, the consumptive behavior of the 
Indonesian people causes demand to increase so that 
prices can increase. In 2008 the value of GDP was 
only Rp. 1,524,123,000,000,000.00. Then in 2015 it 
grew to Rp. 2,272,929,000,000,000.00 despite the 
increase in GDP value good for Indonesia's 

economic growth, but could cause inflation. In 
Nugroho's research (2012) states that GDP has a 
positive impact on inflation.  

In essence, community welfare will be achieved 
well if the basic needs of the community can be 
realized. One of the basic human needs is food. 
Therefore, the fulfillment of a country's food needs 
is an absolute matter. Based on the Food Price Index 
of the Food and Agriculture Organization (FAO), 
world food commodity prices have continued to 
increase since 2000. The world food crisis that 
occurred between 2007-2008 was marked by the 
price of food commodities which rose sharply and 
then reached its highest point in 2011-2012. Food 
Price Index data showed that the level of world food 
prices in 2011 was the latest record for the past ten 
years (published by the World Bank). The 
economies of countries in the world, especially 
developing countries with the largest expenditure of 
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households, are food expenditure that has an impact 
and influence on the economy of the country. 

The results of empirical research showed that 
food commodity prices is one of the biggest factors 
affecting the high inflation rate in developing 
countries such as China, India and Indonesia (Lee & 
Park, 2013). Data from FAO showed that the 
average inflation of Indonesian food commodities in 
the past ten years was 10.36%, while Thailand was 
around 5.57%, followed by Malaysia and the 
Philippines around 2.8%. Empirical studies show 
that the poor at both the national and regional levels 
are very sensitive and vulnerable to being affected 
by rising food inflation in recent years (Pratikto & 
Ikhsan, 2015). Food inflation is a significant 
contributor to inflation in Indonesia. Fluctuations in 
food commodity prices had become an important 
problem in controlling inflation in Indonesia. High 
inflation will cause people's real income to decline 
so that people's purchasing power decreases. Furlog 
in Astari (2015) stated that fluctuations in food 
commodity prices can be used as an inflation 
indicator because it has the ability to respond 
quickly to various economic shocks that occur, such 
as increasing supply and demand shocks. 

 

 

Figure 1: Food Commodity Price Development from 
2008 up to 2017 (In Rupiah) 

Based on the description previously stated, it is 
considered important to conduct research on how 
much effect the fluctuations in food commodity 
prices and gross domestic product have on inflation 
in Indonesia. 

 

2 RESEARCH METHOD 

The scope of the observations made in this study are; 
inflation data, Gross Domestic Product (GDP), and 
food commodity price data, namely medium quality 
rice price data, bulk cooking oil prices, local sugar 
prices, curly red chili prices, chicken meat prices in 
Indonesia using time series data in the period of 
2008: Q1 - 2017: Q4. This research was limited by 
time series secondary data in the form of annual 
reports that have been compiled and have been 
published by related parties namely Bank Indonesia 
(BI), Central Statistics Agency (BPS), Logistics 
Agency (Bulog), and Development Planning Agency 
(BAPPENAS). Data is also obtained from books and 
other research results related to the research 
conducted.The increase in GDP have a good and bad 
effect on Indonesia's economic condition. One of 
them is the increase in GDP which is the cause of 
demand-side inflation, the consumptive behavior of 
the Indonesian people causes demand to increase so 
that prices can increase. In 2008 the value of GDP 
was only Rp. 1,524,123,000,000,000.00. Then in 
2015 it grew to Rp. 2,272,929,000,000,000.00 
despite the increase in GDP value good for 
Indonesia's economic growth, but could cause 
inflation. In Nugroho's research (2012) states that 
GDP has a positive impact on inflation.  

Data analysis used Error Correction Model, 
which is a form of model used to determine the 
effect of short-term and long-term independent 
variables on the dependent variable. In addition to 
knowing the effect of economic models in the short 
and long term, the ECM model can also overcome 
data that is not stationary characterized by the 
presence of high R2  but has a low Durbin Watson 
value (Shocrul, 20011: 137). Data analysis in this 
study utilized Microsoft Excel 2007 software and 
then processed by E-Views 7.0. The model used in 
this study show below. 

 
IINFt = f (PDBt, BERt, MGCt, GULt, CMKt, DAYt) 

………………..…… (1) 

IINFt = β0+β1 PDBt + β2BERt + β3MGCt + β4GULt + 
β5CMKt + β6DAYt +εi 

Where : 
INF = rate of Inflation (%) 
PDB  = Produk Domestik Bruto (Milyar Rupiah) 
BER = Medium quality rice prices (Rupiah) 
MGC = Bulk cooking oil prices  (Rupiah) 
GUL = Local sugar prices (Rupiah) 
CMK = Curly red chili prices (Rupiah) 
DAY = Chicken meat prices (Rupiah) 
β0 = Constant 

0

5000

10000

15000

20000

25000

30000

35000

40000

INF BER GUL MGC CMK DAY

UNICEES 2018 - 1st Unimed International Conference on Economics Education and Social Science

474



 

β1 : β2 : β3 : β4: β5 = Coefficient of Regression 
εi = Disturbance error 

3 RESULTS AND DISCUSSION 

Data of inflation rates in Indonesia from 2008 to 
2017, data of Indonesia's Gross Domestic Product 
(GDP) growth, data of changes in medium quality 
rice prices in Indonesia, data of changes in bulk 
cooking oil prices in Indonesia, data of changes in 
sugar prices in Indonesia, data of changes Curly red 
chili prices in Indonesia, and data of changes in 
prices of chicken meat in Indonesia are presented 
respectively in Figure 2, Figure 3, Figure 4, Figure 
5, Figure 6, Figure 7, and Figure 8.  
 

 
Source : processed form Cenral Statistic Agency 

Figure 2: Presentation of Graphs of Inflation Rate in 
Indonesia from 2008:1 to 2017:4 

 
Source : processed form Cenral Statistic Agency 

Figure 3: Graph of Gross Domestic Product Growth 
in Indonesia Years from 2008: 1 to 2017: 4 

 
Source : processed form Cenral Statistic Agency 

Figure 4: Graph of change of Medium Quality Rice 
Prices in Indonesia from 2008: 1 to 2017: 4 (In 
Rupiah Currency) 

 
Source : processed form Cenral Statistic Agency 

Figure 5: Graph of Changes in Bulk Cooking Oil 
Prices in Indonesia from 2008: 1 to 2017: 4 (In 
Rupiah currency) 

 
Source : processed form Cenral Statistic Agency 

Figure 6: Graph of Changes in Local Sand Sugar 
Prices in Indonesia from 2008: 1 to 2017: 4 (In 
Rupiah currency) 
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Source : processed form Cenral Statistic Agency 

Figure 7: Graph of Changes in Curly Red Chilli 
Prices in Indonesia from 2008: 1 to 2017: 4 (In 
Rupiah currency) 

 
Figure 8: Chart of Chicken Meat Prices in Indonesia 
from 2008: 1 to 2017: 4 (In Rupiah currency) 

Stationarity Test (Unit Root Test) 
Stationary data is data that shows the mean, variance 
and autovariance (in lag variations) remain the same 
at any time when the data is formed or used, 
meaning that with stationary data the time series 
model can be said to be more stable. The data 
stationarity test used in this study is the Phillips 
Perron Test (PP test) with no trend constants is a test 
developed by Philips and Perron which aims to 
determine data stationarity at the level. If the results 
of the unit data root tests are obtained partially or all 
data is not stationary, it is necessary to proceed to 
the degree of integration test. Variables used in this 
study were none stationary with a probability level 
of α = 5% at the level of the level. Therefore it is 
necessary to carry out further tests by using an 
integration degree test (different) to find out at what 
degree the data will be stationary. Based on the 

calculation results obtained values at the first 
different level are also not all stationary data. Then 
stationary test observations were carried out again at 
the second different level. Based on the calculation 
results obtained the calculated value for all 
stationary variables at the level of second different. 
 
Tabel 1: Unit Root Test Results with the ADF 
Method in Second Different 
 

Variables Value of 
Statistic

Proba
bility 

Interprettatio
n 

LNINF     -
6.0669 

0.0000 Stationer 

LNPDB -6.2819 0.0000 Stationer 
LNBER -14.828 0.0000 Stationer 
LNMGC -5.9389 0.0000 Stationer 
LNGUL -4.4753 0.0013 Stationer 
LNCMK -6.5923 0.0000 Stationer 
LNDAY -6.1009 0.0000 Stationer 

From Table 1 it was found that all calculated 
ADF values showed that all stationary observation 
variables were in second different after being 
reduced twice. After it is believed that all 
observation variables have the same degree of 
integration, cointegration tests can be performed on 
the observation variables 

 
Determination of Optimal Lag Length 
Lag Length Test (Determination of Optimal Lag) 
Optimal lag is the number of lags that have a 
significant influence or response. Determination of 
Lag According to Alfian (2011) besides influencing 
himself, a variable can also influence other 
variables. The lag testing used in this study uses the 
Akaike Information Criterion (AIC) approach, 
Schwarz Information Criterion (SC) and Hannan 
Quinn (HQ). The results show the Akaike 
Information Criterion (AIC), Schwarz Criterion (SC) 
and Human Quinn Criterion (HQ) criteria and the 
smallest value is chosen between the optimal lag 
Schwarz Criterion (SC) value in lag 1. 

Cointegration Test. 
Cointegration tests can be expressed as a test of the 
balance relationship or long-term relationship 
between economic variables as desired in the theory 
of econometrics (Insukindro, 1999). The method 
used for the cointegration test in this study is the 
Engle-Granger Cointegration Test method. The 
Agumented Dickey Fuller (ADF) test results can be 
seen in Table 2.  
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Tabel 2: Results of Cointegration Test 

Variable critical value of 
ADF ADF 

Prob
abi- 
lity 

ECT 
1% 5% 10% 

-3.6329 -2.9484 -2.6128 -4.922 0.000
3 

 
Table 2 shows the ADF test value> Critical 

Value which is -4,922, then indicates cointegration 
between regression variables between gross 
domestic product value, medium quality rice price, 
bulk cooking oil price, local sugar price, curly red 
chili price, price of chicken meat to inflation. This 
indicates that the variable is said to be in a long-term 
equilibrium condition, so the regression results are 
cointegrated regression. 

Error Correction Domowitz-El Badawi Model 
The ECM model developed by Domowitz and El 
Badawi is based on the fact that the economy is in a 
state of imbalance. According to this model, the 
ECM model is valid if the error correction 
coefficient sign is positive and statistically 
significant. This error correction coefficient value is 
located 0 <g <1 (Widarjono, 2009: 336). Following 
the approach developed by Domowitz and El 
Badawi, the raw form of ECM was obtained as 
follows: 

	

 

To find out the specification of the model with 
ECM is a valid model, it can be seen in the results of 
statistical tests on the coefficient of ECT. To obtain 
the magnitude of the standard deviation of the long-
term regression coefficient in the ECT model 
estimation.  

	

 

Error Correction Model can explain the behavior 
of short-term and long-term influence on 

independent variables on the dependent variable. 
The processing estimation results are carried out 
using the Eviews 7 program, with the ECM linear 
regression model, the results of data processing are 
shown at Table 3.  

 

Tabel 3: Results of Regression Estimation with Error 
Correction Domowitz-El Badawi model 

Variable Coefisien Statistic - t Probability Adjust
ed R2

C 8.5110 0.4982 0.6229 

0.73
34 

Short term
D(LNPDB) 0.3198 2.6485 0.0381 
D(LNBER) 19.2491 2.6940 0.0127 
D(LNMGC) 12.67267 2.9262 0.0074 
D(LNGUL) -2.6495 -0.9734 0.3400 
D(LNCMK) 2.0487 0.9981 0.3282 
D(LNDAY) -14.9658 -2.0463 0.0518 

Long term 
LNPDB(-1) 0.0300 2.806059 0.0309 
LNBER(-1) 1.4953 1.2781 0.2134 
LNMGC(-1) -1.5671 -1.2668 0.2174 
LNGUL(-1) -0.9443 -0.6893 0.4972 
LNCMK(-1) 0.8277 0.7575 0.4561 
LNDAY(-1) -0.4710 -0.2771 0.7841 
ECT 0.4943 5.8954 0.0000 

The results of the Domowitz-El badawi error 
correction model obtained a positive and significant 
coefficient value (probability value < absolute price 
of critical value for α = 5%). this indicates that the 
ECM model used in this study is valid or 
appropriate. in this study the value of ect (error 
correction term) is 0.4943 with a t-statistic value of 
5.8954 > t-table 5% df 40 = 1.6838 significant at α = 
5%. the ECT coefficient value is positive and 
statistically significant means that the Domowitz-El 
Badawi ECM specification model used in this study 
is valid (Widarjono, 2009). 

Classical Assumption Test 
Normality Test. The normality test is used to test 
whether in the regression model, the independent 
variable and the dependent variable are normally 
distributed or not. This test was carried out with 
Jarque Bera. The assumption of normality can be 
fulfilled the value of the Sig value > 0.05%. Based 
on data processing, the J-B statistical probability 
value is 0.2693 > α = 5% (0.05). So, it can be 
concluded that the data used in the ECM model is 
normally distributed.  

Autocorrelation Test. The result of autocorrelation is 
that the estimated parameters are biased and the 
variants are minimum, so they are not efficient 
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(Damodar Gujarati, 2004). To test the presence or 
absence of autocorrelation, one of them is known by 
conducting the Breusch-Godfrey Test or the 
Langrange Multiplier (LM) Test. From the results of 
the LM test if the value of the Prob. F count is 
greater than alpha level 0.05 (5%) stating that the 
model is free from autocorrelation. Criteria for 
rejection or acceptance can be made using the 
Durbin-Watson Table. The criteria for acceptance or 
rejection to be made with the values of dL and dU 
are determined based on the number of independent 
variables in the regression model (k) and the number 
of samples (n). The values of dL and dU can be seen 
in Table DW with a significance level (error) of 5% 
(α = 0.05). Number of independent variables: k = 6. 
Number of samples: n = 40. Table Durbin-Watson 
shows that the value of dL = 1.1754 and the value of 
dU = 1.8538 so that the criteria for whether or not 
autocorrelation can be determined. Durbin-Watson 
(DW) value is 2.0833, this value is greater than 
1.8538 and smaller than 2.4922 so it can be 
concluded that the ECM model is free from the 
problem of autocorrelation. 

Multicollinearity Test. Multicollinearity is the 
condition of a linear relationship between 
independent variables (Wing Wahyu, 2009). A good 
regression model should not have a correlation 
between independent variables. If the independent 
variables correlate with each other, then these 
variables are not orthogonal (Imam Ghozali, 2006). 
Orthogonal variables are independent variables with 
the value of correlation between each independent 
variable equal to zero. Multicolinerity in this study 
was tested using the partial correlation method 
between independent variables. The rule of tumb 
from this method is if the correlation coefficient is 
high enough above 0.85, we expect there is 
multicollinearity in the model (Widarjono, 2009: 
106). The multicollinearity test results show that all 
independent variables have a correlation coefficient 
value below 0.85 so that it can be concluded that the 
ECM model is free from the symptoms of 
multicollinearity.  

Heteroscedasticity Test. Heteroscedasticity aims to 
test whether in the regression model there is an 
inequality of variance from the residual one another 
observation. A good regression model is 
homoschedasticity or heteroscedasticity does not 
occur. To test for the presence or absence of 
heteroscedasticity Glejser Test can be used. If the 
value is Prob. F count is greater than alpha level 
0.05 (5%) then Ho is accepted which means there is 
no heteroscedasticity. A good regression model is a 

regression that does not occur heteroscedasticity. If 
the significance value is > 0.05 then 
homoskedasticity occurs and if the significance 
value is <0.05, heteroscedasticity occurs. 

Hypothesis Test 

t-test. The t-statistical test is used to determine the 
effect of each independent variable on the dependent 
variable (Ghozali, 2013). Determine the acceptance 
criteria or rejection of H0, namely by looking at 
significant values. If p-value is < 0.05, then Ho is 
rejected or Ha is accepted and if p-value is > 0.05 
then Ho is accepted or Ha is rejected. The F-Statistic 
Test is used to find out whether the independent 
variables simultaneously or simultaneously affect 
the dependent variable.  

In the short term t-statistics and the probability of 
each variable gross domestic product (GDP) t-
statistic = 2.6485 and the coefficient value = 0.0319 
(prob = 0.0381) shows that the variable gross 
domestic product (GDP) has a positive effect and 
significantly influences inflation in Indonesia. 
Medium quality rice price variable (BER) with t-
statistic value = 2.6940 and coefficient value = 
19.249 (prob = 0.0127) shows that medium quality 
rice (BER) variable has a positive influence and 
significantly influences inflation in Indonesia. The 
variable price of bulk cooking oil (MGC) with a 
value of t-statistic = 2.9262 and the coefficient value 
= 12.6726 (prob = 0.0074) shows that the variable 
bulk cooking oil (MGC) has a positive and 
significant effect on inflation in Indonesia. Variable 
sugar (GUL) with t-statistic value = -0.9734 and 
coefficient value = -2.6495 (prob = 0.3400) shows 
that the variable price of sugar (GUL) has a negative 
effect and does not significantly influence inflation 
in Indonesia. Red curly chili variable (CMK) with t-
statistic value = 0.9981 and coefficient value 2.0487 
(prob = 0.3282) shows that the red curly chili 
variable (CMK) has a positive effect and does not 
significantly influence inflation in Indonesia. 
Chicken meat variable (DAY) with t-statistic value = 
-2.0463 with coefficient value = -14.9658 (prob = 
0.0518) shows that the variable price of chicken 
meat has a negative effect and does not significantly 
influence inflation in Indonesia.  

In the long term the gross domestic product (GDP) 
variable t-statistic = 2.8060 and the coefficient value 
= 0.0300 (prob = 0.0309) shows that the variable 
gross domestic product (GDP) is positively 
influential and significantly influences inflation in 
Indonesia. Medium quality rice price variable (BER) 
with t-statistic value = 1.2781 and coefficient value 
= 1.4953 (prob = 0.2134) shows that the medium 
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quality rice (BER) variable has a positive effect and 
does not significantly affect inflation in Indonesia. 
Variable price of bulk cooking oil (MGC) with t-
statistics value = -1.2668 and coefficient value = -
1.5671 (prob = 0.2174) shows that the variable bulk 
cooking oil (MGC) has a negative effect and does 
not significantly affect inflation in Indonesia. 
Variable sugar (GUL) with t-statistic value = -.6893 
and coefficient value = -0.9443 (prob = 0.4972) 
shows that the variable price of sugar (GUL) has a 
negative effect and does not significantly influence 
inflation in Indonesia. Red curly chili variable 
(CMK) with t-statistic value = 0.7575 and 
coefficient value 0.8276 (prob = 0.4561) shows that 
the curly red chili variable (CMK) has a positive 
effect and does not significantly influence inflation 
in Indonesia. Chicken meat variable (DAY) with t-
statistic value = -0.2771 with coefficient value = -
0.4710 (prob = 0.7841) shows that the variable price 
of chicken meat has a negative effect and does not 
significantly affect inflation in Indonesia. 

F-Test. In the short and long term, the estimation 
results can be seen that the F-statistic value is 5.0799 
with a statistical probability of  0.0001 smaller than 
α = 0.05 indicating that together all independent 
variables are gross domestic product (GDP), price of 
quality rice medium (BER), the price of bulk 
cooking oil (MGC), the price of sugar (GUL), the 
price of curly red chili (CMK), the price of chicken 
(DAY) and the Error Correction Term (ECT) have a 
significant effect on inflation in Indonesia.  

Coefficient Determination Test. This means that if 
R2 = 0, it indicates that there is no influence between 
the independent variables on the dependent variable. 
The smaller R2 approaches 0, it can be said that the 
smaller the influence of the independent variable on 
the dependent variable. Conversely, if R2 approaches 
1, it indicates the stronger influence of independent 
variables on the dependent variables. Based on the 
results of data processing with the Error Correction 
Model method in the short and long term, the value 
of R Squared is 0.7334 or 73.34%, so that in the 
short and long term variables the gross domestic 
product (GDP), medium quality rice (BER), price 
bulk cooking oil (MGC), price of granulated sugar 
(GUL), curly red chili price (CMK), chicken meat 
prices (DAY) affect inflation in Indonesia with a 
value of 73.34%. while the rest in the short and long 
term is 26.66% explained by variables outside the 
model (not examined).  

 

4 CONCLUSIONS 

Based on the estimation results that have been done 
using the Domowitz-El Badawi Error Correction 
Model model the following conclusions can be 
drawn; 

Of the several independent variables that were 
tried to be estimated in the equation of the effect of 
Gross Domestic Product variables, Medium Quality 
Rice Prices and Bulk Cooking Oil Prices in the short 
term these variables had a positive and significant 
effect on inflation in Indonesia. While the variable 
Curly Red Chilli Prices in the short term have a 
positive and not significant effect on inflation in 
Indonesia. As well as the variable sugar price and 
variable price of chicken meat, each variable in the 
short term does not affect inflation in Indonesia. 

At long term, from several independent variables 
that are tried to be estimated in the equation of the 
variable effect of Gross Domestic Product has a 
positive and significant influence on inflation in 
Indonesia. Variable Price of Medium Quality Rice, 
and Price of Curly Red Chili have a significant 
positive effect on inflation in Indonesia in the long 
run. Variable Prices of Bulk Cooking Oil, Variable 
Prices of Sugar, and Variable Prices of Chicken 
Meat have a negative and not significant effect on 
inflation in Indonesia. 

From the coefficient of determination (R2) with 
the estimated model results obtained R-Squared 
value of 0.7334 meaning that in the short and long 
term variable Gross Domestic Product, Medium 
Quality Rice Prices, Bulk Cooking Oil Prices, Local 
Sugar Prices, Curly Red Chili Prices, and Chicken 
Meat Prices affect Inflation in Indonesia with a 
value of 73.34%. The rest is influenced by other 
variables not discussed in this study. 

Based on the conclusions stated above, there are 
several suggestions that can be used as 
recommendations as follows; 

Because of at the short term all the independent 
variables affect Inflation, it is recommended that the 
government implement appropriate fiscal and 
monetary policies. The policy objective is to 
maintain the stability of food commodity prices 
appropriately. This is due to the large contribution of 
the effects of food commodity prices on the inflation 
rate in Indonesia. 

Because of the rate of economic growth will 
have a negative effect if accompanied by a high 
inflation rate. For this reason, there will be 
continued cooperation between Bank Indonesia as 
the monetary authority and the government as the 
fiscal authority and related agencies and institutions 
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to increase the effectiveness of inflation control 
through strengthening the national inflation control 
team. 

The government is expected to collaborate 
sustainably with local farmers as well as food 
commodity traders. This is so that traders do not 
make prices according to their own wishes and local 
farmers get a comparable advantage from the price 
of the commodity. Also to equalize the welfare of 
the Indonesian people in each different region. So 
that later inequality between regions can be 
minimized. 
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Abstract: The long-term goal of this paper is to help the government in the process of people-centered development. 
Where is the globalization era which is all free, has brought changes in all aspects, include economic 
development. So that, the view of development is not only increasing economic growth and national 
income, but also increasing Human Development Index. Then, this is called participatory empowerment. 
This concept, implemented of Farmer Group “Agri Mandiri” in subsidized housing Bulan Terang Utama, 
Malang City. This paper using qualitative method with Participatory Action Research (PAR) approach. The 
result of this study is PAR approach can increase community participation. In this paper, researcher act as 
facilitators in development of Farmer Group “Agri Mandiri”. The fact, facilitators is very important to foster 
enthusiasm and provide guidelines on how farm garden governance becomes a professional organization. 
Developing model a PAR approach can help the community or organization to fulfil basic needs, also be 
one of the tools to increasing of income in a long-term. In the ends, the role of facilitators is very important 
for the success of community empowerment. For the future research should take longer time line to 
observation.

1 INTRODUCTION 

Community empowerment can use one of alternative 
strategic of national development in the long-term. 
People centered development approach, could be 
new energy of economic development that based on 
participatory concept. People centered development, 
sees humans as a citizens and main subject of 
development or community empowerment. 

The main approach in empowerment concept is 
community not the object of various development 
projects, but is the subject of its own development 
efforts. Based on the concept, so community 
empowerment has to follow three guidelines 
(Sumodiningrat, 1999). Firstly, the effort must be 
directed. This is popularly called partiality. This 
effort is aimed directly at those who need it, with 
programs designed to address the problem and 
according to their needs. Secondly, this program 
must be immediately included or even implemented 
by the target community. Including the community 

who will be helped has several objectives, namely so 
that the assistance is effective because it is in 
accordance with the will and recognizes their 
abilities and needs. In addition, it simultaneously 
enhances the ability of the community with 
experience in designing, implementing, managing, 
and taking responsibility for efforts to improve 
themselves and their economy. Thirdly, using a 
group approach, because individually the poor are 
difficult to solve the problems they face, also the 
scope of assistance becomes too broad if the 
handling is done individually. This group approach 
is the most effective and seen from the use of 
resources is also more efficient. 

Participation is an important component in 
generating independence and empowerment 
processes (Mayo & Craig, 1995). This process, in 
the end, will be able to create people-centered 
development (Hikmat, 2004). The success of 
empowerment depends on the active role of the 
community, so the concept of participatory based 
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empowerment arises. Participatory based 
empowerment invites all communities to participate 
together in devoting thoughts, ideas, energy and 
even funds to achieve the agreed program. These 
empowerment programs are mainly related to the 
optimal use of resources to meet community needs. 
For this reason, we need collective action / collective 
action in synergy, where collective action is an 
action carried out by a group of individuals both 
directly and through an organization, to achieve 
mutual interests (Marshall, Duffy, Thompson, 
Castell, & Hall, 2008). 

In this study, the empowerment concept based on 
participatory will be applied to the farmer groups in 
subsidized housing Bulan Terang Utama of Malang 
City. Subsidized housing is one of the government's 
programs to provide housing for low income groups. 
Therefore, the development of a participatory model 
on community empowerment in subsidized housing 
Bulan Terang Utama of Malang City is important to 
identify. This is very beneficial for the community to 
get facilitators in the development of farmer groups 
as an effort to fulfill the basic needs and increase of 
community income in the long run. 

2 LITERATURE REVIEW 

Empowerment is a process and results that can be 
improved and evaluated (Hur, 2006). It is hoped that 
a participatory approach will enable social processes 
that produce positive change in individuals, 
organizations, communities and communities. A 
successful empowerment process will result in a 
greater sense of control, social participation, and 
choice in the lives of individuals. In society, it can 
result in increased resources, enhanced connections, 
and solidarity with other groups, which results in 
improved quality of life (Nelson, 2005). 

Participation according to Hoofsteede (1971) 
quoted by (Khairudin, 1992) means "The taking part 
in one or more phases of the process" or taking part 
in a stage or more of a process, in this case the 
development process. Whereas according to 
Fithriadi et al. (1997) Participation is the main point 
in a community-centered and sustainable 
development approach and is an ongoing interactive 
process. 

The principle in participation is to involve or 
direct community participation, and only be possible 
if the community itself takes part, from the 
beginning, the process and formulation of results. 
Community involvement will be the guarantor of a 
good and correct process. Thus, (Abe, 2005) 
assumes that this causes the community to be well 
trained. Without pre-conditions, in the sense of 

developing political education, direct community 
involvement will not give many meanings. 

Furthermore (Abe, 2005) argues, involving the 
community directly will have an important impact, 
namely: (1) Avoid the opportunity for manipulation. 
Community involvement will clarify what people 
really want; (2) Giving added value to the legitimacy 
of the planning formula because the more the 
number of those involved will be better; and (3) 
Increase public awareness and political skills. 

3 RESEARCH METHOD 

The methodology used in this research is using 
explorative qualitative research. The data used is 
primary data which is carried out by interviews and 
direct observations in the research area. The subject 
of this study is the Taman Bertani "Agri Mandiri" 
which is located in the Perumahan Bulan Terang 
Utama RT. 04 / RW.16. The developing model in 
this research using Participatory Action Reasearch.  

4 RESULT AND DISCUSSION 

Most of people in subsidized housing Bulan Terang 
Utama (BTU) are on the middle to lower scale. 
Where subsidized housing is one of the government 
programs in providing adequate housing facilities 
for the poor. Human resource empowerment 
programs have been carried out by the government. 
This is in line with Indonesia's development goals, 
namely to build Indonesian people as a whole, then 
development must be a social change that does not 
only occur in mere living standards but also in the 
role of the elements in it. Development places 
humans as the subject of development. Community 
empowerment in poverty reduction is a commitment 
between the state government and the regional 
government. 

So that, the prices of housing and credits are 
subsidized by the government. However, in the 
structure of BTU subsidized housing development 
there are also non-subsidized housing. The 
percentage of non-subsidized housing is only around 
10 percent till 15 percent. The location of non-
subsidized housing is between subsidized housing. 
So that one RT consists of 3 housing blocks, of 
which 2 blocks are subsidized housing and 1 non-
subsidized housing block. So that people can unite 
and have harmonious interactions. 

This interaction can work well, as evidenced by 
the existence of a farmer group "Agri Mandiri" in 

UNICEES 2018 - 1st Unimed International Conference on Economics Education and Social Science

482



 

Bulan Terang Utama Housing RT 04 / RW 16, Jl. Ki 
Ageng Gribg Madyopuro, Malang City. This group 
was formed from the initiative of residents to utilize 
vacant land in addition to housing which is also a 
green land that has been programmed by developers. 
This farmer group was formed since 2017, but the 
conditions are still ups and downs. Therefore, the 
researcher wants to develop a participatory approach 
to empowering the farmers group so that the initial 
idea of the farmer group dies and finally only as a 
discourse. 

The farmer group "Agri Mandiri", run by the 
head of the household and assisted by mothers in 
RT.04 / RW.16. The purpose and objective of 
forming this farming group is to promote community 
mutual assistance activities by utilizing non-
productive land alongside housing. Providing 
residents with psychological benefits for aesthetics 
and health from agricultural products that are 
managed naturally without synthetic chemicals. And 
as a medium for reforestation and creation of 
neighborhood residents. Besides this farming park is 
intended to educate children and the younger 
generation to preserve the environment and 
understand the types, shapes and benefits of plants in 
practice. 

Given that this housing is still new, so most of 
people who lives in this housing is working age, its 
means they are so productive . However, there are 
also those who are unworking age or non-
productive. The variety and status of residents of 
RT.04 / RW16 actually makes the farming groups 
even better. With a variety of backgrounds that are 
owned, it is possible to exchange information. For 
example, there are those who work in the financial 
sector and are still young so they can share about 
funding issues. There are also those who have a 
great interest or interest in farming, so they can 
share about the farming group activities program and 
make a pilot project, which is more important than 
that is that sustainable participation is very much 
needed for the success of the managed farming park. 

 At the first this farming group still ran a 
farming park as part of their hobbies and activities, 
but often they gathered finally came up with an idea 
to develop a farming park so that it could be used by 
local residents and later it could be sold as an 
increase in agricultural yields so that the community 
economy could increase around. However, this idea 
is often constrained by the problem of farm 
management that none of the residents have an 
agricultural background. So that in running activities 
in the farm garden only learn from books or from 
videos spread on the internet. Some have succeeded, 
but many have failed. 

 The cohesiveness of the community in this 
RT can also be seen from the participation of 

mothers in selling and providing consumption when 
there are farming park activities. So that the 
management of the farming park is carried out by 
the ladies and gentlemen, the part of providing 
consumption and selling the results of farm garden 
products. Agricultural products have their own 
characteristics, namely promoting organic products. 

The results of the participatory approach 
included 3 main points, namely: 
1. The farmer group will repair the greenhouse 

At the beginning of this farmer group was 
formed, they have made a greenhouse, but 
walking for 2 months the greenhouse was 
damaged by the wind. Even though the 
existence of a green house is very important, 
because not all plants can be placed on exposed 
land. Moreover, the construction of empty land 
is not all fertile. Therefore farmer groups 
agreed to rebuild greenhouses that were more 
robust with joint funding. 

2. The farmer group will replace plants that are 
easy to manage and produce 
Before the existence of the researcher, the 
plants planted by farmer groups were diverse 
and unfocused. Then it was agreed that the 
plants to be planted included two groups of 
plants, namely (a) plants for household needs 
and (b) main crops in the form of passion fruit 
which would later be used as processed 
products. 

3. Farming governance will be assisted for access 
to experts 
The farmer group asks the facilitator to bring in 
special experts in agriculture so that the plants 
to be planted can grow well. This is because 
according to the experience of the previous 
farmer groups many plants failed to harvest. 
The yield of the plant is not satisfactory. The 
farmer group can only make compost, but for 
governance there is no expert. 

4. Make written work program 
So far, farmer groups have never made a 
written agenda, so many ideas that have been 
accommodated cannot be implemented. So that 
researchers become facilitators in preparing the 
activity agenda in writing. This is used so that 
each citizen has duties and responsibilities, so 
that all activities can be carried out properly. 

 

 

5 CONCLUSIONS 

The conclusion of this paper are, namely: 
1. The existence of facilitators makes farmer 

groups become increasingly active and 
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enthusiastic. This is because they feel they have 
the support of outside parties who also develop 
the farming parks they manage. 

2. Empowerment programs through a participatory 
approach are more efficient in increasing 
community activeness. 

3. The existence of an empowerment program 
through a participatory approach is more 
efficient in the preparation of community 
activities programs. 

 
The suggestion of this paper are, namely: 
1. Mentoring should be carried out continuously so 

that the results obtained are getting more and 
more. 

2. The implementation of the activity program 
must be longer because every weather has a 
different problem. 

3. More assistance from experts in agriculture is 
needed so that plant varieties and processed 
products can be maximized and have high 
selling power 
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Abstract: The aim of this paper is to analyse the relation between foreign investment, economic growth, and trade in 
Indonesia. using secondary data in the form of time series data from 1981 to 2017. Data is obtained from the 
World Bank website. For data analysis using vector autoregression (VAR) method. Stationary data at first 
difference and cointegrated. Thus, the vector error correction (VECM) model is used to analyze the short 
and long-term relationships of each variable. The results obtained are that there are no significant variables 
in the short term and obtained significant long-term effects of FDI, export and import variables on GDP in 
Indonesia. After a causality test, the conclusion is that the FDI variable has a one-way causality relationship 
to the variables GDP, exports and imports. The import variable has a one-way causality relationship to GDP 
and exports. Meanwhile, the import variable has a one-way causality relationship with exports. 

1 INTRODUCTION 

Indonesia is located in the Southeast Asia region. It 
is an archipelago with abundant natural resources 
and beautiful landscapes. Based on these 
explanations, Indonesia has a very large possibility 
for investment activities, especially foreign 
investment (FDI) because there are many available 
raw materials from various sectors such as 
agriculture, plantations, mining. also the potential of 
nature that can be used as a tourist area. If this 
potential can be utilized optimally, it will improve 
the economy in Indonesia. 

Apart from foreign investment, trade can also 
boost a country's economic growth. One of the 
objectives of international trade is to increase GDP 
(Gross Domestic Product) or the total value of 
production of goods and services in a country for 
one year. The impact of international trade can be 
felt in terms of social, political and economic 
interests to help drive the progress of 
industrialization, transportation, globalization and 
the presence of multinational companies. 

Based on the description above, this study was 
made to analyze the relationship between foreign 
investment, trade and GDP growth in Indonesia. 
This paper is divided into five parts. The first part is 

the introduction. The second part is aimed at the 
theoretical framework. The third part contains the 
research methods used. The fourth part contains the 
results and research discussions. And the last part 
includes the conclusions obtained. 

2 THEORETICAL STUDY 

2.1 Economic Growth 
Prof. Simon Kuznets, defined economic growth as 
"a long-term increase in the ability of a country to 
provide more and more types of economic goods to 
its population. This ability grows according to 
technological progress, and institutional and 
idiological adjustments that are needed ". 

Economic growth is one of the most important 
indicators in carrying out an analysis of economic 
development that occurs in a country. Where this 
economic growth shows the extent to which 
economic activity will generate additional income 
for the community in a certain period. Economic 
growth is closely related to the amount of GDP. If 
the amount of GDP in a region is high, it can be 
concluded that economic growth is high. GDP is 
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used for various purposes, but the most important is 
to measure economic performance.  

In Indonesia, GDP growth from 2010 to 2017 is 
in the range of 4-5 percent. The highest growth 
recorded in 2010 was 6.2 percent, with GDP at a 
constant price of US $ 755.09 billion. In 2015 the 
GDP value of US $ 988.13 billion with economic 
growth at that time amounted to 4.9 percent. in 
general, total GDP growth in Indonesia has 
increased every year. 
 
2.2 Foreign Direct Investment 
Foreign direct investment is carried out by foreign 
parties or it can also be said as a full-fledged 
company investment, where management of both 
management and part of the workforce is determined 
by foreign parties. Direct investment includes capital 
transfers or the establishment of factories and 
usually uses production techniques of the country of 
origin of investors, managerial services, marketing 
and advertising determined by the foreign investor. 

Based on data obtained from the World Bank, 
the value of foreign investment entering Indonesia 
each year continues to fluctuate. In 2010, foreign 
capital was recorded at US $ 15.29 billion, and in 
2017 amounted to US $ 21.46 billion. Although it 
had dropped in 2016 amounting to US $ 4.54 billion. 
This indicates that the investment climate in 
Indonesia is quite good, so that foreign investors do 
not hesitate to invest their funds.  
 
2.3 International Trade 
International trade is an interaction between 
countries in the form of buying and selling goods 
and services on the basis of mutual agreement. 
International cooperation in the field of trade is not 
something that has just begun, but has been around 
since the Middle Ages. 

International trade is an "engine of growth". 
Exports and imports are important factors in 
stimulating a country's economic growth. Where, 
exports and imports will enlarge the consumption 
capacity of a country, increase output and provide 
access to scarce resources and potential international 
markets for various export products which without 
these product products, poor countries will not be 
able to develop activities and life of the national 
economy (Todaro, 1993). 

Based on data obtained from the World Bank. 
The value of Indonesian exports and imports from 
2010 to 2017 has fluctuated. In 2010 the value of 
Indonesian exports amounted to US $ 166.64 billion 
and imports amounted to US $ 145.42 billion, 
resulting in a surplus of US $ 21.21 billion. In 2012 
the value of Indonesian exports increased to US $ 

211 billion, followed by imports which also 
increased by US $ 212.89 billion, resulting in a 
deficit of US $ 1.88 billion. The trade deficit 
continued until the next two years. In 2017 the value 
of Indonesian exports was US $ 193.55 billion and 
imports amounted to US $ 182.53 billion, a surplus 
of US $ 11.03 billion. 
 
2.4 Literatur Review 
Based on the research of Zuzana Szkorupova (2014), 
there was a long-term causal relationship between 
the variables studied. This paper also discovers the 
positive impact of foreign direct investment and the 
positive impact of exports on gross domestic product 
in Slovakia. Seng Shotan (2017), found strong 
evidence about the causal impact of FDI on 
Cambodia's economic growth (GDP). Afaf Abdull J, 
Saaed and Majeed Ali Hussain (2015), show that 
there is unidirectional causality between exports and 
imports and between exports and economic growth 
in Tunisia. Muhammad Shaikh and Hussain Shar 
(2010), show that there is a causal relationship 
between economic growth, exports and foreign 
inventories (FDI). And concluded that investment 
(FDI) in Pakistan has attracted economic growth and 
exports. Rehmat Ullah, Khalid Javed and Falak Sher 
(2012), showed that economic growth was also 
positively influenced by investment. But the 
Causality test does not support the causality of trade 
openness to GDP. And José Luis, Carlos Rivera and 
Priscilla Castro (2009), entitled Economic growth, 
foreign direct investment and international trade: 
evidence on causality in the Mexican economy, 
shows the bidirectional causal relationship of FDI 
and GDP in Mexico. 
 

3 RESEARCH METHOD 

This study uses the VAR and VECM methods to 
analyze the relationships between variables. Data 
used in the form of secondary data in the form of 
time series from 1981 - 2017 in Indonesia. All data 
is sourced from the World Bank website. Data is 
processed using the program Eviews 10. The 
variables examined are in the form of constant total 
GDP in 2010, the foreign direct investment net 
inflows variable, the variables of export and import 
values. 

Before deciding to use the right model for the 
data in this study. There are several steps that must 
be passed first, such as: 
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3.1 Data Stationarity Test 
Time series economic data are generally stochastic 
(having a trend that is not stationary / data has unit 
roots). If the data has a unit root, the value will tend 
to fluctuate not around the average value, making it 
difficult to estimate a model. (Rusydiana, 2009). 
Unit Root Test is one of the concepts that lately is 
increasingly popular to be used to test the stationary 
time series data. This test was developed by Dickey 
and Fuller, using the Augmented Dickey Fuller Test 
(ADF). The stationarity test that will be used is the 
ADF (Augmented Dickey Fuller) test using the 5 
percent real level. 
 
3.2 Optimum Lag Length Test 
VAR estimation is very sensitive to the lag length 
used. Determination of the number of lags (orders) 
to be used in the VAR model can be determined 
based on Akaike Information Criterion (AIC) 
criteria, Schwarz Information Criterion (SC) or 
Hannan Quinnon (HQ). Besides testing the optimal 
lag length is very useful to eliminate the problem of 
autocorrelation in the VAR system, so that the use of 
optimal lags is expected to no longer appear the 
problem of autocorrelation. (Nugroho, 2009). 
 
3.3 Stability Test of the VAR Model 
VAR stability needs to be tested before doing further 
analysis, because if the VAR estimation results will 
be combined with the unstable error correction 
model, then Impulse Response Function and 
Variance Decomposition become invalid (Setiawan, 
2007 in Rusydiana, 2009). 
 
3.4 Granger Causality Analysis 
Causality tests are conducted to determine whether 
an endogenous variable can be treated as an 
exogenous variable. This starts from ignorance of 
influence between variables. If there are two 
variables y and z, then y causes z or z to cause y or 
applies both or there is no relationship between the 
two. The y variable causes the variable z to mean 
how many z values in the current period can be 
explained by the z value in the previous period and 
the y value in the previous period. 
 
3.5 Cointegration Test 
As with the Engle-Granger statement, the existence 
of non-stationary variables causes the possibility of a 
long-term relationship between variables in the 
system. Cointegration tests are carried out to 
determine the existence of relationships between 
variables, especially in the long term. If there is 
cointegration on the variables used in the model, it 

can be ascertained that there is a long-term 
relationship between the variables. The method that 
can be used in testing the existence of this 
cointegration is the Johansen Cointegration method. 
 
3.6 Empirical Model of VAR / VECM 
After cointegration is known, the next test process is 
carried out using the error correction method. If 
there are differences in the degree of integration 
between test variables, the test is carried out 
simultaneously (jointly) between the long-term 
equation with the error correction equation, after it is 
known that in the variable there is cointegration. The 
difference in degrees of integration for cointegrated 
variables is called Lee and Granger (Hasanah, 2007 
in Rusydiana, 2009) as multicointegration. But if 
there is no cointegration phenomenon, then the test 
is continued by using the first difference variable. 
(Rusydiana, 2009). 

VECM is the form of VAR that is estimated 
because of the existence of data forms that are not 
stationary but are cointegrated. VECM is often 
referred to as the VAR design for non-stationary 
series that has a cointegration relationship. The 
VECM specification restricts the long-term 
relationship of endogenous variables to converge 
into their cointegrated relationship, but still allows 
the existence of short-term dynamics. 

 

4 RESULTS AND DISCUSSION 

4.1 Stationary Test 
The test method used to test the data stationarity is 
the ADF (Augmenteed Dick Fuller) test using a real 
level of five percent. If the t-ADF value is smaller 
than the critical value of MacKinnon, it can be 
concluded that the data used is stationary (does not 
contain unit roots). Testing the roots of this unit is 
carried out at the level up to the first difference. 

The results of the ADF test can be seen in the 
table below: 

 
Table 1: ADF Unit root test 

Null hypothesis : lnGDPC, lnFDI, lnEX, lnIM 

Variabel 
ADF Test statistic (p value) 

Level 1st difference 
lnGDPC -2.29 (0.42) -4.37 (0.00)***

lnFDI -3.89 (0.02)*** -6.49 (0.00)***

lnEX -2.91 (0.17) -5.28 (0.00)***

lnIM -2.48 (0.33) -4.91 (0.00)***
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Note:  (1) Test critical values at 1%, 5% and 10% 
level are -3.53, -2.91 and -2.59, 
Respectively 

(2) ***, ** and * denote rejection of null 
hypothesis at 1%, 5% and 10% level of 
significance, respectively. 

 
From the table above it can be seen that the data 

is stationary at the 1st difference because the 
probability value is smaller than α = 5 percent. 

 
4.2 Optimal Lag Test 
The next step to estimate the VAR model, must first 
determine the optimal lag that will be used in the 
VAR estimation. Determination of optimal lag is 
important because in the VAR method, the optimal 
lag of endogenous variables is the independent 
variable used in the model. Testing the optimal lag 
length is very useful to eliminate the problem of 
autocorrelation in the VAR system which is used as 
a VAR stability analysis. So that with the use of the 
optimal lag it is expected that the autocorrelation 
problem will not appear again. The optimal lag 
length will be searched using the available 
information criteria. The selected lag candidates are 
length lag according to criteria such as Likehood 
Ratio (LR), Final Prediction Error (FPE), Akaike 
Information Crition (AIC), Schwarz Information 
Crition (SC), and Hannan-Quin Crition (HQ). 
Determination of optimal lag in this study was based 
on sequential modified LR statistical test (LR) 
criteria. 
 

Table 2: Optimal Lag Test 
VAR Lag Order Selection 
Criteria   
 Lag LogL LR FPE AIC SC HQ

0 -7.22 NA   2.27e-05  0.660  0.839 0.722

1  110.68   201.14*   5.72e-08*  -5.334*  -4.436* -5.028*

2  122.93  18.01  7.44e-08 -5.113 -3.497 -4.562

3  140.62  21.85  7.54e-08 -5.213 -2.878 -4.417

 * indicates lag order selected by the criterion 
 LR: sequential modified LR test statistic (each test at 5% 
 level) 
 FPE: Final prediction error 
 AIC: Akaike information criterion 
 SC: Schwarz information criterion 
 HQ: Hannan-Quinn information criterion 
 
 Based on table 2 above, the selected lag is lag 1. 
 
4.3 Stability Test of the VAR Model 
Before entering into a further stage of analysis, the 
estimated estimation of the VAR system system 

must be tested for stability through VAR stability 
condition check in the form of roots of characteristic 
polynomial for all variables used multiplied by the 
number of lags of each VAR. VAR stability needs to 
be tested because if the estimated VAR stability is 
unstable, the IRF and FEVD analysis becomes 
invalid. Based on the results of these tests, a VAR 
system is said to be stable if all roots or roots have 
modulus smaller than one. In this study, based on the 
VAR stability test shown in the Table it can be 
concluded that the estimation of VAR stability to be 
used for IRF and FEVD analysis has been stable 
because of the modulus range <1. 
 

Table 3: VAR Stability Test 
Roots of Characteristic Polynomial 
Endogenous variables: D (lnGDPC) D (lnFDI)
       D (lnEX) D (lnIM)

Exogenous variables: C
Lag specification: 1 2

    Root Modulus 
0.991023  0.991023 
0.233548 - 0.600717i  0.644520 
0.233548 + 0.600717i  0.644520 
0.516572 - 0.293687i  0.594221 
0.516572 + 0.293687i  0.594221 
0.538923  0.538923 

-0.118734  0.118734 
-0.035249  0.035249 
 
4.4 Cointegration Test 
The purpose of the cointegration test in this study is 
to determine whether a group of variables that are 
not stationary at that level meets the requirements of 
the integration process, namely where all variables 
are stationary at the same degree, namely degrees 1 
or I (1). Based on the results seen in the Table, 
cointegration testing in this study uses the Johansen 
Trace Statistic test cointegration test method. 

Long-term information is obtained by first 
determining the cointegration rank to find out what 
the system of equations can explain from the whole 
system. Cointegration testing criteria in this study 
are based on trace statistics. If the trace statistic 
value is greater than the critical value of 5 percent, 
the alternative hypothesis that states the number of 
cointegration is accepted so that it can be known 
how many equations are cointegrated in the system. 

This test aims to determine whether there is a 
long-term effect on the variables that we will 
examine. If there is proven cointegration, the VECM 
stage can be continued. But if it is not proven, then 
VECM cannot continue. 
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Table 4: Johansen Cointegration Test 
Sample (adjusted): 1983 2017  
Included observations: 35 after adjustments 
Trend assumption: Linear deterministic trend (restricted)
Series: LNGDPC LNFDI LNEX 
LNIM   
Lags interval (in first differences): 1 to 1 

   
Unrestricted Cointegration Rank Test (Trace) 

Hypothesized Eigen- Trace 0.05 
No. of CE(s) value Statistic Critical  

Value 
Prob.*

*
None *  0.6307  73.801  63.87610 0.0058

At most 1  0.5322  38.934  42.91525 0.1183
At most 2  0.2001  12.346  25.87211 0.7875
At most 3  0.1214  4.5319  12.51798 0.6644

 Trace test indicates 1 cointegrating eqn(s) at the 0.05 
level 
 * denotes rejection of the hypothesis at the 0.05 level
 **MacKinnon-Haug-Michelis (1999) p-values 

   
Unrestricted Cointegration Rank Test (Maximum 
Eigenvalue) 

Hypothesized Eigen- 
Max-
Eigen 0.05 

No. of CE(s) value Statistic Critical  
Value 

Prob.*
*

None *  0.6307  34.867  32.118 0.0225
At most 1 *  0.5322  26.587  25.823 0.0396
At most 2  0.2001  7.8146  19.387 0.8377
At most 3  0.1214  4.5319  12.518 0.6644

 Max-eigenvalue test indicates 2 cointegrating eqn(s) at 
the 0.05 level 
 * denotes rejection of the hypothesis at the 0.05 level
 **MacKinnon-Haug-Michelis (1999) p-values 
 
 Based on the table above, it can be seen that the 
trace statistic value and maximum eigenvalue at r = 
0 are greater than the critical value with a 
significance level of 5 percent. This means that the 
null hypothesis which states that no cointegration is 
rejected and the alternative hypothesis which states 
that there is cointegration is accepted. Based on the 
analysis from the table above, it can be seen that 
among the four variables in this study, there is 
cointegration at the 5 percent significance level. 
Thus, the results of the cointegration test indicate 
that between the movements of GDPC, FDI, EX and 
IM have a relationship of stability / balance and 
similarity of movements in the long run. or, in each 
short-term period, all variables tend to adjust to each 
other, to achieve long-run equilibrium. 

4.5 Granger Causality Test 
he Granger Causality Test aims to see whether two 
variables have a reciprocal relationship or not. In 
other words, does one variable have a significant 
causal relationship with other variables, because 
each variable in the study has the opportunity to 
become an endogenous or exogenous variable. The 
bivariate causality test in this study used the VAR 
Pairwise Granger Causality Test and used a real 
level of five percent. The following table presents 
the results of the Bivariate Granger Causality test 
analysis. 
 

Table 5: Results of Granger causality test 
Pairwise Granger Causality Tests 
Sample: 1981 2017
Lags: 1  

 Null Hypothesis: Obs 
F- 

Stat 
Prob.

LNFDI does not Granger Cause LNGDPC  36  0.15 0.69
 LNGDPC does not Granger Cause LNFDI  9.99 0.00
LNEX does not Granger Cause LNGDPC  36  0.08 0.78
 LNGDPC does not Granger Cause LNEX  6.87 0.01
LNIM does not Granger Cause LNGDPC  36  0.16 0.69
 LNGDPC does not Granger Cause LNIM  5.25 0.03
 LNEX does not Granger Cause LNFDI  36  9.37 0.00
LNFDI does not Granger Cause LNEX  0.08 0.78
 LNIM does not Granger Cause LNFDI  36  8.44 0.01
LNFDI does not Granger Cause LNIM  0.01 0.90
LNIM does not Granger Cause LNEX  36  2.36 0.13
 LNEX does not Granger Cause LNIM  9.89 0.00
 
- H0  : LNFDI does not affect LNGDPC 

H1  : LNFDI affect LNGDPC 
The F-Statistic probability value is greater than α 
= 5%, (0.69> 0.05), H1 is accepted (LNFDI 
affects LNGDPC). 
H0  : LNGDPC does not affect LNFDI 
H1  : LNGDPC affect LNFDI 
F-Statistic probability value is smaller than α = 
5%, (0.00 <0.05), H0 is accepted (LNGDPC 
does not affect LNFDI). 
Thus, it was concluded that there was 
unidirectional causality between the LNFDI and 
LNGDPC variables. 
 

- H0  : LNEX does not affect LNGDPC 
H1  : LNEX affect LNGDPC 
The F-Statistic probability value is greater than α 
= 5%, (0.78> 0.05), H1 is accepted (LNEX 
affects LNGDPC). 
H0  : LNGDPC does not affect LNEX 
H1  : LNGDPC affect LNEX 
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F-Statistic probability value is smaller than α = 
5%, (0.01 <0.05), H0 is accepted (LNGDPC 
does not affect LNEX). 
Thus, it was concluded that there was 
unidirectional causality between LNEX and 
LNGDPC variables. 
 

- H0  : LNIM does not affect LNGDPC 
H1  : LNIM affect LNGDPC 
The F-Statistic probability value is greater than α 
= 5%, (0.69> 0.05), H1 is accepted (LNIM 
affects LNGDPC). 
H0  : LNGDPC does not affect LNIM 
H1  : LNGDPC affect LNIM 
F-Statistic probability value is smaller than α = 
5%, (0.03 <0.05), H0 is accepted (LNGDPC 
does not affect LNIM). 
Thus, it was concluded that there was causality 
in the direction of the variables LNIM and 
LNGDPC 
 

- H0  : LNEX does not affect LNFDI 
H1  : LNEX affect LNFDI 
F-Statistic probability value is smaller than α = 
5%, (0.00 <0.05), H0 is accepted (LNEX does 
not affect LNFDI). 
H0  : LNFDI does not affect LNEX 
H1  : LNFDI affect LNEX 
F-Statistic probability value is greater than α = 
5%, (0.78> 0.05), H1 is accepted (LNFDI affects 
LNEX). 
Thus, it was concluded that there was 
unidirectional causality between LNFDI and 
LNEX variables. 
 

- H0  : LNIM does not affect LNFDI 
H1  : LNIM affect LNFDI 
F-Statistic probability value is smaller than α = 
5%, (0.01 <0.05), H0 is accepted (LNIM does 
not affect LNFDI). 
H0  : LNFDI does not affect LNIM 
H1  : LNFDI affect LNIM 
The F-Statistic probability value is greater than α 
= 5%, (0.90> 0.05), H1 is accepted (LNFDI 
affects LNIM). 
Thus, it was concluded that there was 
unidirectional causality between LNFDI and 
LNIM variables. 
 

- H0  : LNIM does not affect LNEX 
H1  : LNIM affect LNEX 
F-Statistic probability value is greater than α = 
5%, (0.13> 0.05), H1 is accepted (LNIM affects 
LNEX). 

H0  : LNEX does not affect LNIM 
H1  : LNEX affect LNIM 
F-Statistic probability value is smaller than α = 
5%, (0.00 <0.05), H0 is accepted (LNEX does 
not affect LNIM). 
Thus, it can be concluded that there is a 
unidirectional causality between the LNIM and 
LNEX variables 

 
4.6 VECM Model 
The VECM estimation results will get a short-term 
and long-term relationship between Total GDP, 
Foreign Investment, Export and Import. In this 
estimation, Total GDP is the dependent variable, 
while the independent variable is Foreign 
Investment, Export and Import. 

Based on the estimation results of the VECM 
model there are no significant influencing variables 
in the short term because the t-statistic values 
obtained by almost all variables are smaller than the 
t-table value at α = 0.05. 

However, for the long term there is a significant 
influence between the variables of foreign 
investment (lnFDI), exports (lnEX) and imports 
(lnIM) on GDP (lnGDPC) in Indonesia. 
 

Table 6: Long term influence 
Variables Coefficient T-Stat 
lnFDI (-1) 0.533134 4.71614
lnEX (-1) 3.659332 4.85363
lnIM (-1) 3.964144  4.65306

Source : Output eviews 
 
 Based on the table above. It can be concluded 
that there is a positive and significant long-term 
effect of foreign investment of 0.53 percent, exports 
of 3.65 percent and imports of 3.9 percent of total 
GDP in Indonesia at the level of confidence α = 
0.05. 
 

5 CONCLUSIONS 

The purpose of this study is to examine the 
relationship between GDP, foreign investment and 
trade (exports and imports) in Indonesia. This paper 
presents some facts about patterns of FDI inflows, 
international trade and GDP growth in Indonesia. 
from the data obtained (1981-2017) it shows that 
international trade (export-import) and GDP growth 
increase over time. Although foreign investment into 
Indonesia tends to fluctuate, the trend is positive. All 
variables studied have a long-term relationship in I 
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(1). In the VECM model there are short-term effects 
that are not significant for the FDI, import and 
export variables on GDP. However, there is a long-
term relationship between the three dependent 
variables on GDP in Indonesia. Based on the results 
of the test granger causality, the results of the FDI 
variable have a one-way causality relationship to the 
variables GDP, exports and imports.  

The import variable has a one-way causality 
relationship to GDP and exports. While the import 
variable has a one-way causality relationship with 
exports. Thus it can be concluded that in this paper 
the GDP variable is an endogenous variable whose 
value is influenced by other variables (FDI, import 
and export). The variable foreign investment (FDI) 
is an exogenous variable that can affect other 
variables (GDP, exports and imports). Meanwhile, 
the export and import variables can be exogenous 
and endogenous variables. Therefore, foreign 
investment (FDI) in Indonesia must be continuously 
improved because it can affect GDP and Indonesia's 
trade. 
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Abstract: This study aims to examine the causality between education and health fund to poverty in Indonesia. The 
data used is quarterly from 1998Q1 to 2017Q4. This research uses granger causality model. The results 
show on lag 1, there is no causality between education, health, and poverty. Similar results are also found in 
lag estimates 4. Estimates of lag 2 indicate education and poverty have bidirectional relationships. 
Meanwhile health and poverty have unidirectional relationships. The peak lag 3 illustrates only one-way 
education on poverty vice versa. But health found no causality. The recommendation that the allocation 
should have an impact and effective in the short term and increase the allocation of health budget.

1 INTRODUCTION 

Poverty has been a problem facing by developing 
countries. It has been a serious problem for the 
developing countries. It is also a problem for 
Indonesia as the country is among developing 
countries. Poverty is also viewed as a complex 
problem with many dimensions includes social, 
economic, culture, and other aspects. In Indonesian 
case, poverty causes the difficulties for the people in 
fulfilling their needs.  Poor people face the lack of 
access for a better life. 

Indonesian Statistic Board (BPS) via 
www.bps.go.id stated that in 1996, the amount of 
poor people in Indonesia were 22.5 million people. 
The number had increased for the year 1998 with the 
amount of 49.5 million people. The sharp increase 
for that period of time one was caused by the 
financial crisis in South East Asian Countries 
including Indonesia. The economic performance in 
1998 showed that Indonesian economy had grown 
by minus 4 percent which caused many economic 
problems such as high unemployment and increasing 
in the poverty rate. But, many years after the 
economic crisis, Indonesian economy had recovered 
since 2005 with the decrease in poverty. 

In order to reduce the poverty, Indonesian 
government has the policy on increasing human 
capital via education, increasing health care via 

health insurance skim (BPJS), income support, and 
mandatory education requirement (12 years of 
schooling), and many other programs. Education has 
been the focus of government with budget allocation 
as much as 20 percent of total national government 
budget (APBN) and regional government budget 
(APBD). 

The allocation of funds for education and health 
is mainly plotted from the tax. Since 2000, 
Indonesian government has plotted 20 percent of 
APBN for education and 5 percent of APBN for 
health care. The efforts in reducing poverty 
continuously have been the key for the government. 
The policy is also adjusted with the economic 
conditions. 

Theoretically, poor people face vicious circle of 
poverty. According to Chambers in Syarifuddin 
(2017), poor households and neighborhood has the 
link in one circle that cause poor households in 
poverty trap. There are five weaknesses that owned 
by poor households, those are the limitation in 
assets, weak physical condition, isolation, 
vulnerability, and not empowered. On the other 
sides, poverty can also be caused by the limitation in 
capital as the economic factors. This can be 
explained by income, saving, investment, and 
productivity. 

In terms of government expenditure, according 
to Saifuddin (2017), the government expenditure 
from one period to another period is not based on 
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national income. In the economic downfall, for 
instance the income from tax decreases. But, in 
order to reduce unemployment, the government 
needs to release development programs. Thus, the 
expenditures have to be increased. 

One of the important expenditure of government 
is for education. According to Atmanti (2005), there 
are many factors as the reasons for the importance of 
education development. First, the higher education 
level expands the knowledge of the people with high 
rationality in thinking. Second, education makes the 
people possible in learning technical knowledge that 
is needed in ruling modern firms and other activities. 
Third, a better knowledge got from education 
becomes the stimulus in creating new innovations in 
technical, economical manner, and other aspect of 
life.   

Furthermore, Ehrenberg et al. (2012) viewed 
education as the investment. According to him, 
fulfilling education means it needs some amount of 
funding. Investment in human capital has cost used 
in some period of times with the expectation of high 
return in the future. In case of investment in 
education, one people expect a better return in form 
of higher income, increase in work satisfaction and 
higher social status. 

Muhi (2000) explained that human capital 
investment is one of important priority for majority 
of people. Majority of people have the expectation to 
continue and finish education in the higher level. 
Human capital has direct contribution in creating 
national assets. 

Another Indonesian government expenditure 
focus is on health care. This expenditure can 
strengthen the health status of the people. Health 
program also can give the welfare for the people. 
With government involvement, the people can 
reduce their expenditure for health. 

According to Azwar (2004), health a person is 
not only can be seen from physic but also mental. 
The body health includes physical, mental, and 
social aspects. All those aspects affect the 
performance of each individual in doing their 
activities such as working and leisure times. 

Based on the research background and some 
theoretical review, this paper is aimed in analyzing 
the causality between education and health fund 
allocation on the poverty in Indonesia. The rests of 
this paper are designed as follow. Second part is the 
methodology, third is research findings, and the last 
is conclusion. 

2 METHODOLOGY 

The method applied in this study was the causality 
of poverty in Indonesia using education and health 
funds. The period of observation was between years 
1998 to 2017 with the observation as much as 19 
years. Due to the limitation of data, time series 
analysis needs long period of data, thus the 
researcher had done the interpolation from yearly 
data into quarterly data. Thus, the observation period 
had become from 1998Q1 to 2017Q4 with the 
sample as much as 76.  

The kind of data used in this study is time series 
data as secondary data source from Indonesian 
Statistic Board (BPS), Ministry of Finance, World 
Bank, and others.  

The method of analysis used in this research is 
quantitative analysis with time series data. The 
model of analysis used is the causality analysis 
between education and health funds and education 
with Granger Causality Test. The use of this is in 
order to understand the causality relationship 
reciprocally between the variables, where in one side 
the dependent variable is affected by independent 
variables, and on the other side, the independent 
variables can replace the dependent variable 
(Saifuddin, 2017). 
So far, the formula used in the study are as follow: 
1. KMSt = 0 +	 1 ΔKMSt-1 + 2 ΔGOVEt........(1) 
2. ΔKMSt = β0 + β1 ΔKMSt-1 + β2 ΔGOVHt......(2) 
3. ΔGOVEt = π0 + π1 ΔGOVEt-1 + π2 ΔKMSt...(3) 
4. ΔGOVHt = μ0 + μ1 ΔGOVHt-1 + μ2 ΔKMSt..(4) 
 
Where: 
KMS = the amount of poor people 
GOVE = share of the allocation of government fund 
to education.  
GOVH = share of the allocation of government fund 
to health.  
 

The estimation of regression model during the 
period of the research uses Granger Causality. 
Following Holzt-Eakin, Newey and Rosen, the 
Granger Causality Test is formulated in the form of 
vector autoregresive (Arfa, 2016) as follow:  

Yit = a0 + Σk=1→m ak Yit-k + Σ1-1→n b1Xit-1 
+ u1it       (5) 

Xit = α0 + Σk=1→m αk Xit-k + Σ1-1→n β1 Yit-
1 + u2it    (6) 
 

The time series procedures in the test were 
applied such as Unit Root Test (Rosadi, 2012; Arfa, 
2016), and the length of lag test as explained by 
Gujarati (2003). According to him, in testing the lag 
in Granger Causality Method, it needs the 
determination of lag into some variables in order to 
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give better estimation. The more length of lag, the 
less will be the degree of freedom (df) of the model, 
while the shorter lag will result in error in (Gujarati, 
2003). 
 

3 RESULT AND DISCUSSION 

The Stationarity Test 

Stationarity test has become necessary condition and 
first step in estimation of model for some specific 
time period mainly in the model of Granger 
causality. This test is undertaken in order to test that 
the variables in model has the stable pattern or 
stationary or not. If the time series data directly 
analyzed thus will give false regression analysis. 
This will effect in bias conclusion and miss policy 
implication. The result of test is as in Table 1.

 
Table 1: The Result of Stationary Test of ADP and PP 

Variable 

ADF PP 

Level  
I(0) 

First-
Difference  

I (1) 

Level  
I(0) 

First-
Difference  

I (1) 
KMS -1.86 -3.66*** -1.97 -3.35** 
GOVE -1.64 -3.88*** -1.87 -4.11*** 
GOVH -1.69 -2.67* -1.99 -3.59*** 
Source: Output Eviews, 2018. ***, **, and * show the level of significance of  
1%, 5 %, and 10%. 

 
The stationarity test in this study was using 

Augmented Dickey-Fuller (ADF) and Phillips-
Perron (PP). Table 1 show that the poverty variable 
(KMS), education variable (GOVE), and health 
variable (GOVH) have unit root at level shown by 
the insignificant value of ADF and PP or accepted 
H0. 

Then, the stationarity again test at first difference 
and found that the variables of poverty, education, 
and health do not have unit root or stationary with 
ADF 1 percent and 10 percent, while PP are 5 and 1 
percent.   
 
Optimal Lag Test 
The optimal lag test is important in Granger 
Causality Test. The lag has the function in 
explaining how long the effect of one variable on 
other variable. Thus, it is needed to undertake the 
optimal lag from each path. This can be done by 
using Akaike Information Criterion (AIC), Schwarz 
Bayesian Criterion (SC), and Hannan Quinn 
Criterion (HQ). The expected value is the smaller 
one.  

Table 2 explained the optimal lag using lag limit 
5. The result shows the same lag at 5. The result 

shows the similarity for AIC at 3 lag, SC at 3 lag, 
and HQ at 3 lag. Based on those three criteria, thus 
in this research was used lag 3 as the optimal lag.  
 

Table 2: Lag Information Criteria 
Lag AIC SC HQ 

0 11.266 11.358 11.303 

1 3.112 3.482 3.620 

2 -1.167 -0.518 -0.908 

3 -2.320* -1.393* -1.949* 

4 -2.253 -1.048 -1.772 

5 -2.078 -0.594 -1.485 
Sourcer: Estimation result  

 
Granger Causality Test and the Implications 
Table 3 show the causality relationship between the 
variables using some lags. The estimation result 
using suitable optimal lag is shown at lag 3, while 
the use of lag 4 in order to verified the relationship 
between variables. First, the reduction in poverty is 
caused by other factors. 

 
Table 3: The Results of Grabger Causality for Education, Health, and Poverty 
Dependent 
variable 

Independent variable
KMS GOVE GOVH 

Lag 1  
KMS - 1.605 0.011 

GOVE 1.509 - - 
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GOVH 0.437 - - 
Lag 2  

KMS 16.138*** 7.310*** 
GOVE 13.685*** - - 
GOVH 1.648 - - 

Lag 3  
KMS - 2.892** 0.770 

GOVE 2.137 -  
GOVH 0.730 - 

Lag 4  
KMS - 1.810 0.539 

GOVE 1.613 - - 
GOVH 0.621 - - 

Source: Estimation Result  ***, **, and * show the level of significance at  
1%, 5 %, and 10%. 

 
Second, the estimation result at lag 2 give the 

different result with lag 1. The value of F statistic for 
education is 16.138 and for health is 7.310 which are 
significant at 1 percent. This explain that the two 
variables have the relationships with poverty up two 
the second last period or 6 months has the significant 
impact compared to first quarter. The conclusion is 
that education and poverty have bidirectional 
relationship or Granger causality. While health and 
poverty have one direction relationship or 
unidirectional.  

Third, lag 3 shows that the optimal lag explain 
that the variable of education has the effect on 
poverty with F value is 2.892 and significant at 5 
percent. In contrast to health and poverty, the 
causality relationship was not happen. This means 
that the allocation of education fund has the impact 
on poverty at quarter 3 previously 

Finally, lag 4 is the effect of education allocation 
fund period -1 year on poverty. The result shows the 
same estimation of causality of lag 1 where there are 
no causality between education, health, and poverty. 

4 CONCLUSION 

Education and health are the basic need that are the 
right of the people, but the problem is not all these 
things are fulfilled especially for the poor people. 
The estimation results dynamically show the 
allocation of education fund effect poverty but it is 
not immediately but needs time from 6 to 9 months. 
But, the allocation of health fund has the effect on 
the poverty but in 6 months. The allocation of 
education and health funds by the government show 
there is ineffectiveness in reducing poverty. Thus, 
the government needs to increase the effectiveness 
of the fund. Then, the share of health fund from 

national budget (APBN) is needed to be increased 
for the poor people. 
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Abstract: This study aims to identify the leading sectors that exist in Central Java, and then those sectors are identified 
which sectors have export competitiveness. This study uses GRDP data on the basis of Constant 2010 
Prices. The data in this study uses secondary data from the data www.bps.go.id and sumut.bps.go.id. 
Langkat Regency in 2017 The analysis method used in this study is the analysis of Location Quotient (LQ), 
Concentration Index (CI), Specialization Index (SI), Location Index (LI), and Revealed Comparative 
Advantage (RCA).Results of Location Quotient analysis of commodity plantation base is Kec. Bahorok 
(Rubber Commodity, Cinnamon, Areca Palm, Aren), Kec. Serapit (Rubber, Cocoa, Areca, Pecan) 
Commodity, Kec. Salapian (Rubber, Coffee, Cinnamon, Candlenut, Aren) Commodity, District Kutambaru 
(Rubber, Cocoa, Areca, Pecan) Commodity, Kec. Sei Bingai (Commodity of Palm Oil, Cocoa, Coffee, 
Areca Palm, Pecan, Kapuk, Aren), Kec. Kuala (Rubber, Cocoa, Coffee, Areca Nut, Pecan, Kapuk, Aren) 
Commodity, Kec. Binjai (Oil Palm Commodity, Kapuk, Aren), Kec. Stabat (Commodity Cocoa, Pinang, 
Sugar Cane, Kapuk, Wampu Subdistrict (Palm Oil, Cocoa, Areca Palm), Batang Serangan District (Rubber 
Commodity, Palm Oil, Cinnamon, Kemiri, Kapuk), P Tualang Subdistrict (Rubber Commodity , Cocoa, 
Areca Palm, Sugar Cane, Pepper), Hinai District (Palm Oil, Cocoa, Kapuk, Aren), Secanggang District 
(Palm Oil, Cocoa, Areca Palm, Sugar Cane, Pepper), Tanjung Pura District (Palm Oil Commodity , Cocoa, 
Pinang, Aren), Gebang District (Palm Oil, Cocoa, Pinang, Aren), Sei Lepan District (Rubber Commodity, 
Cocoa, Kapuk, Aren), West Brandan District (Palm Oil Commodity, Palm Sugar), Besitang Subdistrict 
(Palm Oil Commodity, Palm Sugar), Pangkalan Susu Subdistrict (Palm Oil, Cocoa, Pinang, Aren) 
Commodity, Pematang Jaya District (Palm Oil Commodity, Cocoa).The sum of all the differences is 
positive 1. The Specialization Index (SI) is 1/100 = 0.1, this value does not show significant differences in 
distribution for each sector. While the total positive difference is 8.3, the Location Index (LI) = 8.3 / 100 = 
0.083. Based on the calculation of the Location Index (LI) = 0, the distribution / distribution in the area for 
the sector is the same as the distribution of the "reference variable". Then it is relatively balanced. Based on 
the table above, the calculation of the RCA Index is if the value of an RCA of a commodity is more than 
one (RCA> 1), the commodities of Rubber Tobacco and Gum in North Sumatra Province have 
competitiveness above the average of exports of Indonesian Rubber Tobacco and Sap. If the RCA value is 
less than one (RCA <1), the competitiveness of North Sumatra Province's coffee commodity exports do not 
have competitiveness against commodity exports of Indonesian Coffee. 

1 INTRODUCTION 

The agricultural sector is the most important sector 
and is a major driver in the economy of Langkat 
Regency. The use of land that is differentiated 
becomes agricultural land (paddy fields and non-
paddy fields) and non-agricultural land which in 
2017 most of the land is available. used as 

agricultural land which is equal to 626,329 ha (not 
including community forest). This is what makes the 
agricultural sector (including forestry in it) towards 
the increase in the Gross Regional Domestic Product 
(GDP) of Langkat Regency in 2017 increasing by 
4.73 percent and becoming the dominant sector in its 
role in the economic structure of Langkat Regency 
with the value of economic growth over the years 
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2015 experienced an average growth of 5.88 percent 
per year. 

 
Table 1: Percentage Distribution Of Gross Regional 
Domestic Product Of Langkat Regency By Industry 
Of Current Market Prices (Percent) 

 Industry 
2013 2014 2015 

201
6 

2017 

A Agriculture, 
Forestry And 
Fishing 

43.75 41.65 
39.8

5 
39.6

8 
39.4

2 

B Mining And 
Quarrying 

10.09 9.74 9.88 9.84 9.55 

C Manufacturing 
14.44 14.94 

15.3
1 

15.4
5

16.2
4

D Electricity And Gas 0.22 0.20 0.20 0.19 0.20
E Water Supply, 

Sewerage, Waste 
Management And 
Remediation 
Activities 

0.04 0.40 0.04 0.03 0.04 

F Construction 6.76 7.47 7.37 7.46 7.36
G Wholesale And 

Retail Trade;Repair 
Of Motor Vehicles 
And Motorcycle 

9.16 9.86 
10.9

9 
10.9

0 
10.8

6 

H Transportaion And 
Storage 

2.09 2.19 2.30 2.33 2.32 

I Accommodation 
And Food Service 
Activities 

2.03 2.12 2.16 2.17 2.25 

J Information And 
Communication 

0.96 0.9 0.93 0.94 0.96 

K Financial And 
Insurance Activities 

1.92 2.00 2.06 2.07 2.04 

L Real Estate 
Activities 

2.85 2.98 2.91 2.93 2.93 

M,
N 

Business Activities 
053 0.55 0.55 0.56 0.57 

O Public 
Administration 
And 
Defence;Compulso
ry Social Security 

3.43 3.52 3.63 3.64 3.49 

P Education 1.11 1.15 1.14 1.13 1.10
Q Human Health And 

Social Work 
Activities 

0.46 0.47 0.48 0.47 0.47 

R,S
,T,
U 

Other Services 
Asctivities 0.17 0.19 0.20 0.21 0.21 

 Gross Regional 
Domestic Product 

100,00 100,00 
100,
00 

100,
00

100,
00

 Gross Regional 
Domestic Product 
Without Oil And 
Gas 

97.75 97.85 
98.0

7 
98.4

0 
98.4

9 

Source: GRDP BPS of Langkat Regency 2018 
 
Determination of superior commodities in an 

area is the first step towards agricultural 
development that rests on the concept of efficiency 
to achieve a comparative and competitive advantage 
in the face of the globalization of trade faced. The 
step towards efficiency can be taken by using 
commodities that have comparative advantages both 
in terms of the area of harvest, production, and 
supply and demand. 

One strategy that can be used in regional 
economic development through the agricultural 
sector in the current era of regional autonomy is 
through the development of regional superior 
commodities. The development of superior 
commodity-based areas is expected to spur the 
growth of a region which in turn can increase 
people's income. Optimal and integrated utilization 
of the potential of superior and potential areas is a 

requirement that needs to be considered so that the 
welfare and prosperity of the community can be 
achieved (Mubyarto, 2000). 

The success in international trade of a country 
can be seen from its competitiveness, this 
competitiveness is a general concept used in the 
economy, which refers to the commitment to market 
competition towards its success in international 
competition. Competitiveness has become the key 
for companies, countries and regions to be 
successful in their participation in globalization and 
world free trade. 

North Sumatera Province has superior export 
products with developments and changes in both the 
export volume and export value each year. The 
increase or decrease in exports in North Sumatra 
Province was due to the competitiveness of these 
products. With this competitiveness the role of the 
government apparatus and exporters of North 
Sumatra Province is required to keep export 
products still capable of competitiveness in the 
international market. 

 
Table 2: Foreign Trade of North Sumatra Province  

Source: BPS Statistics Of Sumatera Utara Province 
 
North Sumatra Province has superior export 

products with developments and changes in both the 
export volume and export value each year. The 
increase or decrease in exports in North Sumatra 
Province was due to the competitiveness of these 
products. With this competitiveness the role of the 
government apparatus and exporters of North 
Sumatra Province is required to keep export 
products still capable of competitiveness in the 
international market. 

Determination of a commodity as a regional 
superior commodity must be adjusted to the 
potential of natural resources and human resources 
owned by the region. Commodities selected as 
regional superior commodities are commodities that 
have high productivity and can provide added value 
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so that they have a positive impact on people's 
welfare. In addition, the determination of regional 
superior commodities must also consider the 
contribution of a commodity to economic growth 
and aspects of equitable development in an area 
(Syahroni, 2005). 

Food crop productivity is still not maximized due 
to technological mastery that is lacking and weak in 
skills in farming. In addition, farming capital is 
limited, not all residents who own farms have 
agricultural land, not all of them have irrigated land, 
community income is still dependent on agriculture, 
agricultural management is still traditional, it is 
difficult to find cheap fertilizer. Farmers generally 
process their own products and some are sold around 
Langkat Regency, lack of innovation in product 
processing, agricultural production is sold out once a 
harvest and the food processing industry is still 
minimal. 

The value of production is not proportional to the 
cost of production and market mechanisms that have 
not been maximized and only cover the local area so 
that farmers can find prices determined by other 
parties relatively low. This resulted in the level of 
agricultural production in Langkat Regency not 
being able to lift the economy of the surrounding 
communities and still lagging behind and not 
developing. Seeing this condition requires 
complementary efforts between the agricultural 
sector and other potentials in continuing 
development. This reflection implies that the 
importance of developing the agricultural sector in 
Langkat Regency functions as providing 
employment, providing commodity diversity and 
reducing the poor population. 

 

2 THEORICAL FRAMEWORK 

The local resource-based potential agribusiness 
approach was developed with the concept of 
superior commodity sectors in each region. This 
concept results in a comparative and competitive 
number of superior local resource commodities. 
Comprehensively, superior commodities are 
developed in market prospects. This development 
requires a synergic link between processing and 
marketing. Provision of inputs for production, 
processing and marketing of output can be realized 
by developing networks with other regions. The 
network of cooperation between regions in 
agribusiness development can be in the form of 
product marketing network development or in 
providing inputs (Bappeda West Java 2006 in Sari 
2014). 

The environmental and regional aspects that will 
be developed become one of the centers of attention 
in achieving maximum results from the agribusiness 
approach. This means that to spur national economic 
growth it is absolutely necessary to synergize the 
development of an agribusiness approach with 
regional development in general. Therefore it is 
necessary to pay attention to the concept of 
agricultural area development with a reference to 
producing superior commodities through an 
agribusiness approach (Ratnawati et al, 2000). 

 
The role of leading commodities on regional 
development 
In the development of a region, regional 
development is the most important part, especially in 
rural areas that are sensitive to global scale changes. 
This change requires regional planning by 
considering internal, social and economic growth 
aspects to minimize the number of underdeveloped 
villages. In simple terms, the concept of regional 
development needs to be carried out in rural 
planning to encourage local economic growth and 
strengthen communities in the lower levels so that it 
can affect the market sustainably (Maryati 2009). 

Setiawan (2006) in his research revealed that 
leading sector growth in a region not only had an 
impact on economic growth within the region but 
also had an impact on economic growth outside the 
region. Growth in leading sectors in each region has 
an impact on output growth, gross added value, and 
employment in the region (intraregional) and also 
affects other interregional areas. 

According to the Agricultural Research Agency 
(2003), superior commodities are mainstay 
commodities that have a strategic position to be 
developed in an area whose determination is based 
on various considerations both technically (soil and 
climate conditions) and socio-economic and 
institutional (technological mastery, resource 
capability, human , infrastructure, and local socio-
cultural conditions). 

Bacherin (2003) states that the determination of 
superior commodities needs to be taken into account 
in the formulation of priority development programs 
by policy makers given the various limited resources 
possessed by both financial resources, human 
resources, and land resources. In addition to the 
success of achieving development goals and 
objectives, it is also expected to be better because 
the activities carried out are more focused on 
priority programs. Regional boundaries in 
determining superior commodities are usually 
administrative areas at the national, provincial and 
district levels. From several studies that have been 
carried out, the development of superior 
commodities is determined based on the basic 
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economic theory, biophysical aspects of land 
suitability), economic feasibility, spatial planning, 
and community desires. 

The development of a superior commodity-based 
area has criteria in driving the development of a 
region that has a significant contribution to 
increasing production, income and expenditure, has 
a future and backward relationship and to other 
regions, is able to compete and absorb labor and is 
oriented towards the preservation of natural 
resources and environment. Whereas in the district / 
city, district superior commodities are expected to 
meet the criteria: in the criteria of national superior 
commodities, having economic values that meet 
domestic and external needs, having a prospective 
and highly competitive market, having the potential 
to be added value in agro-industry, and able widely 
cultivated. 

Each region has different characteristics, both in 
terms of population and resources. This makes the 
potential will also vary, so that regional 
development policies must be in accordance with the 
characteristics of the area. According to Sari (2008) 
the determination of superior commodities in an area 
becomes a necessity with the consideration that 
commodities are able to compete sustainably with 
the same commodities produced by other regions, as 
well as efficient production and have comparative 
and compotitive advantages. 

 

3 RESEARCH METHOD 

The data / source collection technique in this 
research is that the author conducted a literature 
research by taking references from previous studies, 
journals, books and literature relating to the topic 
used as research for additional data. Data is obtained 
from www.bps.go.id Langkat and sumut.bps.go.id. 

The analytical method used to solve the research 
objectives is: 

 
Location Quotient Methods (LQ) 
LQ analysis is used to determine superior 
commodities in terms of production. This approach 
is often used to measure the economic base. In the 
LQ technique the measurement of economic activity 
is relatively based on gross added value or labor. 

𝐿𝑄  

Where: 
pi = Production (harvest area) of commodity types i 

at the sub-district level 

pt = Production (harvest area) of food crops for all 
commodities at the sub-district level 

Pi = Production (harvest area) type of commodity i 
at the district level 

Pt = Production (harvest area) of commodity crops j 
at the district level 

 
Concentration Index Methods (CI) 
Concentration Index (CI) is called a concentration 
index, which refers to the ratio between the 
workforce and the population as shown in the 
following formula: 

𝐶𝐼  

Where : 
𝐸 = total population (labor force) of industry i to 

area k 
PR = area (labor force) area k 
PN = national population (labor force) 
 
Specialization Index Methods (SI) 

Specialization Index (SI) analysis is one way 
to measure the behavior of overall economic activity 
The formula calculates the Specialization Index (SI), 
i.e. 

IS = ∑ 𝑆𝑖 untuk Si ˃ 0 

Dan Si =  
 

 
 

 

Where : 
Li

N = number of national industrial labor (labor 
force) i 

Li
K = total labor force (labor force) industry i area k 

 
Location Index Methods  (LI) 
Location Index (LI) does not focus on an area, but 
on one sector the distribution is between different 
regions. The distribution of the workforce in a sector 
for different regions is compared with its distribution 
in all areas of the "reference variable". 
The formula calculates the Location Index (LI) in 
the following formula: 
 

IL = ∑ 𝐿𝑤 untuk Lw ˃ 0 

Dan Lw =  
 

 
 

 

Revealed Comparative Advantage Methods 
(RCA) 
Revealed Comparative Advantage (RCA) is a 
technique for determining comparative 
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competitiveness of a region (country, province, etc.). 
Basically this technique measures the export 
performance of a commodity that is used to compare 
the share of a commodity that is traded with the total 
export in a region (Tumengkol et al., 2015). RCA 
calculations can be described as follows. 

RCA = /

/
 

Where : 
Pt = value of export of commodity i i Province of 

North Sumatra year t 
Qt = the total value of exports of non-oil 

commodities in North Sumatra Province in 
year t 

Rt = value of Indonesia's export commodity i year t 
St = total value of exports of Indonesian non-oil 

commodities in year t 
 

4 ANALYSIS 

In general, the economic condition of Langkat 
Regency is reflected in the development of GDP in 
recent years. The figures listed in the GRDP are 
figures that show added value formed and constitute 
overall income for the economy of the district. From 
Table 1, it can be calculated that in 2017 the 
contribution of Langkat Regency GRDP to the North 
Sumatera Province GRDP, both on the basis of 
constant prices and current prices, has not reached 
6%. There is even a tendency to decline throughout 
the period 2013 - 2016. Only in 2017 there was an 
increase in the contribution percentage of 5.05%. 

There are three main sectors in Langkat 
Regency which contribute to the provincial 
economy, namely the agricultural sector, mining and 
quarrying sector, and the building sector. The 
agricultural sector contributes an average of 5.08% 
in 2017. 
 
Location Quotient Methods (LQ) 
The results of the analysis of Location Quotient 
(LQ) values on the production and area of plantation 
crops are presented in the table below: 
 
 
 
 
 
 

Table 3: Calculation and Classification of LQ Value 
of Plantations (Plantation) by District In Langkat 
Regency in 2017 (Tons) 

 
 
Concentration Index Methods (CI) 
Table 4: The calculation of Concentration Index (CI) 
Value 

Langkat 
Workfor
ce 

Number of 
population 
Langkat 
(Jiwa) 

North 
Sumatra 
Work 
Force 

Total 
Population of 
SUMUT (Jiwa) 

Concen
tration 
Index 
Value 
(CI) 

454,350 1,013,385 6,391,098 13,937,797 0.98

Source: Data processed by Researchers 
 
Specialization Index Methods (SI) 
 
Table 5: The calculation of Index Specialization 
Value (SI) 

 
 
Source: Data processed by Researchers 

 
The total of all the differences is positive 1. The 
Specialization Index (SI) is 1/100 = 0.1, this value 
does not show significant differences in distribution 
for each sector. In other words, SI = 0.1, the 
distribution of the workforce of an activity sector in 
Langkat Regency is the same as in the North 
Sumatra Province. Furthermore, there is a relative 
over representation in the mining and quarrying 
sector. Furthermore, it also seems that over 
representation is relatively in the agricultural sector 
(the difference in value is negative because the 
percentage of North Sumatra Province is lower than 
the value of Langkat District). 
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Location Index Methods (LI) 
Table 6: The calculation of Index Location Value 
(LI) 

 
Main 

Employmen
t Field 

(1) (2) (3) (4) 
(4) - 
(3) 

Work 
Force 

Langkat 

Work 
Force 
Sumut 

Work 
Force 
Langk
at (%) 

Work 
Force 
Sumut 

(%) 

 

Agriculture, 
Forestry 
And Fishing 

182,111 2,619,010 44.6 53.7 9.1 

Mining And 
Quarrying 

9,160 36,001 2.2 0.7 (1.5) 

Manufacturi
ng 

32,831 396,744 8.0 8.1 0.1 

Electricity , 
Water 
Supply And 
Gas 

0 52,594 0.0 1.1 1.1 

Construction 23,740 333,268 5.8 6.8 1.0
Trade, Hotel 
and real 
estate 
activities 

83,660 1,013,577 20.5 20.8 0.3 

Transportati
on and 
communicati
on 

13,285 38,929 3.3 0.8 (2.5) 

Financial 
and 
insurance 
activities 

7,210 51,323 1.8 1.1 (0.7) 

Social 
Service 

56,685 338,310 13.9 6.9 (6.9) 

Others 0 406,208 0.0 8.3 8.3
Total 408,682 4,879,756 100.0 100.0 1.0 

Source: Data processed by Researchers 

 
The total of all positive differences is 8.3, 

then the Location Index (LI) = 8.3 / 100 = 0.083. 
Based on the calculation of the Location Index (LI) 
= 0, the distribution / distribution in the area for the 
sector is the same as the distribution of the 
"reference variable". Then it is relatively balanced. 
 
Revealed Comparative Advantage Methods 
(RCA) 
 
Table 7: Level of Competitiveness of Plantation 
Export Products in North Sumatra Province 

Years Coffee Tobacco Rubber 

2007 1.12 1.06 1.58 
2008 1.77 1.26 1.82 
2009 1.28 0.86 1.29 
2010 1.12 1.13 1.33 
2011 1.09 1.27 1.18 
2012 1.07 1.34 1.17 
2013 1.04 1.47 1.11 
2014 1.11 1.40 1.01 
2015 0.79 1.65 1.00 
2016 0.90 1.91 1.19 
2017 0.95 1.71 1.14 

Source: Data processed by Researchers 

 
Based on the table above, the calculation of the 

RCA Index is if the value of an RCA of a 

commodity is more than one (RCA> 1), the 
commodities of Rubber Tobacco and Gum in North 
Sumatra Province have competitiveness above the 
average of exports of Indonesian Rubber Tobacco 
and Sap. If the RCA value is less than one (RCA 
<1), the competitiveness of North Sumatra 
Province's coffee commodity exports do not have 
competitiveness against commodity exports of 
Indonesian Coffee. 

 

5 RESULTS 

Based on the results of Location Quotients Analysis 
(LQ) which shows that the commodity is LQ Value> 
1, it can be concluded that each sub-district has 
superior commodity (One Disctric and One 
Comodity), which is based on the highest LQ value 
in each sub-district. the following: Bahorok Sub-
district namely Rubber, Cinnamon, Areca Palm, 
Aren; Serapit District, namely Rubber, Cocoa, Areca 
Nut, Pecan; Salapian District, namely Rubber, 
Coffee, Cinnamon, Pecan, Aren; Kutambaru 
District, namely Rubber, Cocoa, Areca Palm, Pecan; 
Sei Bingai Sub-district namely Palm Oil, Cocoa, 
Coffee, Areca Palm, Pecan, Kapuk, Aren; Kuala 
Subdistrict namely Rubber, Cocoa, Coffee, Areca 
Palm, Pecan, Kapuk, Aren; Binjai Subdistrict 
namely Palm Oil, Kapuk, Aren; Stabat District, 
namely Cocoa, Areca Palm, Sugar Cane, Kapuk; 
Wampu District, namely Palm Oil, Cocoa, Areca 
Palm; Batang Serangan Subdistrict namely Rubber, 
Palm Oil, Cinnamon, Pecan, Kapuk; Seberang Sawit 
Subdistrict namely Rubber, Cocoa, Areca Palm; 
Padang Tualang Subdistrict namely Rubber, Cocoa, 
Areca Palm, Sugar Cane, Pepper; Hinai Subdistrict 
namely Palm Oil, Cocoa, Kapuk, Aren; Secanggang 
District, namely Palm Oil, Cocoa, Areca Palm, 
Sugar Cane, Pepper; Tanjung Pura Subdistrict 
namely Palm Oil, Cocoa, Areca Palm, Aren; Gebang 
District, namely Palm Oil, Cocoa, Areca Palm, 
Aren; Sei Lepan District, namely Rubber, Cocoa, 
Kapuk, Aren; West Brandan District, namely Palm 
Oil, Palm Sugar; Besitang District, namely Palm Oil, 
Palm Sugar; Pangkalan Susu Subdistrict namely 
Palm Oil, Cocoa, Areca Palm, Aren; Pematang Jaya 
District, namely Palm Oil, Cocoa. 

The Total of all the differences is positive 1. 
The Specialization Index (SI) is 1/100 = 0.1, this 
value does not show significant differences in 
distribution for each sector. In other words, SI = 0.1, 
the distribution of the workforce of an activity sector 
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in Langkat Regency is the same as in the North 
Sumatra Province. 

The Total of all positive differences is 8.3, then 
the Location Index (LI) = 8.3 / 100 = 0.083. then the 
distribution / distribution in the area for the sector is 
the same as the distribution of the "reference 
variable". 

The Calculation of RCA, in 2017 coffee 
commodities from North Sumatra province did not 
have competitiveness against Indonesian coffee 
commodity exportsbecause value of RCA < 1, but in 
the tobacco and natural rubber commodities had a 
value of RCA> 1 so that it had competitiveness 
above the average export of Indonesian rubber and 
tobacco 

6 CONCLUSIONS 

Based on the results of Location Quotients Analysis 
(LQ) which shows that the commodity is LQ Value> 
1, it can be concluded that each sub-district has 
superior commodity (One Disctric and One 
Comodity), which is based on the highest LQ value 
in each sub-district. the following: Bahorok Sub-
district namely Rubber, Cinnamon, Areca Palm, 
Aren; Serapit District, namely Rubber, Cocoa, Areca 
Nut, Pecan; Salapian District, namely Rubber, 
Coffee, Cinnamon, Pecan, Aren; Kutambaru 
District, namely Rubber, Cocoa, Areca Palm, Pecan; 
Sei Bingai Sub-district namely Palm Oil, Cocoa, 
Coffee, Areca Palm, Pecan, Kapuk, Aren; Kuala 
Subdistrict namely Rubber, Cocoa, Coffee, Areca 
Palm, Pecan, Kapuk, Aren; Binjai Subdistrict 
namely Palm Oil, Kapuk, Aren; Stabat District, 
namely Cocoa, Areca Palm, Sugar Cane, Kapuk; 
Wampu District, namely Palm Oil, Cocoa, Areca 
Palm; Batang Serangan Subdistrict namely Rubber, 
Palm Oil, Cinnamon, Pecan, Kapuk; Seberang Sawit 
Subdistrict namely Rubber, Cocoa, Areca Palm; 
Padang Tualang Subdistrict namely Rubber, Cocoa, 
Areca Palm, Sugar Cane, Pepper; Hinai Subdistrict 
namely Palm Oil, Cocoa, Kapuk, Aren; Secanggang 
District, namely Palm Oil, Cocoa, Areca Palm, 
Sugar Cane, Pepper; Tanjung Pura Subdistrict 
namely Palm Oil, Cocoa, Areca Palm, Aren; Gebang 
District, namely Palm Oil, Cocoa, Areca Palm, 
Aren; Sei Lepan District, namely Rubber, Cocoa, 
Kapuk, Aren; West Brandan District, namely Palm 
Oil, Palm Sugar; Besitang District, namely Palm Oil, 
Palm Sugar; Pangkalan Susu Subdistrict namely 
Palm Oil, Cocoa, Areca Palm, Aren; Pematang Jaya 
District, namely Palm Oil, Cocoa. 

The total of all the differences is positive 1. The 
Specialization Index (SI) is 1/100 = 0.1, this value 
does not show significant differences in distribution 
for each sector. In other words, SI = 0.1, the 
distribution of the workforce of an activity sector in 
Langkat Regency is the same as in the North 
Totalatra Province. Furthermore, there is a relative 
over representation in the mining and quarrying 
sector. Furthermore, it is also seen that over 
representation is relatively in the agricultural sector 
(the difference in negative values is because the 
percentage of North Totalatra Province is lower than 
the value of Langkat Regency). 

The total of all positive differences is 8.3, then 
the Location Index (LI) = 8.3 / 100 = 0.083. Based 
on the calculation of the Location Index (LI) = 0, the 
distribution / distribution in the area for the sector is 
the same as the distribution of the "reference 
variable". Then it is relatively balanced. 

Based on the table above, the calculation of the 
RCA Index is if the value of an RCA of a 
commodity is more than one (RCA> 1), the 
commodities of Rubber Tobacco and Gum in North 
Sumatra Province have competitiveness above the 
average of exports of Indonesian Rubber Tobacco 
and Sap. If the RCA value is less than one (RCA 
<1), the competitiveness of North Sumatra 
Province's coffee commodity exports do not have 
competitiveness against commodity exports of 
Indonesian Coffee. 
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Abstract: Community-based tourism is a form of participatory tourism management, aimed at reviewing the 
application of the principles of Community Based Tourism (CBT) in tourism development on Teluk Kiluan 
Beach and knowing its implications for the welfare of the surrounding community. This study uses a 
qualitative approach at Teluk Kiluan Tanggamus Beach research site in Lampung Province, and conducts 
primary data collection with interviews, in-depth interviews, and observations from key informants and 
other supporting informants then as a validity test. The results of the study show that CBT in developing 
coastal tourism on Teluk Kiluan applies economic principles and non-economic principles (social, cultural, 
political and institutional). The economic dimension of the implications of CBT on the welfare of the 
communities around the Gulf coast is characterized by: absorption of local labor, development of business 
units, doubling of people's income, and growing and developing new investors. Improving education, 
quality of life, changes in social values, freedom of action, environmental sustainability and the involvement 
of institutional strengths are the implications of implementing CBT on non-economic welfare of the 
community.

1 INTRODUCTION 

In general, tourism development is directed as a 
mainstay sector to encourage economic growth, 
increase regional income, empower the economy of 
the community, expand employment and business 
opportunities, and increase the introduction and 
marketing of products in order to improve people's 
welfare (Tsundoda and Mendlinger. 2009). 

Tourism development in a country is closely 
related to the positive impacts and negative impacts 
that arise. Tourism has a positive impact, which 
includes expanding employment opportunities, 
increasing people's income, and earning foreign 
exchange. While the negative impacts of tourism 
include cultural commercialization, foreign 
exchange leakage, environmental damage, a shift in 
the system of values, norms and social institutions, 
and the occurrence of new imperialism that arises in 
tourist destinations. 

 

The World Bank (2013) reported that the tourism 
industry's foreign exchange leakage rates in 
developing countries reached 55% - 60%. The 
causes of foreign exchange leaks include (1) foreign 
investment in the hospitality sector and other sectors 
in the tourism industry, (2) management fees, (3) 
franchise fees, (4) technology assistance, (5) 
imported goods, and (6) promotion costs throughout 
the world (Mathieson and Wall, 1990). 

Efforts to optimize positive impacts and 
minimize various negative impacts of tourism, 
tourism development is needed that is more pro-
people around tourism objects, empowers local 
wisdom which is then known as  CBT. In Indonesia, 
the application of CBT is stated in Law Number 10 
of 2009 concerning Tourism, in Chapter III article 5 
namely the Implementation Principle of Tourism is 
to empower local communities. 

CBT is a condition towards sustainable tourism. 
Inskeep (1994: 8) argues that sustainable tourism 
development emphasizes community aspects.  
Suansri (2003: 22) underlines that CBT is a 
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manifestation of the sustainable tourism 
implementation. 

Furthermore, some of the objectives to be 
achieved in this study are aimed at examining the 
application of the principles of CBT in tourism 
development on Teluk Kiluan Beach and knowing 
its implications for the welfare of the surrounding 
community.  

Theoretically this research not only produces 
findings about the application of the principles of 
CBT on coastal tourism, but also finds changes in 
society economically and non-economically. New 
indicators regarding the application of the principle 
of CBT as a critique of the principle of CBT used so 
far.Thus, these findings are an important part of the 
development of tourism development theories using 
a combination of Adaptacy Platform and 
Knowledge-Base Platform approaches. 

 

2 THEORICAL FRAMEWORK 

From the aspect of community development and a 
tourism industry, CBT has various advantages. 
However, implementing the CBT model is very 
dependent on the characteristics and conditions of 
the people in tourist destinations so that the model 
for implementing CBT in one region can be 
different. 

As a tourism model, CBT contributes to the 
economic development of rural communities or 
those living in small cities, low living standards, 
direct involvement of the community, including 
cultural and environmental preservation (Goodwin 
and Santili, 2009: 4). 

The statement of Tasci et al (2003: 10-11) in line 
with Goodwin and Santili (2009), states that the 
concept of CBT is intended to increase economic 
growth, involving the poor who traditionally live as 
farmers or fishermen, living from generation to 
generation in potential areas for tourism 
development. The development of CBT is intended 
to provide opportunities for local indigenous people 
with weak strength in various accesses available in 
the world of tourism. 

CBT results are expected to be able to improve 
people's lives for the better. The goal of managing 
CBT through a community approach is in line with 
the form of sustainable tourism management by 
involving the community and local informal figures 
as the backbone of local tourism development. This 
approach aims to provide direct economic benefits to 
the community to improve their lives in the context 
of poverty alleviation. 

CBT emphasizes the participation and awareness 
of the local community through community 
empowerment and independence to develop tourism 
in a sustainable manner. The strategy for developing 
CBT is carried out in an integrated manner such as 
in handling natural and environmental conservation 
in areas that are potential as tourist destinations, 
involving local communities. By providing 
education and training sustainably, the community is 
prepared to enter the world of tourism and play an 
active role in tourism activities. 

Conceptually CBT is based on a number of 
things as follows: (1) participatory approaches to the 
community and including community ownership as 
partners in tourism development, (2) involving them 
as active managers and, (3) tourism results utilized 
to improve welfare to alleviate poverty ( Armstrong, 
2012: 2; Giampiccoli and Kalis, 2012: 174; Sebele, 
2010: 137). CBT is carried out with constructive 
strategies, based on the following basic principles: 
(1) empowering communities through private or 
group ownership in tourism development, (2) 
involving the community in every CBT activity, (3) 
developing community pride, (4 ) improve the 
quality of life of the local community, (5) ensure 
environmental preservation, (6) maintain the 
uniqueness and social characteristics of the local 
culture, (7) facilitate the development of socio-
cultural learning, (8) respect cultural differences (9) 
distribute profits equitably to community members 
(10) tourism income is distributed equitably 
(Godwin and Santilli; 2009: 5-6). 

Todaro and Stephen (2006) to discribe the 
principle of developing CBT like developmen in 
general can be categorized as providing benefits to 
the community, namely: (1) in the form of economy, 
namely economic growth itself and the impact 
enjoyed in the form of increasing community 
income and its impact on poverty alleviation, the 
opportunity for the community to participate in 
tourism development owned by the community, (2) 
cultural preservation as an impact of tourism 
management involving the community, community 
involvement in cultural preservation, (3) community 
participation involved in social activities arising 
from joint activities carried out by the community, 
and the emergence of community awareness levels 
(4) the emergence of public awareness and political 
rights as a result of interactive activities carried out 
by the government, (5) learning to the public about 
the importance of understanding management in the 
development of tourism where the community is a 
backbone of tourism activities. (6) Assessment of 
attractions, namely to carry out in-depth analysis of 
every detail of the attraction, including the quality of 
attractions, namely to carry out in-depth analysis of 
every detail of the attraction, including the quality of 
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attractions and targeted tourist targets, (7) Establish 
Objectives, namely determining the desired target to 
be achieved by each business unit, supplemented by 
analysis of costs and benefits want to be achieved, 
(8) Impact Analysis, namely determining all 
potential and the amount of costs that will be 
incurred to make the impact of analysis and planning 
to minimize the costs borne, (9) Business Plan, 
which is making business plans about achieving 

targets to be achieved each year and determine the 
financial resources that will be used in business 
activities, (10) Marketing Plan, namely making a 
marketing strategy in accordance with the goals to 
be achieved for each business unit or production, 
and (11) monitor the achievement of predetermined 
product sales targets. The principles of  CBT 
development as presented in Table 1.

 
Table 1 : The principles of  CBT 

No. Indicator Principle Source 

1. Economy 

The economic growth of the poor increases, increases 
economic growth and benefits, opening of 
employment opportunities, poverty alleviation, 
inclusion of community ownership, income from 
tourism management, improve community welfare, 
poverty alleviation, tourism contribution to the 
community, improve the quality of life of the 
community, distributing profits fairly, support the 
development of community ownership for the purpose 
of CBT 

Taski et al (2013),  
Giampicolli and Kalis 
(2013)  
Yoppe (1996) 
Amstrong et al (2012)  
Godwin dan Santili 
(2009) 

2. Cultural 

Cultural preservation, develop community pride, 
maintaining the unique character and local culture, 
facilitating the development of intercultural learning, 
respecting cultural differences and human dignity, 
empowerment towards Independence

Joppe (1996),  
Godwin dan Santili 
(2009) 

3. Social 

Include the community in CBT activities  
Approach with participatory patterns  
Increase community social awareness 

 

Godman and Santili 
(2009) 
Yoppe (1996),  
Amstrong et al. 

4. Politic 

Involving community leaders, the role of the 
government 

Yoppe (1996) 

5 
Management 

Planning, organizing, communication with the 
community, work programs, impact analysis

Taski et al (2013), 

Source: Researcher (data processed, 2017) 
 
 

3 RESEARCH METHOD 

The terminology of qualitative research is research 
strategies using triangulation (Moleong,2002: 20-21) 
so that research is carried out in depth and 
comprehensively in an object of research (Creswell, 
J. W. 2007). The research on the application of CBT 
on the Teluk Kiluan coastal tourism object and how 
the implications caused by the application of the 
CBT principle will be answered by this qualitative 
research method. 

 

The research locus was determined purposively 
in Teluk Kiluan Beach Tourism. Some reasons for 
choosing Teluk Kiluan Beach are because (1) it is 
one of the tourism development areas in Lampung 
Province, (2) In Teluk Kiluan there are varied 
developments mainly from management aspects, and 
(3) Tanggamus District Government policies and 
Provinces as regions superior community-based 
beach tourism. 

Primary data collection is done by structured 
interviews, using questionnaires, and in-depth 
interviews using interview guidance tools, 
observations, and through FGD. Secondary data 
collection is done through the relevant SKPD, 
District / Village profile data and secondary data on 
various tourism businesses. As informants in this 
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study were: individuals, entrepreneurs and the 
government. The results of observations, in-depth 
interviews from Informers, and secondary data 
documents will be processed by transcribing 
interviews, compiling field notes from observations, 
grouping, and organizing field data and then 
analyzing. 

 

4 ANALYSIS 

4.1 The Principles of CBT in Tourism 
Development 

Theoretically the application of CBT can be 
explained in two principles, namely economic and 
non-economic. They are indicators applied in 
tourism management. This principle contributes to 
rural economic development, people living in small 
cities with low living standards, by involving them 
directly, including in preserving culture and 
environment (Armstrong, 2012: 2; Giampiccoli and 
Kalis, 2012: 174; Sebele , 2010: 137; Goodwin and 
Santili, 2009: 4). 

The principle uses a participatory approach to the 
community, includes community ownership as a 
partner, and the community as the manager, as well 
as the results of  tourism activities for the welfare of 
the community and alleviating poverty. 

 
Principles of Economics 
This principle gave rise to individual perceptions 
about the development of coastal tourism related to 
the economic benefits that they gained, namely (1) 
increasing prosperity, (2) employment, and (3) 
encouraging the growth of independent businesses. 
absorption of local labor, the growth of new business 
fields, rising price prices, and rising income. 

The tourism industry in Teluk Kiluan beach 
tourism shows rapid development if seen from the 
growth of productive businesses in the tourism 
sector which is able to absorb labor. In general, local 
workers are absorbed into technical work, are in 
staff positions, and lack special skills or if they 
demand skills, they can be taught on their own, but 
qualitatively less promising. Career levels tend to 
remain and they are vulnerable to being laid off. 

Increased prices are characterized by high prices 
of land around the coast. Some activities to make 
villas, inns and home stays, have triggered marginal 
land to be used as business locations by local 
communities. This is one of the causes of rising land 
prices.This is a market oriented in managing coastal 
tourism development, this is marked by the 

emergence of investor-based villas although limited 
to individual investors and recreational spots for 
superior ground and local crop tourism are such as: 
petai, jengkol and durian. 

 
The Non-Economic Principle 
The principle of non-economy in the management of 
coastal  tourism is generally reflected in the 
implementation of social, cultural, political, and 
environmental indicators. However, around Teluk 
Kiluan Beach other indicators were found that were 
very instrumental in the management, ownership and 
development partners of tourism. These indicators 
were institutional involvement and use of 
technology. 
 
Social Indicator 
The development of CBT based on social indicators 
must provide improved quality of life for the 
community. One of the measurements was delivered 
by Andereck and Nyaupane, 2011: 95, namely the 
perception of the population about the influence of 
tourism development on the dimensions of tourism 
life. A sense of pride as a citizen, a region that has 
advantages and excellence in Kelumbayan District, 
is part of improving the quality of life. The division 
of gender work, the role of men and women in 
tourism businesses, labeling the suitability between 
male and female characteristics with tourism work, 
and generating a double workload for women and 
increasing security and confidence for all 
surrounding communities, is an improvement in 
quality other life. 

 
Culture indicator 
Tourists when tourism activities have life necessities 
that must be met in tourist destinations. Meeting the 
needs of tourists while in tourist destinations triggers 
the interaction of tourists with local residents who 
produce goods and services needed. In the process of 
mutually beneficial interaction there is 
communication between tourists and the local 
community, each of whom will exchange 
information. The process of exchanging information 
between them has an effect on cultural exchanges in 
the form of ideas, activities, and non-business 
business cooperation. 

The majority of tourists come from areas around 
Jakarta, Banten and Palembang and the rest come 
from the regions of South Lampung, East Lampung, 
West Lampung, Tanggamus and the City of Bandar 
Lampung and from Germany and Australia. Cultural 
interactions that occur are complex because they 
involve diverse cultures and sub-cultures with a 
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system of values, customs, and physical culture 
inherent in each. 

The interaction of new knowledge about the way 
of life of farmers, farming technology, how to 
cultivate plants, and also the development of coastal 
tourism and its derivatives is part of the local 
wisdom of Teluk Kiluan community. This local 
wisdom is adopted by tourists to improve their 
cognitive abilities. As a result tourists can share the 
same knowledge with others on other occasions. 
Tourists also get learning from the community in the 
form of a simple view of the farming community's 
life, not being selfish, submitting, feeling grateful. 
Other aspects that are exchanged during tourist-
community interactions relate to the use of language 
including terms, dialects, tempo and tone of voice 
used when communicating. Exchange of elements of 
physical culture or artifacts includes changes in how 
to use, choosing a dress model, choosing the 
appearance of face and hair of the local community, 
especially the younger generation, following tourist 
styles, models and models that are considered more 
up to date but not taking into account local 
conditions or lacking cultural support local. 

 
Political Indicator 
Political aspects are closely related to access, 
control, and community participation in developing 
coastal tourism. Through this access, the community 
has the opportunity to be involved so that they also 
have a role in the decision-making process 
associated with developing coastal tourism. Local 
organizational political participation is quite high, 
this illustrates the awareness of mutual interests, 
shared goals, and awareness of people's rights in 
decision making. 

 
Environment Indicator 
Theoretically, the carrying capacity of the 
environment on coastal tourism is the maximum 
number of tourists that can still be tolerated as many 
as 84,000 people per year assuming that tourists in 
the coastal area need an average space of 25 m2 per 
person. At present the average number of tourists 
coming to coatal tourism is still far from the 
tolerance limit, which is an average of 500 people 
per month and on a long holiday reaches 8,000 
people. 

Regarding the determination of carrying 
capacity, the local community develops its own 
calculations. There are three ways to determine the 
maximum number of tourists that can still be 
tolerated developed by the community in Teluk 
Kiluan City attractions, namely (1) based on boat 

capacity, (2) based on land capacity, and (3) based 
on market interest. The first way, the determination 
of the maximum limit or number of tourists tolerated 
based on boat capacity is related to tourist 
satisfaction. On average, each boat can be boarded 
by 8 people. If more than this number, tourists do 
not feel comfortable when in the waters of the high 
seas to enjoy dolphins. Based on land capacity, 
when there is a long holiday, the amount of waste 
disposed linearly with the number of tourists causes 
a dirty environment that is difficult to avoid. In 
tourism objects, people only provide services for 
eating, while other small food needs are anticipated 
by tourists themselves. As a result, food waste in the 
form of garbage can become a burden on the 
environment. 

 
4.2 Implications of the CBT Principle to 

Community Welfare around Teluk Kiluan 
Beach 

The economic structure of the communities around 
Kiluan coast has the character of the majority of 
small and medium scale. Some characters that have 
small scale are: (1) business management is 
informal, (2) business ownership by individual 
members of the community, and (3) business 
location adjacent to the owner's residence and labor, 
and sometimes not market-oriented. The high 
absorption of community workforce is influenced by 
external factors and internal factors. External factors 
are factors that come from outside the community, 
namely the economic structure around the coast of 
Teluk Kiluan and government policy. Internal 
factors are factors that originate in the community, 
namely the characteristics of the community 
workforce. 

The level of education and business motivation 
affect the ownership of tourism businesses. Business 
ownership produces a work pattern based on the 
closeness of relations, this is the near work that 
causes low labor turnover, and unfair business 
competition. Business motivation as the entry point 
for the development of a distinctive tourism 
independent business is supported by the mechanism 
of business learning by the community. 

The amount of income obtained by the 
community is closely related to factors that can 
affect their income, namely the pattern of local 
product use in the tourism industry, market trends, 
and the proportion of expenditure in tourism 
expenditure as a whole. Community income derived 
from tourism is not fully enjoyed because the 
amount of tourist expenditure must still be used to 
pay for business raw materials. If the raw material 
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for the business comes from around the community, 
spending on purchasing raw materials will benefit 
other communities. However, if the business raw 
material used comes from outside the community / 
import, it will cause income leakage or flow of 
money out which can reduce community income. 

Apart from the aspect of production, which is no 
less important is the aspect of the market. The 
perception of tourists about beach tourism can be an 
indicator of whether this tour is an attraction that is 
quite attractive to consumers and good prospects 
going forward. In general, tourist perceptions about 
access, community attitudes, services, attractions, 
boat ticket prices, and positive food consumption 
prices. 

From the results of type analysis and the size of 
tourism expenditure, an overview of tourism 
shopping patterns and the amount of community 
income is obtained. From the composition of 
tourists' expenditure both individually and in groups 
distributed to: Rent lodging (villa/home stay), food, 
boat rental, and souvenirs. Tourist expenditure has 
increased the income of the people who have the 
main livelihood of gardening with details: income 
from renting boats Rp. 3,600,000, rent home stay 
Rp. 1,800,000, and consumption of Rp. 480,000 or 
overall increase monthly income per family by Rp. 
5,880.00. This income does not include income 
outside of Saturdays and Sundays. 

Increased income, and its distribution equitably 
become drugs in reducing the dose of poverty 
alleviation for individuals, communities and rural 
organizations. The continuation of overall well-
being for the surrounding community becomes a 
reality. 

5 RESULTS 

The results of research in the development of the 
Gulf coast kiluan tourism apply economic principles 
and non-economic principles are social, cultural, 
political, and institutional.  

The implications of CBT on the welfare of the 
communities around the Gulf coast are characterized 
by: the absorption of local labor, the development of 
business units, the doubling of people's income, and 
the growth and development of new investors. 
Improving education, quality of life, changes in 
social values, freedom of action, environmental 
sustainability and involvement of institutional 
strengths are the implications of implementing CBT 
on non-economic welfare of society. 
 

6 CONCLUSIONS 

The development and development of community-
based tourism is interesting and needs to be 
developed. Based on the qualitative data of key 
informants and supporters in the field, it is known 
that the principle of community-based tourism 
management at a particular locus will be different 
from other loci. This research found that institutions 
and technology are necessary in applying the 
principle of CBT. Furthermore, the application of 
CBT has implications for improving people's 
welfare, including economic dimensions and non-
economic dimension. 
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Abstract: This study aims to determine the factors of land area, input costs, labor and farmer's experience affecting the 
income of farmers in the horticulture sector in the District of Pematang Silimakuta, Simalungun Regency. 
This study uses primary data by interview method using questionnaires and secondary data obtained from 
the Central Statistics Agency (CSA) of Simalungun Regency. The tools used to process the data are Eviews 
9. The sample used in this study consisted of 80 farmers in Pematang Silimakuta District, Simalungun 
Regency. The data analysis technique in this study uses OLS (methodOrdinary Least Square), classic 
assumption test and statistical test. The results showed that: 1) labor has a significant effect on the income of 
chili farmers; 2) land area, input costs and farmer experience have no effect but are significant to the income 
of chili farmers; 3) the results of OLS estimates show the coefficient of determination (R2) by 55%, this 
means that any increase in each variable 1% then it will affect the income of farmers. Chili is a horticultural 
plant that has potential in the District of Pematang Silimakuta, Simalungun Regency which can increase 
farmers income. 

1 INTRODUCTION 

The development of an identical agricultural 
sector with national economic development, the 
agricultural sector is not identical to the Ministry of 
Agriculture, but identical to the agribusiness system 
is the broad meaning possessed by three (3) RI 
Ministries, namely the Ministry of Agriculture, the 
Ministry of Maritime Affairs and Fisheries, and the 
Ministry of Forestry. The Agriculture Sector in the 
calculation of Gross Domestic Product (GDP) is 
supported by five (5) subsectors, namely the Food 
Crops and Horticulture sub-sector, Plantation 
subsector, Livestock subsector, and Forestry sub-
sector. In accordance with the mandate of the 1994-
2004 Constitution of the Republic of Indonesia as a 
grand strategy for Indonesia's economic 
development in a holistic manner, is agribusiness led 
development. Horticulture plants have a very 
important position in people's lives and the country's 

economy. In people's lives, their role as a source of 
nutrition. Whereas in the economy it has a high 
economic value seen from the resources on 
increasing foreign exchange (Sigar, 2001). 

Agricultural development in Simalungun has an 
important and strategic role in national and regional 
development. The role of the agricultural sector is 
not only for food security, but also contributes 
significantly to employment opportunities, sources 
of income and the regional economy. In this regard, 
the results of development in the agricultural sector 
can be seen in the table below: 

 
 
 
 
 
 
 

512
Ikhsani, N., Rahmadana, M. and Sahyar
Analysis of Factors Affecting Farmer Revenues in the Horticulture Agriculture Sector in Pematang Silimakuta District of Simalungun Regency: Case Study on Chili Farmer Income.
In Proceedings of the 1st Unimed International Conference on Economics Education and Social Science (UNICEES 2018), pages 512-516
ISBN: 978-989-758-432-9
Copyright © 2020 by SCITEPRESS – Science and Technology Publications, Lda. All rights reserved



 

Table 1: Harvest Area of Vegetable Plants by District and 
Vegetable Types in 2015 Simalungun 

 
Source: Central Statistics Agency (CSA) of Simalungun 
Regency, 2015 

Table 2: Production of Vegetable Crops and Vegetables 
According to the District at Simalungun 2015 

 
Source: Central Statistics Agency (CSA) of Simalungun 
Regency, 2015   

 
Vegetable horticulture plants are potential 

horticultural plants in Simalungun District during 
2015 production reached 211,562 tons. Especially in 
Pematang Silimakuta sub-district is one of the 
central production areas with the production of 
superior cabbage/cabbage with an area of 18,197 ha, 
potatoes with an area of 8089 ha and chillies 
covering 4427 hectares. 

The production of superior commodities in the 
Pematang Silimakuta sub-district such as 
cabbage/cabbage, potatoes and chilli which are 
included in the vegetable category is also expected 
to be able to contribute significantly to efforts to 
increase horticultural products. Looking at the 

economic value of cultural commodities, then if 
developed in a commercial farming system can 
increase farmers income. 

2 THEORY FRAMEWORK 
According to Rostow (Suryana, 2000) economic 
growth is the transformation of a traditional society 
into a modern society, through stages: traditional 
societies, preconditions for take off, maturity stage, 
and high consumption society. While the economic 
base theory states that the main determinant of 
economic growth in a region is directly related to the 
demand for goods and services from outside the 
region (Arsyad, 1999). Or it can also be said that the 
base sector is able to encourage regional economic 
growth (Tarigan, 2007). 

Production is an activity to increase benefits by 
combining the factors of production of capital, labor, 
technology, managerial skills. Production is an 
effort to increase benefits by changing forms, 
moving places, and saving (Soeharno, 2007). 

Farming income is the difference between 
revenue and all costs in increasing income, so 
farmers must try to increase production in order to 
obtain an increase in income by maximizing 
production factors, especially labor, which is one of 
the factors that greatly influence family farming 
(Soekartawi, 1995). 

3 METHODOLOGY 
This study was carried out in the Agropolitan Area 
of upland vegetable farming in Simalungun District 
especially in Pematang Silimakuta District. When 
the research was conducted in August 2017 to 
completion. The purpose of this study was to 
determine land factors, input costs, labor and 
farmer's experience affecting the income of chili 
farmers in the horticultural agriculture sector in the 
District of Pematang Silimakuta, Simalungun 
Regency. The types of data collected are primary 
data obtained directly from respondents who have 
been determined in this case sourced from chili 
farmers, and secondary data sourced from the 
Central Statistics Agency (CSA) of Simalungun 
Regency. 

To answer the problems in this study, several 
analytical methods are used, as follow :  
a. OLS (Ordinary Least Square) method is used to 

determine the magnitude of the change effect of 
an independent variable on thevariable 
dependent.  
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b. The classic assumption test is used to detect the 
presence or absence of normality, 
heteroscedasticity, autocorrelation, and 
multicollinearity in terms of estimation because 
if there is a deviation from the classic 
assumption, the t test and F test previously 
performed are invalid and can statistically 
confuse the conclusions obtained. 

c. Statistical Tests are used to plan, collect, analyze, 
interpret data. This statistical test consists of 
R2test, F-test, and t-test. 

4 RESULTS AND DISCUSSION 
The normality test aims to test whether in a 
regression model, the dependent variable, the 
independent variable, or both have a normal 
distribution or not. 

 
Source: Data Processed with Eviews 9 

Figure 1: Normality Test Results 

Based on the results of the normality test in the 
figure above, it is obtained that thevalue 
probabilityof Jarque-Bera is 0.000000 < α = 0.05. 
Thus it can be concluded that the data from the 
variables in this study are not normally distributed. 

Furthermore, heteroscedasticity tests are conducted 
to test whether there is a regression model where 
there is an inequality of residual variance from one 
observation to another. 

Table 3.:Heteroskedasticity Results 

 
Based on the results of heteroscedasticity tests in the 
table above, shows that the Probability F-Statistics 

value amounting to 0.636377 > α = 0.05. This means 
that there are no symptoms of heteroscedasticity in 
this research model. 
Then the multicollinearity test is used to test whether 
there is a relationship between the independent 
variables in the model. 

Table 4: Multicollinearity Test Results 

Variabel LL
B
I

T
K PLP 

LL 

1.00000

0 0.627506 0.441643 0.063612 

BI 

0.62750

6 1.000000 0.839598 -0.032929 

TK 

0.44164

3 0.839598 1.000000 -0.039281 

PLP 

0.06361

2 -0.032929 -0.032929 1.000000 

Source: Data Processed with Eviews 9 
 
Based on the table above, it can be seen that there is 
no relationship between independent variables with 
values greater than 0.9 or each independent variable 
R2 <0.9. So it can be concluded that the variable 
data in this research model does not have 
multicollinearity. 
 
The results of the regression analysis of the 
estimation model with themodel Ordinary Least 
Square (OLS)used in this study can be seen in the 
table below: 

Table 5: Results of the OLS Method Estimation (Ordinary 
Least Square) 

 
Source: Data Processed with Eviews 9 
 

Based on the estimation results as shown in the 
table above a constant value is obtained (a) 
36,22375; b1 in the amount of 0.180627; b2 of -
1,982256; b3 of b2.798248 and4 0.565002 for in 
order to obtain the regression equation: 

Log PP  = Log a + b1  Log LL+ b2  
Log BI+ b3  Log TK + b4 PLP Log+ e  
Log PP = Log 36,22375 + b1 Log 

0,180627+ b2 Log -
1,982256+ b3 Log 2,798248 
+ b4 Log 0.565002+ e  
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Where the variable land area, input costs, labor 
and farmer experience have a significant influence 
on the variable income of chili farmers in Pematang 
Silimakuta District, Simalungun Regency. 

Based on the results of the estimation of the 
research model with the OLS model, the R2 value is 
0.55, which means that 55% of the independent 
variables namely land area, input costs, labor 
experience and farmers can explain the dependent 
variable, farmers income, while the remaining 45% 
is explained by others outside the model. 

The results of the partial significance test (t-test), 
as follow : 
a. Land Area  

Based on the results of partial significance test 
(t-test) obtained t-statistic value of 0.457 where the 
probability level is 0.6489, it can be concluded that 
the land area variable has no effect but significant to 
farmers income. The area of vegetable land owned 
by farmers is a factor in showing the size of the 
production produced. If the farmer's land area is 
large enough, then the economic opportunity to 
increase production and income will be greater 
(Soekartawi et al., 2002). The status of the land in 
this research area is generally self-owned land. 
Based on the results of the study indicate that the 
chili area cultivated by farmers is quite varied. The 
largest land area of farmers is 1 Ha. While the 
average land area of farmers in the study area is 0.2 
Ha. This means that the potential of farmers land 
area is still low due to the large land area of farmers 
under one hectare. This shows that agriculture in the 
research area is still a subsystem scale. The 
agricultural produce is only enough to support the 
daily needs of the farmer's household.  
b. Input Cost  

Based on the results of the partial significance 
test (t-test) obtained a t-statistic value of -4,014 
where the probability level is 0,0001, it can be 
concluded that the input cost variable does not have 
an effect but is significant on farmer income. The 
input costs used by farmers have varying costs. The 
most cost of input chili is between Rp. 2,000,000 up 
to Rp. 4,000,000 per planting season per year. The 
chili input costs in the study area are highest, namely 
Rp. 13,700,000 per planting season per year with a 
land area of 1 ha, while the lowest cost of chili input 
is Rp. 1,120,000 per planting season per year with a 
land area of 0.8 ha.  
c. Labor  

Based on the results of the partial significance 
test (t-test) obtained a t-statistic value of 5.919 
where the probability level is 0.0000, it can be 
concluded that the labor variable has a significant 

effect on farmer income. Most of the workforce in 
this study are labor in the family. The types of work 
carried out by farmers in this study are land 
cultivation, planting, fertilizing, maintenance and 
harvesting. Based on the results of the study, the 
average number of farm workers is 20 people per 
day. The highest number of farmer workers is 50 
people per day with a land area of 1 ha and the 
smallest number of workers is 4 people per day with 
a land area of 0.08 hectares. There were 5 
respondent farmers who did not use wage labor in 
their farming activities, namely farmers who used 
labor in the family.  
d. Farmer Experience  

Based on the results of the partial significance 
test (t-test) obtained a t-statistic value of 1.048, it 
can be concluded that the farmer's experience 
variable does not have an effect but is significant on 
farmer's income. The duration of farming or farmer's 
experience is not based on the age of the farmer 
because someone who has been cultivating for a 
long time is very careful in absorbing new 
technology offered from outside, whereas farmers 
with relatively little experience tend to more easily 
absorb new technology and try the new technology 
more quickly. the farm they manage. Thus, farming 
experience will reflect a person's behavior in his 
farming activities (Soekartawi, 1995). Based on the 
results of the study, the average experience of 
farmers was 6 years with the age of the oldest 
farmers, namely 58 years old with the level of 
elementary education and the age of the youngest 
farmers, namely 25 years old with the level of 
elementary education. The experience of most 
farmers is 10 years with the age of the oldest 
farmers, namely 61 years old with the level of junior 
high school education and the youngest age of 
farmers, namely 31 years old with junior high school 
education.  

The results of the estimation of the overall 
significance test (F-test) are known that the results 
of the F-statistic estimation are 22.30664 at the level 
of α = 0.05, which means simultaneously all the 
independent variables in this research model are land 
area, input costs, labor and experience farmers have 
a significant influence on the dependent variable, 
namely the income of chili farmers in the District of 
Pematang Silimakuta, Simalungun Regency. 
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5 CONCLUSION, IMPLICATION 
AND LIMITATION 

Based on various tests and data analysis, from this 
study several conclusions can be obtained, as follow: 

1. Partially (t-test) there is one variable that 
directly affects the income of chilli farmers, 
namely labor used in farming production 
activities. While the other three variables is land 
area, input costs and farmer experience have no 
effect but are significant to the income of chili 
farmers. While overall (F-test) it is known that 
all independent variables is land area, input 
costs, labor and farmer experience have a 
significant influence on the dependent variable, 
is the income of chilli farmers in Pematang 
Silimakuta District, Simalungun Regency. 

2. OLS estimation results indicate that the 
regression coefficient is positive that there is at 
variable land, labor, and the experience of 
farmers, while the value of the regression 
coefficient is negative contained in variable 
input costs, where the value of the coefficient of 
determination (R2) equal to 55%. This means 
that every increase in each variable 1%, it will 
affect the income of farmers. 

Suggestions that can be given based on the results of 
this study are : 

1. To increase the income of chili farmers, the 
government or the private sector must direct 
farmers in terms of marketing the harvests 
obtained, as well as how to use technology in 
the field of marketing both in quality and 
quantity. So that the income obtained by chili 
farmers has increased. 

2. The chili farmers to obtain a sufficient level of 
income for living needs should form and 
participate in farmer groups that can assist in the 
marketing of crops and exchange of knowledge 
and information among chili farmers. 

3. For the next researcher, it is expected to be able 
to develop the research that I have done to see 
other factors that influence the income of chili 
farmers. 
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Abstract: Inequality Development in North Sumatra Province during the period of 2012 to 2016 shows an increasing 
condition. The purpose of this study is to analyze the factors that influence development inequality in the 
Regency / City in North Sumatra Province using panel data. With the independent variable GRDP Per 
Capita, HDI, Government Expenditures Budget while the dependent variable is the Wiliamson index in 
districts / cities in North Sumatra province. Data obtained by the Central Sumatra Provincial Statistics 
Agency (BPS) during 2012-2016. The method used is Square Least Panel (PLS) with Fixed Effect Model 
(FEM). The results showed that GRDP Per Capita had a negative effect on the Wiliamson Index of 35.52% 
and significant, HDI had a negative effect on the Williamson Index of 18.26% and significant, the 
Government Expenditures Budget had a negative effect on the Wiliamson Index of 32.9% in North Sumatra. 

1 INTRODUCTION 

Development inequality in principle is an economic 
imbalance that implies poverty and inequality. In 
order for inequality and development between an 
area and other regions not to create a widening gap, 
the implications of policy towards the development 
cycle of development must be precisely formulated 
(Suryana, 2000). 

The most common inequality discussed is 
economic inequality. Economic inequality is often 
used as an indicator of differences in average per 
capita income, between income level groups, 
between employment groups, and / or between 
regions. The average per capita income of a region 
can be simplified into Gross Regional Domestic 
Product divided by the population. Another way that 
can be used is to base on personal income which is 
approached by the consumption approach (Widiarto, 
2001). To measure the inequality of regional 
economic development, the Williamson Index is 
used. 

Regional disparity arises due to the lack of equity 
in economic development. This can be seen from the 
existence of advanced regions with underdeveloped 

regions, or less developed regions. This inequality in 
development is due to differences in development 
between regions. 

During 2012-2016 there were still inequality in 
the provinces in Indonesia, using the relative per 
capita GRDP approach. Williamson Index results for 
development inequality nationally show that 
development inequality is still very high or inter-
provincial development is uneven with the 
Williamson Index from 2012-2016 on average> 1. 
And one of the provinces in Indonesia that has 
increased development inequality from 2012 -2016 
is North Sumatra Province. One of the prominent 
problems of inequality in North Sumatra Province is 
the disparity between regions as a consequence of 
the concentrated economic activities in the area 
adjacent to the Provincial Capital. (Alisjahbana, 
2005). 

Inequality causes economic inefficiencies, 
because inequality is high, overall savings rates in 
the economy tend to be low, because high savings 
rates are usually found in the middle class. Although 
rich people can save in larger amounts, they usually 
save in a smaller share of their income, and of 
course save with a smaller share of their marginal 
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income (Todaro, 2006). This negative impact causes 
high inequality to be one of the problems in 
development in creating prosperity in a region. 

Economic growth is one indicator of public 
welfare. Where when an area has high growth, the 
area can be said to be a prosperous region. One 
indicator of the level of welfare of the population of 
a region is the per capita GRDP figure. GRDP is the 
net value of final goods and services produced by 
various economic activities in an area in a period 
(Hadi Sasana, 2001), While GDP per capita is often 
used as an indicator of development. The higher the 
per capita GRDP of an area, the greater the potential 
source of income for the region due to the greater 
income of the people of the area (Thamrin, 2001). 
This also means that the higher the per capita GRDP 
the more prosperous the population of a region. In 
other words, if income is high and evenly distributed 
between regions, income inequality decreases. 

Income inequality between regencies / cities in 
North Sumatra. During 2013 to 2016, the highest 
and ever increasing per capita income was in the city 
of Medan. Then it was followed by Toba Samosir 
Regency which although in 2013 the income per 
capita was still below Asahan Regency, but in 2013 
to 2016 the income per capita of Toba Samosir 
Regency was more than that of Asahan Regency. 
The next highest per capita income is Karo Regency, 
although in 2013 it was still lower than Asahan 
Regency. 

The lowest per capita income in 2013 until 2016 
was Pakpak Barat Regency, then, the second lowest 
per capita income was Nias Regency, although in 
2013 and 2014 Nias Regency per capita income was 
still higher compared to Pakpak Bharat District, but 
on average from 2013 to 2016 Nias Regency was 
still lower compared to Pakpak Bharat Regency. The 
next lowest per capita income is Pakpak Barat 
Regency. 

For North Sumatra Province during 2013 until 
2016 per capita income continued to increase. In 
2013, North Sumatra's per capita income was only 
Rp. 25,391,986.04, - but in 2016 the income per 
capita of North Sumatra Province reached Rp. 
36,371,825.67, -. Still not evenly distributed and the 
development gap in North Sumatra Province can be 
minimized by utilizing the maximum potential of 
each region to advance the regional economy 
concerned in order to reduce inequality that occurs. 

Economic development in an area can be said to 
be successful if a region / region can increase 
economic growth and improve people's living 
standards equally or better known as the Human 
Development Index (HDI). The problem that occurs 

is the HDI in each region is different, this makes the 
HDI value to be one of the factors that influence 
income inequality between regions / regions. 

Lisnawati (2007) states that "In the context of 
regional development, the Human Development 
Index (HDI) is set as one of the main measures 
included in the Basic Pattern of Regional 
Development." This indicates that HDI occupies an 
important position in regional development 
management. The function of HDI and other human 
development indicators will be key to the 
implementation of targeted planning and 
development. 

In 2016, North Sumatra Province had an HDI 
value of 70. This value was still lower than the 
national HDI value of 70.18. Although the province 
of North Sumatra is ranked 8th out of 37 provinces 
in Indonesia, but with the increasing value of 
inequality every year, it has indicated that HDI in 
North Sumatra Province needs special attention from 
the provincial government so that its function is a 
measure of the success of development in North 
Sumatra province can be achieved. 

Based on BPS data from North Sumatra Province 
in 2016 the highest HDI value in North Sumatra was 
Medan City at 79.4. Then the cities of Pematang 
Siantar and the city of Binjai were 76.9 and 74.11 
respectively. The lowest HDI value is West Nias 
City at 59.03. Then followed by South Nias City and 
Nias City at 59.14 and 59.75 respectively. 

The rate of HDI in North Sumatra Province from 
2014 to 2016 has increased. Although all regions in 
North Sumatra province experienced an increase in 
HDI values, there were several regions in the North 
Sumatra province which still had low HDI values 
and were far below the other regions. Therefore, this 
is where the role of the North Sumatra provincial 
government is needed in resolving regional 
development inequality so that regional equity in the 
North Sumatra province can increase. This is 
because the low or high HDI will have an impact on 
the level of productivity of the population, the lower 
the HDI, the level of productivity of the population 
will be low then low productivity can affect the low 
income, and vice versa if the higher the HDI the 
higher the productivity of the population push the 
level of income to be higher (Hidayat 2014). 

Government expenditure is one of the tools of 
government intervention in the economy which is 
considered the most effective. The expenditure is the 
consumption of goods and services carried out by 
the government as well as financing by the 
government for the purposes of government 
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administration and development activities in the area 
(Sukirno, 2002). 

Heshmati (2014) states that many countries in 
Asia will always pursue high economic growth 
because for them if economic growth is prioritized, 
then equity will be successful. 

Regional financial capacity is shown in the form 
of the Regional Budget (APBD). According to Law 
No. 32 and 33 of 2004 the Regional Budget is an 
annual financial plan. Regional governments are 
discussed and agreed upon jointly by the Regional 
Government and the Regional People's 
Representative Council (DPRD), and are stipulated 
by regional regulations. APBD contains details of all 
regional revenues on one side and all regional 
expenditures on the other side. Before 2003 the 
APBD from the expenditure side consisted of 
routine expenditure and development expenditure, 
(Suyana Utama 2009). 

The biggest expenditure from the local 
government is prioritized for basic, secondary and 
vocational education. Local governments administer 
primary and secondary education reflecting the 
benefits of regional budgets. With an educated 
workforce it will increase the productivity of an 
economy. 

The allocation of government expenditure for 
North Sumatra and Regency / City Provinces in 
North Sumatra province is very fluctuating for each 
year and tends to increase. But the increase was also 
accompanied by the level of inequality in North 
Sumatra province which also tended to increase 
resulting in less optimal government spending to 
alleviate inequality in the province of North 
Sumatra. 

The expenditure budget of the Regency / City 
Government in North Sumatra Province differs 
significantly between existing Districts / Cities. The 
highest Regency / City Government expenditure 
budget is Rp. 5,380,363,861 in Medan City followed 
by successively Deli Serdang Regency of Rp. 
3,529,117,634, and Langkat District Rp. 
1,826,780,689. If we analyze the district with the 
lowest expenditure budget, which is a newly 
established regency or a district that has been 
created, this should be a serious concern for both the 
Central Government and the Provincial Government 
in the division of regions that are deemed irrelevant 
to be re-divided. 

If these conditions are allowed, in the future the 
level of inequality will be wider because per capita, 
HDI, and government expenditure are interrelated. 
Because of this, action needs to be taken so that 

income inequality in North Sumatra Province can be 
minimized. 

 

2 THEORETICAL FRAMEWORK 

The Williamson Index is an analytical tool used to 
measure inequality between regions. This index is 
used to measure the coefficient of a region's 
weighted variation and income disparity in the 
development process. The Williamson index also 
measures the spread of per capita income levels 
between regions relative to the center where each 
region's deviation is weighted by its contribution to 
the population of the region as a whole. 

Williamson index formula: 

 
The advantages of Williamson's Index are easy 

and practical in seeing disparities. While the 
disadvantage is the Williamson Index is aggregate so 
that it is not known which areas contribute to 
disparity (Achjar, 2004). Williamson index (IW), 
with the magnitude of the value between 0 and 1. 
The greater the IW, the greater the gap, on the 
contrary if IW gets smaller (close to 0), the more 
evenly distributed IW value <0.3 means that the 
income disparity is relatively low, IW between 0.3 - 
0.5 is in the moderate category, then it is said to be 
high if IW> 0.5 (Kuncoro, 2004). 

The relationship between per capita income of a 
country and the inequality of income distribution 
among its inhabitants is explained by a hypothesis 
proposed by Simon Kuznets (Arsyad, 1999). Using 
data between countries and data from a number of 
surveys or observations in each country with time 
series data, Kuznets found a relation between 
income inequality and the inverted U-level income 
per capita. Kuznets stated that in the early stages of 
economic growth, income distribution tended to 
deteriorate (rising inequality), but at a later stage 
income distribution would improve (downward 
inequality) (Kuznet, 1971). 

The inverse U hypothesis proposed by Kuznets is 
based on Lewis's theoretical argument about 
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population movements from rural (agricultural 
sector) to urban (industrial sector). Rural areas that 
are very densely populated cause the wage rate in 
the agricultural sector to be very low (whereas in 
urban areas the wage rate is relatively high because 
the population or labor is relatively small) and 
makes the supply of labor from that sector to the 
industrial sector unlimited (Sri Isnowati, 2007). 

The Human Development Index (HDI) / Human 
Development Index (HDI) is a comparative 
measurement of life expectancy, illiteracy, education 
and living standards for all countries worldwide 
(BPS, BAPPENAS, UNDP, 2001). The HDI also 
reveals that a country can do much better at a low 
income level, and that a large increase in income can 
play a relatively smaller role in human development 
(Todaro and Smith, 2004). Inequality that occurs in 
a region will affect the level of community welfare 
in the region. 

The human development index and income 
inequality have interrelated relationships. According 
to Becker (in Agus Iman Solihin, 1995), states that 
HDI has a negative effect on inequality, Becker 
examines more deeply the role of formal education 
in supporting economic growth stating that the 
higher the formal education obtained, the higher the 
productivity of labor. This is in accordance with 
human capital theory, namely that education has an 
influence on economic growth and will reduce 
income disparities because education plays a role in 
increasing labor productivity. 

According to Guritno (1999), government 
expenditure reflects government policy. If the 
government has established a policy to buy goods 
and services, government expenditure reflects the 
costs that must be spent by the government to 
implement the policy. The theory about the 
development of government expenditure was also 
stated by economists, namely the development 
model of the development of government spending, 
and regarding the development of government 
activities. 

Musgrave and Rostow stated that the 
development of state expenditure is in line with the 
stage of economic development of a country. 
According to Musgrave (1980) that in a 
development process, private investment in the 
percentage of GDP is greater and the percentage of 
government investment in GDP will be smaller. In 
the early stages of economic development, large 
government expenditure is needed for government 
investment, mainly to provide infrastructure such as 
road facilities, health, education and other public 
facilities. At the middle stage of economic 

development, investment is still needed for 
economic growth, but it is expected that private 
sector investment has begun to develop. In the later 
stages of economic development, government 
spending is still needed, mainly to improve people's 
welfare. 

According to Sukirno (2004), economic growth 
is the development of activities in the economy 
which causes the goods and services produced in 
society to increase and the prosperity of the 
community increases. This is in accordance with the 
theory of development of Harrod-Domar which 
explains that the formation of capital / investment is 
an important factor that determines economic 
growth. In his theory, Harror-Domar argues that 
investment has an effect on economic growth in a 
longer-term perspective. 

 

3 RESEARCH METHOD 

This study uses secondary data with time series data 
types during the period 2013-2016. With the data 
used sourced from the Central Statistics Agency. 
The data needed includes GDP per capita in rupiah 
units, HDI value with an index value of 0 to 100, 
government spending in rupiah units, and Wiliamson 
index with an index value of 0 to 1 in North Sumatra 
Province. 

 The data analysis method used in this study is 
quantitative with a panel data analysis model or data 
collection. Panel data is a combination of time series 
data and time data (cross section). To overcome the 
intercorrelations between independent variables 
which can eventually lead to inappropriate 
regression estimates, the panel data method is more 
appropriate to use. The data used in this study are 
time series data from 2013 to 2016 and cross 
sections consisting of 25 districts and 8 cities in 
North Sumatra Province. The function model of the 
equations in this study area: 

IW = β₀+ β1GRDPPC + β2HDI + β3GEB +εit 
 

4 ANALYSIS 

4.1. Selection of Models in Data Processing 
In panel data processing, it is necessary to select the 
most appropriate model between Common Effect 
estimation models, Fixed Effect estimation models 
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and Random Effect estimation models. To choose 
between the three estimation models there are 
several tests that can be done, including : 

4.1.1 Chow Test (F-statistical test) 
This test is used to determine the most appropriate 
model to be used between the Common Effect 
estimation model or the Fixed Effect estimation 
model, with the hypothesis: 

 H0   : choose to use the Common 
Effect                             estimation model. 

  H1   : choose to use the fixed 
effect         estimation      model. 

This hypothesis test can be done by comparing 
F-statistics with F-tables. If F-statistics > F-table 
then H0 is rejected which means the most 
appropriate model to use is the Fixed Effect Model 
and can also be done by considering the probability 
value (Prob.) For F-statistics. If the value of the 
Prob. F-statistic < 0.05 (determined at the beginning 
as the level of significance or alpha) then the chosen 
model is Fixed Effect Model, but if > 0.05 then the 
chosen model is the Common Effect Model 
(Ekananda, 2016). 

Table 1: Chow Test  Results 

From Table 1, the F-statistic value is 7.458908 
with the F-table value at df (32.129) α = 5% is 
1.0000000 so that the F-statistic value> F-table with 
a probability of 0.0000 (<0.05), so H1 statistics are 
accepted and reject H0, according to the results of 
this estimation the right model used is the estimation 
model Fixed Effect Model. 

4.1.2 Hausman Test 
This Hausman test is used to select the model that 
will be used between the Fixed Effect estimation 
model or the Random Effect estimation model, with 
the following hypothesis test: 
 H0    :  choose to use the Random 

Effect                 estimation model. 
 H1 :  choose to use the Fixed 

Effect             estimation model. 
The Hausman test can be done by comparing 

Chi-Square statistics with Chi-Square tables. If Chi-
Square statistics > Chi-Square table then H0 is 

rejected which means the most appropriate model to 
use is the Fixed Effect Model and can also be done 
by considering the probability value (Prob.) For Chi-
Square statistics. If the value of the Prob. Chi-
Square statistic < 0.05 (determined at the beginning 
as a significance level or alpha), the chosen model is 
Fixed Effect Model, but if > 0.05 then the selected 
model is Random Effect Model (Ekananda, 2016). 

Table 2 :Hausman Test Results 

Correlated Random Effects - Hausman Test 
Equation: REM  

Test cross-section random effects 

Test Summary
Chi-Sq. 
Statistic

Chi-Sq. 
d.f. Prob.

Cross-section 
random 7.694560 3 0.0528

From Table 2, the statistical Chi-Square value is 
7.694560 with the Chi-Square table on df (3) α = 5% 
is 7.815 so the Chi-Square value is statistics> Chi-
Square table with a probability of 0.05 (<0, 05) H1 
is accepted and H0 is rejected so the panel data 
model used is the Fixed Effect Model. 

4.2 Hypotesis Result 

4.2.1 T-Test (Partial Test) 
The t-statistic test aims to determine the effect of the 
independent variable GDP per capita, HDI, 
Government Expenditures in the Regency / City of 
North Sumatra Province. 

Table 3: The Results of The T-Test 

Variable  Coefficient  Std. Error    t-Statistic   Prob.
     C -7.642758 2.979274 -2.565309 0.0115
  PDRB -0.150958 0.042496 -3.552254 0.0005
   IPM -1.608587 0.880617 -1.826660 0.0401
    PP -0.106689 0.032423 -3.290567 0.0013

Table 3 is the result of testing the independent 
variables namely Per capita GRDP, HDI, and 
Government Expenditures partially on Development 
Inequality in North Sumatra Province in 2013 - 
2016. This study uses α = 5% or α = 0.05. 

 
 
If written in an equation, the result is : 

IWit  = -7.642758 - 0.150958GRDPPCit -
        1.608587HDIit - 0.106689GEPit + ɛit 

From this equation it can be concluded as 
follows: 

Redundant Fixed Effects Tests  
Equation: FEM  
Test cross-section fixed effects 
Effects Test Statistic   d.f. Prob.
Cross-section F 7.458908 (32,129) 0.0000
Cross-section Chi-
square 172.823370 32 0.0000
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1. The constant is - 7.642758 which means that if 
the variable per capita GRDP, HDI, and 
Government Spending is zero, it means that the 
effect of the three variables on the value of 
development inequality in North Sumatra 
Province is - 7.642758 percent. 

2. Perkapita GRDP variable has a t-statistic of -
0,150958 and the probability shows a value of 
0,0005 which is smaller than the confidence level 
α = 5% (0,0005 <0,05) so that this can prove that 
the Perkapita variable has a significant negative 
effect towards development inequality in North 
Sumatra Province which means H1 is accepted 
and H0 is rejected. The percentage percentage of 
the Percapita variable coefficient is -0.150958, 
which means that each increase in Percentage 
Percentage of 1 percent will reduce development 
inequality by 0.15 percent assuming the HDI 
variable, Government Expenditures are 
considered zero, meaning there is no increase or 
decrease. This is in line with the results of the 
study of Nita Tri Hartini (2015) who concluded 
that an increase in GDP per capita would also 
reduce the Development Gap. 

3. The HDI variable has a t-statistic of -1.61 and 
probability shows a value of 0.041 which is 
smaller than the confidence level α = 5% (0.0401 
<0.05), so this can prove that the HDI variable 
has a significant negative effect on development 
inequality in North Sumatra Province which 
means H1 is accepted and H0 is rejected. The 
HDI variable coefficient is -1.61, which means 
that every increase in the HDI value is 1 percent, 
it will increase the development imbalance by 
1.61 percent assuming the GDP per capita 
variable, and Government Expenditures 
expenditure is considered to be zero, meaning 
there is no increase or decrease . These results 
are in accordance with the study of Nita Tri 
Hartini (2017) who concluded that the human 
development index has a negative and significant 
effect on income inequality in the province of 
DIY. 

4. The Government expenditure expenditure 
variable has a t-statistic of - 0.106689 and 
probability shows a value of 0.0013 which is 
smaller than the confidence level α = 5% (0.0013 
<0.05) so this can prove that the Government 
expenditure expenditure variable has a negative 
and significant effect on development inequality 
in the district / city of North Sumatra Province 
which means H1 is accepted and H0 is rejected. 
The variable expenditure expenditure 
government coefficient is - 0.106689, which 

means that every increase in Government 
expenditure is 1 percent, it will reduce 
development inequality by 0.106689 percent 
with the per capita GRDP variable assumption, 
HDI is considered to be zero, meaning there is no 
increase or decrease. 

4.2.2 F-Test 
To test whether the independent variables have a 
simultaneous effect on the dependent variable, the F-
test is used by looking at probability and F-statistics. 

The hypothesis is as follows : 

H0 : Per Capita GRDP, HDI, and Government 
Expenditure together have a significant 
influence on Development Inequality in 
North Sumatra Province for the period 2013-
2016. 

H1 : Per capita GRDP, HDI, and Government 
Expenditures have no effect on Development 
Inequality in North Sumatra Province for the 
period 2013-2016. 

From the regression results, the F-statistic value 
is 12.45468 with a probability of 0.0000 which 
means it is smaller than α = 5%. The probability 
value of F-Statistics in Table 4.11 is smaller than α = 
5%, then H1 is accepted and H0 is rejected so it can 
be concluded that together the variable per capita, 
HDI, and Government Expenditures have a 
significant effect of 12.45468 on Inequality 
Development in North Sumatra Province for the 
period 2013-2016. 

4.2.3 Determination Coefficient Test Results (R²) 
According to Gujarati and Porter (2012), the 
coefficient of determination (R2) is used to measure 
the goodness of fit of a regression line. This value 
shows how much influence the independent 
variables together can provide an explanation of the 
dependent variable, where the coefficient of 
determination (R2) is between 0 to 1 (0 ≤R2 ≤1). 
The smaller R2 approaches 0, meaning that the 
smaller the influence of the independent variable on 
the dependent variable. Conversely, if R2 
approaches 1, it indicates the stronger influence of 
independent variables on the dependent variable. 

Based on the results of panel data regression 
analysis, the determination coefficient was 0.77. 
This means 77 percent of inequality. Development 
in 33 (thirtythree) regencies / cities in the Province 
of North Sumatra in the period 2013-2016 can be 
explained by the variable per capita, HDI, and 
Government Expenditures. While the remaining 23 
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percent is explained by other variables not examined 
in this study. 

4.2.4 Interpretation of Analysis Results 
Based on the statistical calculations that have been 
done, it can be concluded that the resulting 
regression is good enough to explain the factors that 
influence development inequality in the Province of 
North Sumatra for the period 2013-2016. But of all 
the variables studied all variables did not have a 
positive effect. 

5 RESULT 

Based on the results of the analysis that has been 
carried out regarding the factors that influence 
development inequality in North Sumatra province, 
the following conclusions are obtained : 

a. From the coefficient of determination in the 
estimation results, the variables of development 
inequality in North Sumatra Province can be 
explained by the variables of GDP per capita, 
ipm and government expenditure can be 
explained by the model used. 

b. The variables used explain the development 
inequality variables showing the direction of 
influence in accordance with the hypothesis. Per 
capita GRDP has a negative and significant 
effect, IPM has a negative and significant effect, 
and government expenditure also has a negative 
and significant effect. 

c. The magnitude of the coefficient value of the 
variables that explain the variables of 
development inequality, the largest is the 
variable government expenditure, followed by 
successive variables per capita GRDP and HDI 
variables. 

6 CONCLUSIONS 

Based on the results of testing and discussion, the 
following are some suggestions related to the results 
of the study: 
a. Development inequality in North Sumatra 

Province is still in the category of low inequality. 
However, the Government of North Sumatra 
Province is expected to continue to provide the 
greatest access to the community, especially the 
creation of new jobs so that the employment 
opportunities of the population are increasingly 
high. Thus it will increase per capita income 

which in turn will reduce the income disparity 
itself. 

b. Besides increasing the per capita income of the 
population, the government should also make 
budget allocations that better accommodate the 
interests of the community, especially for vital 
accesses that can improve the quality of human 
resources. 

c. Government expenditure is also an obstacle if it 
is not managed wisely which in turn will trigger 
development inequality. For this reason, 
management of government expenditure must 
prioritize aspects that require attention such as 
education, health, poverty alleviation and so on. 
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Abstract: The Agriculture, Forestry and Fisheries sector is the largest contribution sector to GRDP in Serdang 
Bedagai Regency with 39.14 percent average contribution in 2011-2016 (year of conservation). The aims of 
this research : (1) to determine the leading sub-sectors in the agriculture, forestry and fisheries sector in 
Serdang Bedagai Regency, (2) to determine the leading of agricultural sub sector effect on GRDP in 
Serdang Bedagai Regency. The data in this study were obtained from The Central Bureau of Statistics 
(BPS) of North Sumatera Province and Serdang Bedagai Regency. This research used a type of descriptive 
research with a quantitative approach. The analysis used in this research are descriptive analysis, location 
quotient (LQ), and simple linear regression. The results of this research that the agriculture, livestock and 
fisheries sector is the leading sector base in Serdang Bedagai Regency. Agriculture, livestock and service; 
and the fisheries sub sector is a leading sub sector of the agriculture, livestock and fisheries sector in 
Serdang Bedagai Regency. The fisheries sub sector is the most leading agricultural sub sector in Serdang 
Bedagai Regency. Furthermore, the LQ variable in the agriculture, livestock and fisheries sub sector has a 
positive and significant influence on economic growth in Serdang Bedagai Regency. 

1 INTRODUCTION 

Indonesia is a developing country with the 
agricultural sector as a source of livelihood for the 
majority of its population. Most of the land use in 
the Indonesian territory is used as agricultural land 
and almost 50 percent of the total workforce still 
depends on their life necessities in the agricultural 
sector. This situation requires government policies in 
the agricultural sector to be adjusted to the 
conditions and developments that occur in the field 
in overcoming various problems related to the 
welfare of the nation, Tambunan in Yamin (2005). 

The agricultural sector has an important role in 
Indonesian economy, because the agricultural sector 
serves as the basis or foundation of economic 
development. The agricultural sector is one of the 
leading sectors in the economy and has a role as a 
buffer for national development, so the government 
programs in agricultural development are directed at 
increasing income and living standards such as 
expanding employment, business opportunities and 
markets for various products produced. Furthermore, 

with the existence of  more advanced and efficient 
agricultural development, it is expected to be able to 
increase the diversity of yields, improve the quality 
and degree of production processing can support 
regional development. 

The agricultural sector as one of the economic 
sectors is a very potential sector in contributing to 
the growth and the national economy development, 
both in terms of income and employment. The 
agricultural sector has an increasingly important role 
in the formation of PDRB, including in Serdang 
Bedagai Regency. Serdang Bedagai Regency has 
high potential agricultural land, especially for the 
development of lowland rice crops. Agricultural 
development in Serdang Bedagai Regency has an 
important and strategic role in national and regional 
development. The role of the agricultural sector is 
not only for food security, but also contribute to 
employment opportunities significantly, sources of 
income and the regional economy.  

Serdang Bedagai Regency is one of the regencies 
in North Sumatra province based on the Law of the 
Republic of Indonesia Number 36 of 2003 
concerning the establishment of Samosir Regency 
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and Serdang Bedagai District in North Sumatra 
Province, the result from the division of Deli 
Serdang Regency. Below is a table of North Sumatra 

Gross Regional Domestic Product (GRDP) and 
Serdang Bedagai Regency on the basis of 2010 
Constant Prices from 2012-2015. 

 
Table 1: North Sumatra Gross Regional Domestic Product (GRDP) and Serdang Bedagai Regency on the basis 
of Constant Prices in 2010 (Billion Rupiah), 2011-2016 
 

Year North Sumatera Percent Serdang Bedagai Percent 

2011 353,147.6  - 12,780.10  - 

2012 375,924.1 6.45 13,558.80 6.09 

2013 398,727.1 6.07 14,345.76 5.80 

2014 419,573.3 5.23 15,080.38 5.12 

2015 440,955.9 5.10 15,841.95 5.05 

2016 463,775.5 5.18 16,656.17 5.14 
Source : BPS of  North Sumatera Province 

 
Provincial and Serdang Bedagai GRDP data have 

a positive trend from year to year. According to the 
business field, GRDP of Serdang Bedagai Regency 
is divided into 17 categories and most of the 
categories are divided into subcategories. The 
division into subcategories is adjusted to the 
Indonesian Standard Business Classification (KLBI) 
in 2009. The business field structure of some 
communities Serdang Bedagai Regency can be seen 
from the magnitude of the role of each business field 

in the formation of Serdang Bedagai Regency GRDP 
in 2014 produced by the Agriculture, Forestry and 
Fisheries business, Processing Industry, Large Trade 
and Retail, Car and Motorcycle Repair, 
Construction, Business Field of Government 
Administration , Defense and Compulsory Social 
Security, provision of Accommodation and Drinking 
Food, Real Estate and Educational Services. While 
the role of Other Business Fields is below one 
percent respectively 

 
Table 2: Role of GRDP by Industry (percent), 2010─2014 

Business field 2010 2011 2012 2013* 2014** 

   A Agriculture, Forestry and Fisheries 44,08 43,64 43,23 43,1 41,42

   B Mining and Excavation 0,82 0,87 0,89 0,92 0,9

   C Management Industry 19,78 19,91 19,66 19 19,47

    D Procurement of Electricity and Gas 0,11 0,1 0,09 0,09 0,07

   E 
Water Supply, Waste, Waste and 
Recycling Management 0,01 0,01 0,01 0,01 0,01

   F Construction 8,13 8,36 9,01 9,33 9,62

   G 
Large and Retail Trade; Car and 
Motorcycle Reparation 13,95 13,96 13,81 13,84 14,38

   H Transportation and Warehousing 0,81 0,81 0,81 0,9 0,94

   I 
Supply of Accommodation, Food  and 
Drinks 3 2,9 2,93 2,91 2,99

  J Information and Communication 0,63 0,58 0,56 0,54 0,53

  K Financial and Insurance Services 0,45 0,47 0,49 0,51 0,52

   L Real Estate 2,26 2,38 2,3 2,54 2,62

M,N Company Services 0,46 0,46 0,48 0,5 0,52

   O 
Pem Administration, Land, Mandatory 
Social Security 2,9 2,96 3,07 3,12 3,24
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   P Educational Services 1,41 1,37 1,36 1,36 1,39

  Q Health Services and Social Activities 0,78 0,79 0,82 0,83 0,86

R,S,T,U Other services 0,42 0,44 0,45 0,49 0,51

Gross Regional Domestic Product 100 100 100 100 100 

 Source : BPS of  North Sumatera Province 
 Description: *) Temporary Figures **) Very Temporary Figures 
 
 

To develop the potential for economic growth 
which seen from the development of PDRB, 
economic development is needed which refers to the 
leading sector, besides having an impact on 
accelerating economic growth, it will also affect 
fundamental changes in the structure of the regional 

economy. The benefits of knowing the leading 
sector is able to provide an indication for nationally 
and regionally economy. The leading sector is 
guaranteed to have greater potential to grow faster 
than other sectors in a region. 
 

 
Table 3: Contribution of Agriculture, Forestry and Fisheries Categories to GRDP  in Serdang Bedagai Regency 
(Percent), 2010-2014 

Business field 2010 2011 2012 2013* 2014** 

1 2 3 4 5 6 
Agriculture, Livestock, Hunting and Agricultural 
Services 

38,21 37,81 37,37 37,1 35,22 

Forestry and Logging 0,25 0,24 0,23 0,22 22 

Fisheries 5,62 5,58 5,62 5,78 5,99 

Agriculture, Forestry, and Fisheries 44,08 43,64 43,23 43,1 41,42 

 Source : BPS of  North Sumatera Province 
 Description: *) Temporary Figures **) Very Temporary Figures 
 

In 2014 the categories of Agriculture, Forestry 
and Fisheries contributed to the GRDP on the 
current prices basis of 41.42 percent. The role of 

business sector decreased from 44.08 percent in 
2010 to 43.64 percent in 2011, 43.23 percent in 2012 
and 43.10 in 2013 
 

 
Table 4:Series 2010 GRDP on the basis of Constant Prices according to the Business Field in Serdang Bedagai 
Regency (Billion Rupiah) 

Sector 2011 2012 2013 2014 2015* 2016** 

Agriculture, Forestry, and 
Fisheries 

5052.94 5311.48 5627.86 5910.10 6189.10 6439.70 

1 
Agriculture, Livestock and 
Services 

4372.17 4603.86 4893.99 5145.21 5384.70 5592.13 

2 Forestry and Logging 30.73 30.71 30.87 31.07 31.32 31.57 

3 Fisheries 650.04 676.91 702.99 733.81 773.09 815.99 

Total 12,780.10 13,558.80 14,345.76 15,080.38 15,841.95  16,656.17 
Source : BPS of  North Sumatera Province 
Description: 2015* Temporary Figures   2016** Very Temporary Figures 

 
According to North in Sjafrizal (2008) states that 

"Economic growth of a region is basically 
determined by the amount of competitive advantage 
possessed by the region concerned". If a certain area 

can encourage the growth of economic sectors that 
have competitive advantages as a basis for export 
activities, then the economic growth of the region 
will increase rapidly. This is the basis for Serdang 
Bedagai Regency in increasing regional economic 
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growth so it can grow export activities and compete 
with other regions. 

2 THEORICAL FRAMEWORK 
AND HYPOTHESIS 
DEVELOPMENT 

Economic development is an effort to increase per 
capita income and increase productivity per capita 
by adding capital equipment and adding skills or 
efforts to add capital equipment and add skills so 
that each other brings greater per capita income and 
higher per capita productivity (According to 
Djojohadikusumo in  Martono, 2000) 

According to Todaro in Sirojuzilam (2008), 
economic development is a multidimensional 
process, which involves major changes, both to 
changes in economic structure, social change, 
reducing or eliminating poverty, reducing inequality 
and unemployment in the context of economic 
growth. 

Economic development shows the changes in 
output structure and input allocation to various 
sectors of the economy in addition to increasing 
output. Generally development always accompanied 
by growth, but growth does not necessarily 
accompanied by development (Irawan and 
Suparmoko, 1992).  

Basically, the theory of regional economic 
development discuss two things: 1) methods in 
analyzing the development of an area and 2) theory 
relating to the factors that determine the economic 
growth of a region. Arsyad in a journal written by 
Suwandi (2016) states that “Formulates the study of 
regional development as follows : regional 
development equal to natural resources, labor, 
investment, entrepreneurship, communication, 
industry composition, technology, area, export 
markets, the international economic situation, the 
capacity of local government, spending central 
government and aid development) the development 
that is undertaken should be able to explore all the 
potential in each region to be processed so that will 
be very useful in real terms”. 

There are two main concepts in regional 
economic development, namely balance 
(equilibrium) and regional production factor 
mobility. It means the economic system will reach 
its natural development point if capital can flow 
without restrictions. Therefore, capital will flow 
from high wage regions to low wage regions. The 
economic growth rate of a region is determined by 
the amount of exports both selling products / 
services outside the region to other regions within 

the country and abroad. Basically all activities both 
product producers and service providers that bring 
money from outside the region because their 
activities are basic activities. Employment and 
income in the base sector are functions of exogenous 
requests (not dependent on internal strength / local 
demand) (Tarigan, 2002).   

Regional economic growth analyzes an area as 
an open economic system that deals with other 
regions through the flow of production factors and 
commodity exchange. Economic growth can be 
valued as a result of government policies, especially 
in economics. Economic growth is the growth rate 
formed from various economic sectors indirectly 
describing the growth rate that occurs and as an 
important indicator for regions to evaluate the 
success of development (Sirojuzilam, 2008). 

According to Adam Smith, economic growth  is 
divided into 5 stages start from the hunting period, 
raising livestock, planting time, trading period and 
industrial period. According to this theory, society 
will move from traditional society to modern 
society. 

According to the theory of comparative 
advantage, David Ricardo states that a country must 
focus its economic activities on industries that are 
superior and most internationally competitive, and 
conduct trade activities with other countries to 
obtain goods that are not produced nationally. 

Gross Regional Domestic Product (PDRB) 
according to the Central Bureau of Statistics (2013) 
is an indicator to show the economic growth rate of 
a region in a sector, so that it can be seen the causes 
of economic growth in a region. 

The role of the agricultural sector in economic 
development is very important because some 
members of society in poor countries depend their 
lives on the sector. If the planners seriously pay 
attention to the welfare of their people, then the only 
way is by improving the welfare of most members of 
their community living in the agricultural sector. 
This method can be achieved by increasing the 
production of food crops and their trading plants 
and, or by increasing the prices they receive for the 
products they produce (Arsyad, 1992). 

According to (Todaro, 2003), traditionally the 
role of agriculture in economic development is 
considered passive and only as a support. Based on 
the historical experience of western countries, 
economic development seems to require a rapid 
structural transformation of economy, which 
originally prioritizes agricultural activities into more 
complex societies where there are more modern 
industrial and service fields. Thus, the main role of 
agriculture is to provide sufficient labor and food at 
low prices to develop dynamic industries as an 
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important sector in all economic development 
strategies. 

In the future, development of Serdang Bedagai 
Regency will be carried out by considering leading 
sectors or bases which will be used as priority scale. 
For this reason, it is necessary to conduct more 
comprehensive study of potential sectors in Serdang 
Bedagai Regency that have advantages both in terms 
of agriculture and its contribution to the aggregate 
economic growth in Serdang Bedagai Regency. 

 

3 RESEARCH METHOD 

This research was conduct in Serdang Bedagai 
Regency which become one of regencies in North 
Sumatera. This research is aimed to the leading 
commodities in  agricultural sector in Serdang 
Bedagai Regency and the effect on economic growth 
of Serdang Bedagai Regency. The data in this 
reasearch were obtained  from The Central Bureau 
of Statistics (BPS) of North Sumatera Province and 
Serdang Bedagai Regency. 

Based on the results of calculation of Location 
Quotient (LQ), it can be seen the activities 
concentration in an area as follows: 
1. If the value of LQ > 1, it means the growth rate 

of sector I in the research area is greater with the 

same growth rate sector in the economy of 
reference area. Thus sector I is a leading sector in 
the study area as well as an economic base sector 
for further development. 

2. If the value of LQ < 1, it means the growth rate 
of sector I in the research area is smaller with the 
same growth rate sector in the economy of 
reference area. Thus sector I is not a leading 
sector in the study area and is not an economic 
base sector and is not prospective to be 
developed further. 

3. If the value of LQ = 1, it means the growth rate 
of sector I in the research area is the same as 
growth rate sector in the economy of reference 
area. 
Then from the LQ values obtained, it is analyzed 

and can be seen whether the base commodities in 
agricultural sub sector affect the growth of the 
GRDP of Serdang Bedagai Regency. 

 

4 RESULT AND DISCUSSION 

The GRDP of North Sumatra Province Agriculture, 
Forestry and Fisheries Sector 2011 to 2016 
(observation year) is as follows: 

 
Table 5: Series 2010 of GRDP Based on Constant Prices According to the Business Field of North Sumatra 
Province (Billion Rupiah), from 2011 to 2016 (Observation Year) 

Year 

Agriculture, 
Forestry, 

and 
Fisheries 

Sector 

% 

Sub Sector : 
Agriculture, 

Livestock, and 
Services 

Sub Sector : 
Forestry and 

Logging 

Sub Sector : 
Fisheries Total of 

GRDP 
% 

Data % Data % Data % 

2011 90592.55 -  79385.54 -  3531.06 -  7675.95 -  353147.6 - 

2012 95405.42 5.31 83663.65 5.39 3663.51 3.75 8078.25 5.24 375924.1 6.45 

2013 99894.57 4.71 87560.02 4.66 3823.99 4.38 8510.56 5.35 398727.1 6.07 

2014 104262.8 4.37 91363.87 4.34 3926.11 2.67 8972.85 5.43 419573.3 5.23 

2015 110066 5.57 96506.08 5.63 4078.86 3.89 9481.06 5.66 440955.9 5.10 

2016 115179.7 4.65 101220.1 4.88 3934.32 -3.54 10025.28 5.74 463775.5 5.18 
Source: BPS North Sumatra Data, 2018 (processed). 
 

Based on the table above, it is known that all 
sectors, sub sectors and GRDP in North Sumatra 
Province had a positive trend by the increasing from 
year to year. It shows the economic development of 
the community, especially in agriculture, forestry 

and fisheries sectors as a whole in North Sumatra 
Province. 

Serdang Bedagai Regency GRDP data on 
Agriculture Sector from 2011 to 2016 (observation 
year) is as follows:  
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Table 6: Series 2010 of GRDP on the basis of Constant Prices according to the Business Field of Serdang 
Bedagai Regency (Billion Rupiah) from 2011 to 2016 (Observation Year) 

Year 

Agriculture, 
Forestry, 

and 
Fisheries 

Sector 

% 

Sub Sector : 
Agriculture, 

Livestock, and 
Services 

Sub Sector : 
Forestry and 

Logging 

Sub Sector : 
Fisheries Total of 

GRDP 
% 

Data % Data % Data % 

2011 5052.94 -  4372.17 -  30.73 -  650.04 -  12,780.10  - 

2012 5311.48 5.12 4603.86 5.30 30.71 -0.07 676.91 4.13 13,558.80 6.09 

2013 5627.86 5.96 4893.99 6.30 30.87 0.52 702.99 3.85 14,345.76 5.80 

2014 5910.1 5.02 5145.21 5.13 31.07 0.65 733.81 4.38 15,080.38 5.12 

2015 6189.1 4.72 5384.7 4.65 31.32 0.80 773.09 5.35 15,841.95 5.05 

2016 6439.7 4.05 5592.13 3.85 31.57 0.80 815.99 5.55 16,656.17 5.14 

 Source: BPS North Sumatra Data, 2018 (processed). 
Based on the table above, it is known that all 

sectors, sub sectors and GRDP in North Sumatra 
Province also had a positive trend by the increasing 
from year to year. It shows the economic 
development of the community, especially in 
agriculture, forestry and fisheries sectors as a whole 
in North Sumatra Province. But the question is 

whether the agricultural sector is a leading base 
sector in Serdang Bedagai Regency which needs to 
be analyzed by Location Quotient (LQ). 

The results of LQ formulation in  agriculture, 
forestry and fisheries sectors and sub sectors of 
Serdang Bedagai Regency are as follows 

 
Table 7: Sector LQ and Agriculture, Forestry and Fisheries Sub Sector of Serdang Bedagai Regency, from 
2011 to 2016 (Observation Year) 

Year 
Agriculture, 

Forestry, and 
Fisheries Sector 

Sub Sector 

Agriculture, 
Livestock, and 

Services 

Forestry and 
Logging 

Fisheries 

2011 1.717 1.704 0.242 2.531 

2012 1.712 1.705 0.235 2.519 

2013 1.712 1.709 0.228 2.525 

2014 1.707 1.703 0.224 2.53 

2015 1.712 1.709 0.217 2.53 

2016 1.704 1.689 0.227 2.583 

Source: Data processed, 2018 
 

Based on the table above, it is explained that 
agriculture, forestry and fisheries sector in Serdang 
Bedagai Regency is a base sector or leading sector 
with a consistent  value of LQ > 1 from 2011 to 
2017. It explains that agriculture, forestry and 
fisheries sectors have a large contribution to the 
economic growth in Serdang Bedagai Regency. The 
increasing of LQ value in agricultural sector is 
inseparable because the economy of Serdang 
Bedagai Regency has extensive and fertile natural 
resources and also the people can utilize the existing 
natural wealth. 

The agriculture, forestry and fisheries sectors 
indicate that Serdang Bedagai Regency is able to 
fulfill its own needs in the fields of agriculture, 
forestry and fisheries. It is even possible to export 
economic activity out of areas and able to produce 
goods and services that can be sold outside the 
region to increase the revenue in Serdang Regency 
Begadai. This is inseparable from the topographical 
conditions of the Serdang Regency Begadai with a 
variety of land forms and capable of producing 
various agricultural, forestry and fisheries 
commodities. 
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However, if examined in detail from the state of 
LQ in agriculture, forestry and fisheries sector in 
Serdang Bedagai Regency, the conclusions can be 
made on the advantages as follow: 

a. The agriculture, livestock and services 
sub-sector has LQ > 1 which is consistent with the 
observation year (2011 to 2016). It explains that the 
agriculture, forestry and fisheries sector, the 
agriculture, livestock and services sub sector is a 
base or leading sub sector in Serdang Bedagai 
Regency.  

b. The agriculture, livestock and services 
sub-sector has LQ < 1 which is consistent with the 
observation year (2011 to 2016). It explains that the 
agriculture, forestry and fisheries sector, the 
agriculture, livestock and services sub sector is not a 

base leading sub sector in Serdang Bedagai 
Regency. 

c. The fisheries sub-sector has LQ> 1 even 
the LQ value> 2 which is consistent with the 
observation year (2011 to 2016). It explains that the 
agriculture, forestry and fisheries sector, the 
agriculture, livestock and services sub sector is a 
base or leading sub sector in Serdang Bedagai 
Regency. It that the fisheries sub-sector is the most 
superior in Serdang Bedagai Regency. 

Furthermore, the results of LQ analysis of each 
of subs ectors and associated with economic growth 
in Serdang Bedagai Regency in a simple regression 
analysis by the following result: 
 

 
Table 8: The Results from Model Function Estimation fo Agriculture, Forestry and Fisheries Sub Sector 
Against Economic Growth in Serdang Bedagai Regency 

Free Variable Coefficient Sdr Error T-tes Prob. Description 

C 1,645 0,288 5,721 0 Significant 
Agricultural Sub 

Sector 
0,697 0,163 4,286 0,001 Signifikan 

R Square 0,535 
  

Adjusted R Square 0,505 
 Source: Data processed, 2018 

Based on the table above, it is known that the 
leading sub sectors of agriculture, forestry ancynd 
fisheries have a positive and significant influence on 
economic growth in Serdang Regency by using 
formula below: 

Log(PDRB) = 1,645 + 0,697 (Agricultural Sub 
Sector) + e 

The explanation based on above formula  are  as 
follow: 
a. Log (GRDP) = 1,645, means that if the LQ sub-

sector of agriculture, forestry and fisheries has 0 
value, then the magnitude of economic growth 
is 1,645. 

b. Agricultural Sub-Sector = 0.697, means that if 
the LQ in agriculture, forestry and fisheries sub-
sector increases by 1%, then economic growth 
increases by 0.697 percent. 

Furthermore, in the research model, the value of 
R squared is 0.535. It shows that the agriculture, 
forestry and fisheries sub sector variables are able to 
explain the model of economic growth by 53.5 
percent in Serdang Bedagai Regency. And the 
remaining is 46.5 percent influenced by other 
variables which not examined in this study.  

In an effort to increase the level of economic 
growth in Serdang Bedagai, the government through 
the Regional Planning Agency can make efforts to 

increase the LQ value of the Agriculture, Forestry 
and Fisheries Sector. This is deemed necessary 
because the increasing LQ value of the Agriculture, 
Forestry and Fisheries Sector can increase the 
economic growth of Serdang Bedagai Regency. 

5 CONCLUSIONS 

Based on the results and discussion of research can 
be concluded as follows: 
1. The agriculture, livestock and fisheries sector 

is the leading sector basis in Serdang Bedagai 
Regency. 

2. Agriculture, livestock and service; and the 
fisheries sub sector is a leading sub sector of 
the agriculture, livestock and fisheries sector in 
Serdang Bedagai Regency. 

LQ variable in the agriculture, livestock and 
fisheries sub sector has a positive and significant 
influence on economic growth in Serdang Bedagai 
Regency. 
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Abstract: This research aims to determine how the relationship between variables gross domestic product, interest 
rates, exchange rates, and inflation against the demand for real money (M1) in Indonesia. The data used in 
the study of this empirical data for the time series of the year 1987-2017 derived from Bank Indonesia and 
the Central Bureau of Statistics (BPS). The analysis method in this research is The Vector Error Correction 
Model (VECM). The results showed there is a direct relationship between the exchange rates with demand 
for real money (M1). And there is a direct relationship with the demand for real money (M1) with inflation. 
The results of the study also showed the gross domestic product of influential negative and significantly 
affect the demand for real money in the short-term. Variable exchange rates, interest rates and inflation 
effect no effect against the demand for real money (M1) in the short-term. The demand for real money (M1) 
in Indonesia in the long-term be influenced in a positive and significant by the variable gross domestic 
product, exchange rates, interest rate. While the variable is a negative and significant effect of inflation 
against the demand for real money (M1) in Indonesia in the long-term.  

1 INTRODUCTION 

The money created in the economy aims to launch 
exchange-traded activities and trade, or in other 
words, the money was defined as objects that are 
approved by the community as a mediator to hold 
someone or trade. Money Kartal is money issued by 
the central bank both banknotes or coins that are 
circulating in the community. (Prawoto, 2010:18). 

The money supply is often linked to interest 
rates, economic growth, and the development of 
prices. The phenomenon is happening in Indonesia 
showed at the time the money supply increases tend 
to encourage price increases of goods in General, 
resulting in inflation. Conversely, when the money 
supply decreased, economic activity will slow down 
that led to the decline in production levels that 
followed price increases of goods. 

Request money greatly affects the economy of 
Indonesia it can be reinforced with the theory of the 
demand for money. Many of the theories that discuss 
the request for money. According to the classical 
doctrine, money has no influence on the rill, no 
sector of its effect on interest rates, employment 

opportunities or national income (Nopirin, 2009). At 
the beginning of this theory is not intended to 
explain why communities save money. But more on 
the role of on the money. Therefore some of the 
theory with familiar classics such as Irving Fisher's 
theory only describes the relationship the number of 
coins, turnover, volume, and price of the goods. And 
Marshall's theory that only describes the relationship 
of the nominal value of money, prices, income, and 
the proportion of the demand for money. 

The theory of money demand continues to grow 
and then comes the theory that further deepens the 
theory Keynes is a theory developed by Baumol and 
Tobin who explained that requests money for the 
purpose of transactions affected interest rates 
(Nopirin, 2007). Because when high-interest rates 
then that will reduce an individual means of 
payment in the form of cash and money to expand 
the securities. Otherwise, once the interest rates low 
so the individual will reproduce the cash money. 

An overview of the linkages of the development 
of monetary instruments with real money demand 
(M1) can be seen in the picture below. 
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Figure 1: The trend of the real money demand (M1) and 
monetary instruments variable in Indonesia year 1987-
2017 

Based on Figure 1 shows that the demand for 
real money year 2008 experienced a decline of 21.44 
percent to 14.63 percent. When the world economy 
is hit by the global economic crisis, the impact is felt 
in Indonesia that led to the economic climate in the 
country also come into effect, the peak occurred in 
the year 2008. GDP growth the year 2008 noted the 
development of a fairly good about 14.63 percent in 
the middle of the occurrence of the external turmoil. 
In late 2008, however, the exchange rate of rupiah 
currency from rising of rupiahs per dollar into 9,419 
10,950 rupiahs per dollar and at the same time the 
banks start to tighten its credit policies. Then in mid-
2008 world oil prices rising back up to reach above 
145 U.S. dollars per barrel and followed a financial 
crisis in America in 2008. The economic impact on 
the countries of Europe, Asia and Indonesia are also 
included. Finally back pressing the rupiah exchange 
rate in 2008 reached almost 10,950 rupiah per dollar. 
Changes in interest rates and the sharp inflation 
occurred in the year 2008, inflation has a high 
influence on the demand for real money (M1). 

Thus, the phenomenon of money demand 
monetary interest to research. Identify economic 
quantities that affect the demand for money through 
various studies theory, empirical studies and the 
phenomenon of data that has been done previously 
showed the importance of the development of 
research request for money in Indonesia. In General, 
this research examines the relationship between the 
independent variable and the dependent variable in 
the short-term and long-term. The purpose of this 
research is to analyze the association between 
variables Bank Indonesia interest rate (BI Rate), 

inflation (INF), the exchange rate (EXC),  and the 
GDP against the demand for real money (M1)  in 
Indonesia. 

2 THEORETICAL FRAMEWORK 

Money has a negative relationship with the level of 
interest rates. Keynes stated that the community has 
confidence the presence of a normal interest rate. If 
the securities are held at the time the interest rate 
goes up, it will be incurred losses. This can be 
avoided by way of reducing the Securities and adds 
cash money. The higher the interest rate, the higher 
the cost of holding cash money anyway so desire 
cash money holding it down. Conversely, when 
interest rates go down means the cost of holding 
money in cash is also getting low so cash money 
demand rises (Nopirin, 2009). 

Purchasing Power Parity theory predicts that the 
decline in domestic purchasing power of the 
currency indicated by the domestic price level would 
relate to currency appreciation proportionately. In 
short, there are two versions of the theory of 
purchasing power parity, i.e. the interpretation of 
absolute and relative. According to the interpretation 
of the absolute purchasing power parity, a 
comparison of the value of one currency with 
another currency (exchange rate) is determined by 
the price level in their respective countries. So the 
exchange rate is based on a comparison of 
purchasing power. While according to the 
interpretation of relative purchasing power parity 
exchange rate saying that power parity based on 
price changes (Nopirin, 2009). 

In the quantity theory of money theory of money 
demand, Fisher and Keynes ware mainly for the 
purpose of the transaction stated that demand for 
money depends on income. The higher the income, 
the greater the desire then would cash money. It can 
be seen from the behavior of the community level 
high revenues, will usually do more transactions 
than the community that its revenues are lower. This 
means that when revenues increase, then spending 
more and more money so that also to deals increases 
(Nopirin, 2009). 

3 RESEARCH METHOD 

The data will be used in this research in the form of 
secondary data. Secondary data that will be used is 
the data time series during the year 1987-2017 
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which is the total amount of data Bank Indonesia 
interest rate (BI Rate), inflation (INF), the exchange 
rate (EXC),  and the GDP against the demand for 
real money (M1)  in Indonesia. The data can be 
taken from the Bank Indonesia (BI) and the Central 
Bureau of Statistics (BPS) or via the official website 
of each of the institutions (www.bi.go.id and 
www.bps.go.id). 

Methods of data analysis used in this study was a 
statistical analysis method with equation model 
VECM (vector error correction model) which 
consists of the initial test variables by using the root 
test a unit test that uses Augmented Dickey-Fuller. If 
the present level of stationary data then continued 
with the usual VAR equations (VAR unrestricted) 
which comprise two equations to determine the 
optimal VAR order and continued with the Granger 
test method using Johansen. The last stage is doing 
the estimation methods of VAR and accompanying 
the VECM, namely test causality, function response 
to shock (the Impulse Response Function/IRF), and 
decomposition of variants (Forecast Error Variance 
Decomposition/FEVD). This study uses statistics 
programs help E-Views version 7. 

4 ANALYSIS 

4.1 Stationer Test 

The first thing to do is to examine whether the data 
is stationary or not. This Stasioneritas test needs to 
be done because a regression analysis should not be 
done when the data used is not stationary and 
normally if it still has done the resulting equations 
then are a spurious regression. The test methods 
used in this Test method is stationeries Unit Root 
Test or also known as the test of the Augmented 
Dickey-Fuller (ADF). 

4.1.1 Unit Root Test 

The value of the test results with the Augmented 
Dickey-Fuller (ADF), indicated by the value of the 
statistical regression coefficients t on the observed 
variable (X). If the value is greater than the value of 
the ADF test critical values MacKinnon on the level 
of the 1 percent, 5 percent, or 10 percent, then the 
stationary means data. 

Based on table 1 that Bank Indonesia interest rate 
(BI Rate), and the demand for real money (M1)  in 
Indonesia is not significant at the α = 5 percent. 
Because not stationary at the zero degrees, then it 

needs to be done again using stationarity test the 
degree of integration of the single. 

Table 1: Unit Root Test Results 

Variables 
Value 
ADF 

Critical 
Value 

McKinnon 
(α = 5%) 

Desc 

 
M1 

 
-1.178163 

 
-2.971853 

Non-
Stationary 

GDP -3.918175 -2.963972 Stationary
EXC -3.292333 -2.963972 Stationary

 
BI Rate 

 
-1.566971 

 
-2.963972 

Non-
Stationary

INF -5.751641 -2.963972 Stationary

4.1.2 Integration Test 

A test of the degree of integration is a test done to 
measure at the level of difference to how data all the 
variables are stationary. The taking of decision is 
when the count of an ADF variable is greater than 
the critical value of MacKinnon, means the variable 
is stationary, and vice versa.  

Based on table 2 that variable Bank Indonesia 
interest rate (BI Rate), inflation (INF), the exchange 
rate (EXC),  and the GDP against the demand for 
real money (M1)  in Indonesia has been stationary at 
the same degree, that is one degree, shown from the 
ADF value calculate more than the value of the 
critical (Mackinnon critical values) at α = 5%. Thus, 
the Granger test requires a stationary data at the 
same degree can be used. 

Table 2: Integration Test Results 

Variables 
Value 
ADF 

Critical 
Value 

McKinnon 
(α = 5%) 

Desc 

M1 -4.327986 -2.971853 Stationary 
GDP -6.849849 -2.967767 Stationary
EXC -6.776012 -2.967767 Stationary

BI Rate -5.525270 -2.967767 Stationary
INF -6.249907 -2.967767 Stationary

4.1.3 Cointegration Test 

Granger test is a test of unit roots test and degree of 
integration. Granger test meant to know the behavior 
of the data in the long term between related variables 
is there Granger or not as you see fit by economic 
theory. To do this test used Granger Johansen test. 
The taking of decision is when the value of the 
Trace Statistic>Critical Value and the value of Max-
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Eigen Statistics>Critical Value, meaning between 
these variables in long-term relations equilibrium, 
and vice versa.  

Table 3: Cointegration Test Results 

Hypothesis 
Trace 

Statistic 

Critical 
Value 

 (α = 5%) 
Prob 

None* 159.3965 68.81889 0.00000 
At most 1* 94.54151 47.85613 0.0000
At most 2* 45.73188 29.79707 0.0004
At most 3* 19.68411 15.49471 0.0110
At most 4* 8.431014 3.841466 0.0037

 
Based on table 3 that there are equations that 

model in Granger. Thus, an appropriate model to be 
used in this research is the Vector Error Correction 
models (VECM). 

4.2 Estimation Vector Error 
Correction Model (VECM) 

Based on table 4 provides statistical information for 
each equation of variables DM1, DGDP, DEXC, 
DBIRATE and DINF and the very bottom is the 
information thoroughly. Numbers in brackets show 
the first standard error numbers are locked up while 
the bottom shows a value of the t-statistic.  

VECM estimation results in the table above 
show that in the long run, the first of the variable 
gross domestic product had a positive relationship 
towards the demand for real money amounting to 
0.052397 and a significant increase in the 
probability of 10 percent. These results show that 
long-term changes in the gross domestic product will 
be followed by the demand for real money with 
direct direction. If an increase in the amount of 1 
billion rupiahs in a gross domestic product will be 
followed by an increase in the demand for real 
money amounting to 0.052397 percent. 

Second, the variable exchange rate against the 
real money demand relationship 0.788160 of 
positive and significant at probability 10 percent. 
Thus, in the event of an increase of 1 percent on the 
exchange rate of 1 the rupiah per dollar will be 
followed by a decrease in the demand for real money 
amounting to 0.788160 percent. 

Third, the variable interest rate against the 
demand for real money has a positive relation of 
0.376107 and significant at probability 10 percent. 
Thus, in the event of an increase of 1 percent on the 
interest rate will be followed by a rise in the demand 
for real money amounting to 0.376107 percent. 

Fourth, variable Inflation against real money 
demand relationship -0.353164 negative and 
significant at the 10 percent probability. Thus, in the 
event of an increase of 1 percent in Inflation will be 
followed by a decrease in the demand for money is 
real of 0.353164 percent 

Table 4: Estimation VECM Test Results 
 

On the model of equation VECM, where each 
variable influence each other (exogenous) and may 
also be affected (endogenous). The first equation, 
DM1 which is a query variable real money as an 
endogenous variable is affected by the variable 
demand for real money yourself (DM1), gross 
domestic product (DGDP), exchange rates (DEXC), 
the interest rate of Bank Indonesia (DBI RATE) and 
inflation (DINF) next could be explained on the 
model equations are given below. The resulting 
equation in the VECM estimation is as follows: 
D(LNM1) = 0.004730 - 0.022355 D(LNGDP(-1) -      
                     0.025873 D(LNGDP(-2)) – 0.090153  
                     D(LNEXC(-1)) + 0.066214  
                     D(LNEXC(-2)  –  0.085115  
                     D(LNBI RATE(-1)) + 0.049293  
                     D(LNBI RATE(2)) +  0.040693  
                     D(LNINF(-1)) - 0.000278  
                     D(LNINF(-2)) - 0.026682 ECT 

 
As for the VECM equation for the long-term are 

as follows: 
LNM1 = - 0.192489 + 0.052397 LNPDB(-1) +  
                 0.788160 LNEXC(1) +  

                 0.376107 LNBI RATE(-1)) -              
                 0.353164 LNINF(-1) 

 
The first equation with endogenous variables 

requests real money (M1), where a variabel gross 
domestic product, inflation, exchange rate and a 
variable interest rate do not give significant effects 
against the movement of real money demand. The 
demand for real money (M1) was also significantly 
influenced by the movement itself on two and one 
years earlier. Real money demand relationship 

Analysis of the Interdependence of Monetary Instruments against Real Money Demand in Indonesia

535



 

pattern (M1) and himself is negative except for the 
previous two years related positively. The 
relationship of real money demand and gross 
domestic product are insignificant and have a 
positive relationship for the two to a year earlier. 
The relationship between real money demand and 
inflation was not significant and has a negative 
relationship for two to a year earlier. Real money 
demand a relationship and exchange rate were not 
significant and negative except for two months 
before that deal was positive. Real money demand 
relationship and significant interest rate on one-
month before and have a positive relationship one 
year earlier and have a negative relationship to the 
previous two years. 

The results of this equation indicates that any 
increase in the product gross domestic at this time, it 
will be an increase in the demand for real money in 
the next one to two years. The increase in Inflation 
at the moment will have an impact on the decline in 
the demand for real money one and twenty years 
after. The increase in the exchange rate when. This 
will result in increased demand for real money one 
year later, but then leads to a decrease in the two 
years thereafter. An increase in the current interest 
rate will lower the demand for real money in one 
year afterward. but later led to a decrease in the two 
years thereafter. Within the same way, we can 
interpret the equations with the dependent variables 
etc. 
 

4.3 Estimation Impulse Response 
Function (IRF) 

To know a variable response to changes or shock 
that occurs from the variable itself with other 
variables in this study used the analysis of impulse 
response. Following the results of the analysis of 
impulse response: 

 

Figure 2: The Impulse Response Function 

 

 

The variable demand for real money (M1) at the 
change of one (1) standard deviation experience a 
decrease. The response continues to be negative with 
declining small fluctuations after the next 10 years. 
The GDP variable on changes one (1) standard 
deviation of GDP alone showed the value of positive 
response at one year next and experience negative 
response on one the following year. Next at one 
month later inflation experience positive and 
negative responses one month there after in turns 
until the end of the period. 

4.4 EstimationVariance Decomposition 

After he had done the testing against the impulse 
response, then the next to perform testing of the 
decomposition of the variant that aims to find out 
donations variant of variables against the demand for 
real money (M1). 

In the first period, the analysis of variance 
showed that the decomposition forecast error 
variance from the demand for real money on the first 
period determined by himself in the amount of 100 
per cent, while the variable contribution of gross 
domestic product, exchange rate, Bank Indonesia 
interest rates and inflation are not able to explain the 
variability of the demand for real money (M1) of 0 
percent. 

5 CONCLUSIONS         

The condition is the amount of money circulating in 
the economy of Indonesia is dominated with the 
influence of interest rates and inflation. It refers to 
the theory the interest rate transmission explained 
that the role of the monetary sector is still pretty. It 
is important in controlling the number of money in 
circulation. The Government through the Central 
banks still hold strong control to control the 
economy in Indonesia. Economic growth was also 
considerable effect on rates interest rate, inflation 
and the amount of money in circulation. But based 
on the results of impulse response, these variables 
quickly back to a point of stability caused economic 
growth only give short-term influence. 
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Abstract: Oil Palm Research Center, Medan, is a company which operates in oil palm research and 

propagation. Highly competitive human resources are needed to achieve a company’s goal. It is 
found that the performance appraisal system at the PPKS (Oil Palm Research Center), Medan, is 
still not able to provide employees’ work satisfaction due to some small frictions among the 
employees. There are also the wish and demand from the company to increase its employees’ 
performance.The objective of the research was to evaluate some factors which caused the 
performance appraisal system on employees at PPKS, Medan, not to be able to increase their 
work satisfaction, and what policy which had to be made in order that the its employees 
performance appraisal system became more effective in increasing employees’ work satisfaction 
at PPKS, Medan.The research used some theories and thoughts of some experts. That it is the 
responsibility of a company’s manager to create his employees’ work satisfaction.The research 
also used causal method. Questionnaires were distributed to 103 employees of PPKS, Medan. 
The samples were taken by using Stratified Random Sampling technique. The data were analyzed 
by using multiple regression analysis with F-test (simultaneous) and t-test (partial) at the 
significance level of 95%.The result of the research showed that there was the influence of 61% 
of the variable of service quality on employees’ satisfaction, while the remaining 39% was 
influenced by the other variables excluded from independent variables. The result of F-test 
showed that the four independent variables (reliability, competence, credibility, and 
communication) had positive and significant influence on employees’ work satisfaction at PPKS, 
Medan. The result of t-test showed that the variables which had significant influence on 
employees’ work satisfaction at PPKS, Medan, were the variables of reliability and 
communication. 

 
 

1 INTRODUCTION 

In today's modern era, organizations are required to 
create high employee performance as a step to 
succeed organizational development. The success of 
the organization is influenced by various factors; one 
important factor is human resources. Organizations 
must think of ways in which human resources or 
implementers can improve their work performance 
for the achievement of organizational goals. One 
way is to increase employee satisfaction in work. To 
see the high level of work achievement that has been 

achieved by the employee, then implemented a 
performance appraisal programconducted in a 
certain period. Mathis and Jackson (2006) state that: 
"Performance Appraisal is the process of evaluating 
how well employees perform their work when 
compared to a set of standards, and then 
communicating with employees." 

Employee job satisfaction will grow if the 
appraisal of work performance done fairly, rational 
and objective and well documented. This is 
supported by the opinion of Rivai (2009) stating 
that: "people will be satisfied or dissatisfied; 
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depending on the presence or absence of equity in a 
situation, especially the work situation (Theory of 
Justice) ". The main components in the theory of 
justice are input, outcome, justice and injustice. 
Input is a valuable factor for employees who are 
considered to support their work such as education, 
experience, skills, number of tasks, equipment or 
equipment used to carry out their work. The result is 
something that employees consider to be valuable 
from their work; such as wages or salaries, side 
benefits, symbols, status, rewards and opportunities 
for growth or self-actualization. Organizations must 
be able to improve employee job satisfaction; which 
one of them by looking at what factors become the 
determinant ofemployee job satisfaction. According 
to Luthans (2006) the factors that affect job 
satisfaction include: the job itself, salary, promotion 
opportunities, supervision, colleagues and working 
conditions. Through this basis, the organization 
caneasily determine what steps to take to improve 
job satisfaction. The quality of human resources is 
determined by the extent to which the system in 
thefield of human resources isable to support and 
satisfy the wishes of employees and companies. To 
create employee job satisfaction is not easy; because 
job satisfaction can only be created if the employee 
performance appraisalsystem is made well and fair 
and implemented as well as possible. Gibson (1996) 
in Ermayanti (2001) and Brahmasari (2008), 
suggests that organizational performance depends on 
individual performance. So it can be understood that 
individual performance will contribute to 
organizational performance. Every company or 
institution needs to create high employee job 
satisfaction that will have implications for good 
individual performance that will ultimately 
contribute positively to the organization's 
performance. 

The Center for Oil Palm Research (PPKS) is an 
oilpalm research institute in Medan established since 
1916 under the name APA (Algemeene Proefstation 
der AVROS/ Algemene Vereniging voor 
Rubberplanters ter Oostkust van Sumatra). APA 
several times renamed according to the conditions at 
that time; became RISPA (Research Institute of The 
Sumatra Planters Association) in 1957 and became a 
Puslitbun in 1987. Finally in 1992 renamed the 
Center for Research on Oil Palm (PPKS). Some 
awards have been achieved by PPKS include: 
IPTEK Superior Center, Accreditation from 
KNAPP, Bakrie Award, PPKS Journal 
Accreditation, ISO Certification, KAN & Variety 
Protection. 

 

But although PPKS's achievements are so proud 
but as a service institution, there are a lot of things 
that must be maintained and need continuous 
improvement; in the form of progressive progressive 
improvements, especially those related to human 
resources. The development of the company's 
management today, especially human 
resourcemanagement, is driven by the demand to 
paymore attention to the company's applied policies 
to its employees. 

2 FRAMEWORK CONCEPTS 
AND HYPOTHESES 

Conceptual framework Research begins by 
describing the operational variables contained in the 
study of 4 dimensions of service quality: Reliability, 
Competence, Credibility and Communication. These 
four dimensions of service quality are related to the 
employee's response to the performance appraisal 
system they get, whether satisfied or dissatisfied. 
According to Parasuraman (1990), the embodiment 
of satisfaction can beidentified through the four 
dimensions of service quality that are reflected from 
the service gaps that customers and customers 
expect to receive services. 

 
Figure 1 Research Model of Achievement Rating 

System Analysis Employee’ Work and Its 
Implications on Job Satisfaction Employees at the 

Medan Palm Oil Research Center 
 
1. Reliability 

H0: Reliability has no significant effect on 
job satisfaction employees. 
H1: Reliability has a significant effect on job 
satisfaction employees. 

2. Competence; 
H0: Competence has no significant effect on 
satisfaction employee work. 
H1: Competence has a significant effect on 
job satisfaction employees 
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3. Credibility 
H0: Credibility has no significant effect on 
satisfaction employee work. 
H1: Credibility has a significant effect on job 
satisfaction employees. 

4. Communication 
H0: Communication has no significant effect 
on satisfaction employee work. 
H1: Communication has a significant effect 
on job satisfaction employees. 

3 METHOD 

The research method used is the method of causal 
research, research conducted to investigate the 
cause-effect relationship by observing the 
consequences and possible factors (cause) that cause 
these effects. In this study, there are independent 
variables (cause) namely the variables that affect and 
the dependent variable (effect) is the variable that is 
affected. 
 
The population in this study is 162 people who are 
employees in PPKS Medan. By using Slavin method 
with 6% error rate found the sample of 103. Data 
collection method in this study is to use 
questionnaires that are given to employees in PPKS 
Medan. Then also documents containing information 
about PPKS Medan. Data analysis used in this 
research is univariate analysis covering frequency 
distribution of respondent, validity test and 
reliability test. Then proceed with bivariate 
regression analysis. 

4 RESULT 

1. Validity and reliability analysis 
To test the validity, a factor analysis was conducted 
to see if a variable is feasible to be analyzed further 
by using the Factor Analysis Method (KMO). All 
the measurement concepts of each variable question 
are valid and reliable which means that the 
questionnaire used in this study is a reliable 
questionnaire. 
 
2. Testing classical assumptions 
The classical assumption test must be met in order to 
obtain a regression model with unbiased estimation 
and reliable testing. 
a) Normality Test. 

Normality test was performed by Kolmogorov-
Smirnov test. From the results of this testit can be 
seen that  this  regression  model  meets  the  
assumption  of  normality  and concluded feasible to 
use. 
b) Multicollinearity test. 
Obtained multicollinearity test results as can be see  
1. VIF Value Reliability 1 <2.770 <10, meaning 

that thereis no multicollinearity in Reliability 
the variable. 

2. VIF Value Competence 1 <2.289 <10, meaning 
there is no multicollinearity in the Competency 
variable. 

 
3. VIF Credibility value 1 <2.038 <10, meaning 

there is no multicollinearity in the Credibility 
variable. 

4. VIF value Communication 1 <1,746 <10, 
meaning there is no multicollinearity inthe 
Communication variable. 

From the output data can be seen the calculation of 
tolerance values show all independent variables have 
a tolerance value > 0.1 which means there is no 
multikolineritas between independent variables. The 
result of calculation of Variance Inflation Factor 
(VIF) value also shows the same thing, there is no 
independent variable having linerity between 
independent variables.  
 
c) Heteroscedasticity Test. 
This study uses Spearman'rho correlation coefficient 
test to see whether heteroscedasticityoccurs. From 
Table 4, the results of heteroscedasticity test are: 
1. 2. Value of reliability significance (0,518)> 

(0,05), meaning there is no heteroscedasticity at 
variable of reliability. 

2. The value of competence significance (0.417)> 
(0.05), meaning there is noheteroscedasticity on 
competence variables. 

3. The value of credibility significance (0.621)> 
(0.05), meaning there is no heteroscedasticity on 
credibility variables. 

4. The value of communication significance 
(0.575)> (0.05), meaning there is no 
heteroscedasticity on communication variables. 

5. From the output data can be seen that the 
significance value of the four independent 
variables more than 0.05. Thus it can be 
concluded that there is no problem of 
heteroscedasticity on regression model. 

 
2. Bivariate Analysis of Multiple Linear 
RegressionRegression Coefficient Test Results can 
be seen from Table 1 below:  
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Table 1: Regression Coefficient Test 
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a. Dependent Variabel: Satisfaction 
Mathematically the result of multiple linear 
regression analysis can be written as follows:  
Y = 1.049 + 0.343 X1 + 0.114 X2 + 0.157 X3 + 
0.260 X4 
Table 1 shows the effect of each independent 
variable (X1, X2, X3, and X4) on the dependent 
variable (Y). 
Free Variable Correlation Analysis with Satisfaction 
From the results of data analysis has been done, can 
be seen the results of correlation analysis of 
independent variables to the satisfaction variable in 
Table 2 below: 
 

Table 2: Correlation Analysis Result 

 

1. Relationship Reliability with Job Satisfaction. 
Value of correlation coefficient Reliability with 
satisfaction is 0.731 with asignificance level of 
0.000.This confirms that there is a positive 
relationshipbetween reliability and significant 
performance satisfaction.Based on Guilford's theory, 
it is known that the relationship of reliability with 
job satisfaction is a strong relationship. 
 
2. Relationship Competence with Job Satisfaction. 
Value of correlation coefficient of Competence with 
Job Satisfaction is equal to 0.626with significance 
level equal to 0.000. This confirms that there is a 
positive relationship between Competence and 
significant job satisfaction. Based on the Guilford 
theory, it is known the relationship of 
Competencewith Satisfaction is a strong 
relationship. 
 
3. Relationship of Credibility with Job Satisfaction. 
The relationship Jobvalue of the correlation 
coefficient of credibility with job satisfaction is 
0.616 witha significance level of 0.000. This 
confirms that there is a positive relationship between 
credibility and significant job satisfaction. 
Based on Guilford's theory, then known credibility 
relationship with job satisfaction is a strong 
relationship. 
 
4.Communication Relationship with Job 
Satisfaction. 
The value of correlation coefficient of 
communication with job satisfaction is 0.638 with a 
significance level of 0.000. This confirms that there 
is a positive relationship between communication 
and significant job satisfaction. Based on Guilford's 
theory, it is known that the relationship of 
communication with job satisfactionis a strong 
relationship. 
 
c).Hypothesis Test Results 
1. Simultaneous Test Results (F-Test) 
This test is also called ANOVA or variance analysis, 
which is the test of regression coefficient together 
(F-test) to test the significance of independent 
variable influence (reliability, competence, 
credibility and communication) to the dependent 
variable (job satisfaction). The test used α 0.05 
significance level. 

The test is also used to find out whether the 
regression model can be used to predict the 
dependent variable. The test results are seen in Table 
3 below: 
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Based on the results, it is found that the sig.α (.000a) 
value is less than the alpha of 5% (0.05). This 
indicates that the research results reject H0 and 
receive H1. Other results are also shown from the 
value of fcount that is equal to 38.328 where this 
value is greater than the ftable value of 3.933.Thus 
simultaneously or simultaneously four (4) factors 
namely reliability, competence, credibility, and 
communication have a positive and significant 
impact on job satisfaction of PPKS Medan 
employees.   
 
2. Partial Test Results (T-test) 
T-test aims to determine the magnitude of the 
influence of each independent variable individually 
(partial) to the dependent variable. The test criteria 
are as follows: 
 
1. H0: X1 = 0, meaning that the variable reliability 

does not significantly affect employee job 
satisfaction variable. 
H1: X1 ≠ 0, meaning that the variable of 
reliability has a significant effect on employee 
satisfaction variable. 

2. H0: X1 = 0, meaning that the variable reliability 
does not significantly affect employee job 
satisfaction variable. 
H1: X1 ≠ 0, meaning that the variable of 
reliability has a significant effect on employee 
satisfaction variable. 

3. H0: X2 = 0, meaning that the competency 
variable has no significant effect on employee 
job satisfaction variable 
H1: X2 ≠ 0, meaning that the competence 
variable has a significant effect on employee 
satisfaction variable. 

4. H0: X3 = 0, meaning that the credibility 
variable has no significant effect on employee 
job satisfaction variable. 

H1: X3 ≠ 0, meaning that credibility variable 
significantly influence employee job satisfaction 
variable. 

5. H0: X4 = 0, meaning the communication 
variable has no significant effect on employee 
satisfaction variable. 
H1: X4 ≠ 0, meaning that communication 
variables have a significanteffecton employee 
job satisfaction variable. 

 
Criterion of decision making: 
H0: received when the significance value> 0.05 
 
H0: rejected if the value of significance <0.05 
 
The results of this test can be seen in the appendix 
and in Table 4 below: 

Tabel 4 :T-test 
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a. Dependent Variable: Satisfaction 
From Table 4 contained in the attachment of T test 
the following results are obtained: 
1. Value significance (0,000) <(0.05), then Ho: 

rejected, meaning reliability has a positive and 
significant effect on job satisfaction. 

2. The value of significance (0.206)> (0.05), then 
Ho: accepted, meaning that the competence 
does not have a positive and insignificant effect 
on job satisfaction. 

3. The value of significance (0.089> (0.05), then 
Ho: accepted, meaning that credibility has no 
positive and significant effect on job 
satisfaction. 

4. Significance value (0.003 <(0.05), then Ho: 
rejected, meaning that communication has a 
positive and significant effect on job 
satisfaction. 

 

Table 3 : Result of Simultaneous Test (F)
ANOVAb 

Model 
Sum of 
Squares df 

Mean 
Square F Sig.

Regre
ssion 

445.228 4 111.30
7 

38.328 .000a

Resid
ual 

284.597 98 2.904   

Total 729.825 10
2    

a. Predictors: (Constant), Communication,  
Credibility, Competence, Reliability 

b. Dependent Variable: Satisfaction 
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5 DISCUSSION 

After performing various tests both on the 
questionnaire and on the variables; it turns out that 
this research deserves to be continued by multiple 
linear analysis. In multiple linear regression test to 
four independent variable of reliability, competence, 
credibility and communication have influence to 
employee job satisfaction. The effect of these four 
variables varies greatly. Reliability has the greatest 
influence; followed by communication, then 
credibility and competence. The four variables gave 
effect of 61.0%, meaning 39.0% influence on 
satisfaction contributed by other variables not 
included in this research model. Similarly, the 
correlation of each independent variable with 
satisfaction indicates that the most dominant and 
strongest positive correlation is between the variable 
of reliability and job satisfaction, followed by 
communication variables with job satisfaction, 
competence with job satisfaction and lastly between 
credibility and jobsatisfaction. 

In hypothesis test by simultaneous test method (F 
Test) also called ANOVA, it turns out sig value 
alpha 0.000 < alpha 5% (0.05). The value of f 
arithmetic is also greater than f table. This means 
that four variables together will have a positive and 
significant impact on job satisfaction.In the Partial 
Test (Test T), it is found that the variable reliability 
and communication significantly affect job 
satisfaction, but the credibility and competence 
variables do not significantly affect job satisfaction. 
The variable of reliability in the performance 
appraisal system gives a significant influence in 
affecting job satisfaction, which means satisfaction 
and job dissatisfaction of employees influenced by 
variable reliability. 

Based on the background of research that the 
performance appraisal system has not been able to 
provide job satisfaction, so the variable reliability is 
one factor in the performance appraisal system that 
has not been able to provide job satisfaction. This 
can be explained through several things, employees 
feel reward or punishment miss promotion 
promotion, increase salary levels are often not based 
on performance appraisal results; so that employees 
feel the performance appraisal is not done or 
executed as promised. Or the company is often late 
in doing performance appraisal which will then slow 
down the promotion process or a raise. 
Communication variables also gained a significant 
influence in affecting job satisfaction, which means 
communication in the performance appraisal system 
is one factor that has not been able to provide job 

satisfaction. This can be explained by several things; 
the company has not really explained well the 
performance appraisal system. The company also 
rarely discusses the employee'sappraisal system that 
has not been able to provide job satisfaction. This 
can be explained through several things, employees 
feel reward or punishment miss promotion 
promotion, increase salary levels are often not based 
on performance appraisal results; so that employees 
feel the performance appraisal is not done or 
executed as promised. Or the company is often late 
in doing performance appraisal which will then slow 
down the promotion process or a raise. 
Communication variables also gained a significant 
influence in affecting job satisfaction, which means 
communication in the performance appraisal system 
is one factor that has not been able to provide job 
satisfaction. This can be explained by several things; 
the company has not really explained well the 
performance appraisal system. The company also 
rarely discusses the employee's next performance 
plan after the performance appraisal. Employees 
expect performance planning together with the 
company. Competence variables, although partially 
ineffective in affecting job satisfaction but together 
with other variables have an influence on 
satisfaction. Officers who carry out assessment in 
the eyes of employees is quite strong and skilled and 
have sufficient knowledge; but it is not a major 
factor that gives a sense of satisfaction. Credibility 
variables are also partially ineffective in influencing 
job satisfaction, but together with other variables 
have an influence on satisfaction. The courteous, 
honest and respectful examiner is the capital to be an 
appraiser that pleases employees; but it is not 
enough if it does not get a reliable and well-
understood performance appraisal system. 

6 CONCLUSIONS 

Conclusion Based on the discussion, the following 
conclusions can be drawn: 
 
1. Reliability factor has a positive and significant 

effect on employee job satisfaction related to 
the application of performance appraisal system. 
This is based on the following results: 
a. Reward and punishment done by the 

company is not always based on the result 
of performance appraisal. 

b. Reliability factor has a positive and 
significant effect on employee job 
satisfaction related to the application of 
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performance appraisal system. This is 
based on the following results: 

2. Communication factors have a positive and 
significant impact on job satisfaction related to 
the implementation of performance appraisal 
system. This is based on the following results: 
a. The company has not really explained the 

performance appraisal system to employees 
well. 

b. Performance appraisal has not been done 
on a regular basis and not on time. 
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Abstract: Indonesia's external debt increases in the year 1998-2017 has been a huge debt burden for the country of 
Indonesia. This aims of this study is to analyze the influence of gross domestic product (GDP), the budget 
deficit, exchange rate, inflation and interest rates on Indonesia’a external debt. Analysis of the data in this 
study was using an error correction model (ECM). The results showed that in the short-term GDP, inflation, 
and interest rates have a positive influence on Indonesia's external debt. While the budget deficit ofand the 
exchange rate had a negative effect on Indonesia's external debt. In the long-term GDP, inflation have a 
positive influence on Indonesia's external debt. While budget deficits, exchange rates and interest rates have 
a negative effect on Indonesia's external debt. The coefficient of determination of 94.4 percent indicated that 
the GDP, budget deficit, exchange rate, inflation and interest rates have a very big influence on Indonesia’ 
external debts. 

1 INTRODUCTION 

In general, the developing countries needs the debt 
that sourced from overseas to cover the gap between 
domestic savings and investment requirements. The 
need for investment funds should be financed by 
funds from domestic sources. But because of limited 
funds from the domestic sources, so the external 
debt to be an alternative of government to cover the 
shortage of domestic savings. 

The Increase of Indonesia's external debt 
indicating that Indonesia has a dependency in terms 
of funding sources from abroad. When the position 
of dependence on foreign capital grew, the greater 
risks will be faced by the global economy system. In 
addition, there draining of State Budget Revenue 
and Expenditure for the payment of principal and 
interest debt installments that would directly impact 
on  reduced of budget portion to finance the other 
important sectors. 

The international dependency model 
(dependency theory) views developing countries as 
victims of the rigidity of institutions, politics, and 
economics both domestically and internationally and 
trapped in a set of dependencies and domination by 
rich countries (Todaro, 2011). The theory postulates 
that the best way chosen by the developing countries 

are as slight as possible to depend on the developed 
countries in terms of external debt. We recommend 
to implementing development policy funding 
sources of domestic. 

In the three-gap model theory, external debt is 
used by a country to finance the current account 
deficit, budget deficit, the gap of savings and 
investment, debt payments, reserves the monetary 
authorities and capital requirements and also the 
short-term capital flow movements such as capital 
flight (Basri, 2002). 

 

 
Figure 1: Development of Indonesia’ External debt. 
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Table 1: External debt, GDP, Budget Deficit, 
Exchange Rate, Inflation, Interest Rates in 2008-

2017 

 
Source: Badan Pusat Statistik and Bank Indonesia 

 
Indonesia's external debt total from the year 2008 in 
the amount of USD 155.0806 billion continue to rise 
until 2017 reached USD 325 250 billion. This is due 
to the state budget condition, which continues to 
widening deficits, inflation and rupiah continues to 
depreciate. Another factors were low exports and the 
reduced of  tax revenues or domestic income, so the 
government covers the deficit with external debt. 
Without it, the budget will not be sufficient for 
development financing that has been prepared in 
State Budget Revenue and Expenditure. 

There were several factors that cause increased 
external debt, including national income, budget 
deficits, exchange rates, inflation, and interest rates. 

According to the table 1, GDP in Indonesia has 
fluctuated and in several years, the increase of GDP 
followed by the increase of external debt. This is 
suitable with the research that has been conducted 
by (Alin, 2015)  that an increase in GDP will 
increase the portion of external debt in the European 
Union and Romania. But it is not suitable with the 
monetarist theory which states that the GDP had a 
negative effect on the external debt. 

In 2008-2017 Indonesia tend to widening deficit 
and this is also followed by an increase in external 
debt. Meanwhile, according to the theory of three-
gap model of thatexternal debt required by a country 
to finance the government budget deficit. The results 
of research which had been conducted by 
(Abdullahi, Bakar, & Hassan, 2015) found that the 
budget deficit has a negative and significant effect in 
the short and long- term on Nigeria’ external debts. 

Based on the long-term trend that Indonesia's 
exchange rate tends to increase (depreciation). But if 
seen in the short-term trend is the increase in the 
exchange rate has not been followed by an increase 
in external debt. According to the Keynesian theory 
that when a country's currency has increased 
(depreciation) it will reduce external debt. It is not 
appropriate to the research conducted by 
(Tambunan, 2008) that the exchange rates affect 
positively on external debt. 

Inflation in Indonesia tend to fluctuate every 
year. In several years, the inflation and external debt 
shows the trade-offs. This is not in appropriate with 
the Keynesian theory that when inflation rises, the 
government will adopt the policies to increase the 
funds sourced from  abroad as a result of an increase 
in imports. Research conducted by (Zakaria, 2012) 
found a relationship between inflation and external 
debt is positive.  

The decline in interest rates seen in the years 
2008-2017 with long-term trends but tend to 
fluctuate. There were a few years when interest rates 
increase followed by an increase in external debt. 
This is not in accordance with the opinion of Keynes 
that relations with the interest rate of external debt 
reverse. (Rosalina, 2018) also found that the interest 
rate has a negative effect on external debts. 

Based on the difference the results of previous 
studies and existing theories, this study examines 
how much the influence of the independent variable 
on the dependent variable in the short and long-term. 
This study aimed to analyze the effect of the Gross 
Domestic Product (GDP), the budget deficit (BD), 
the exchange rate (ER), inflation (INF), and interest 
rates (IR) of the external debt (ED) in Indonesia in 
the short and long-term. 

2 THEORETICAL FRAMEWORK 

2.1 External Debt 

External debt is foreign aid given by governments of 
developing countries or international agencies 
specifically set up to provide loans to the obligation 
to repay the loan and pay interest (Zulkarnain, 
1996). 

World Bank formulates that the debt conditions 
to GDP safe ratio is 21 percent - 49 percent, while 
the IMF set a safe limit of debt between 26 percent - 
58 percent. Refers to the ratio of debt to GDP, the 
debt to GDP ratio is said tobe safe if it is under 60 
percent (as stipulated in article 12 paragraph 3 of 
Law No. 17/2003). Based on data obtained from the 
Central Bureau of Statistics that the ratio of external 
debt to GDP of Indonesia in 2017 is still safe at 
34.68 percent. 

There are several theories that explain the 
external debt of which three gap model of theory, 
macroeconomic theory - the conventional approach, 
the theory of dependency. Harrod Domar theory, the 
Debt Laffer Curve Theory, the monetarist theory and 
Keynesian theory. 
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2.2 Gross Domestic Product 

National income of a country can be measured by 
the cumulative growth rate of Gross Domestic 
Product (GDP). According to Central Bureau of 
Statistics, GDP is the sum of the value added 
generated by all business units within a country. 

According to the Monetarists theory that the 
increased of GDP will encourage increased exports, 
this will lead to a surplus in the current account so 
that the government will adopt policies to reduce the 
external debt of Indonesia (Anisa, 2017) . So that the 
relationship between GDP and external debt is 
negative. 

2.3 Budget Deficit 

The budget deficit is the difference between state 
income and expenditure in the same fiscal year. 
According to the three gap model theory obtained 
from the national income identity equation in terms 
of expenditure and income states that in addition to 
financing the current account deficit, a country's 
external debt is also needed to finance the 
government's budget deficit. 

According (Harahap, 2007) that if a country's 
budget deficit gets bigger, the government will 
implement a policy to increase the amount of 
external debt to finance investment needs. So that 
the budget deficit had a positive influence on the 
external debt. 

2.4 Exchange Rate 

The exchange rate is the exchange of two different 
currencies, which is a comparison of the price or 
value of the two currencies (Triyono, 2008). 
Keynesian theory states that when a country's 
currency has increased (depreciation) against other 
currencies, so that the goods produced by that 
country in abroad becomes cheaper and conversely 
the foreign goods in that country is becoming more 
expensive. It will lead to an increase in exports 
resulting in a surplus in the current account. 
Therefore external debt to be reduced. So that the 
exchange rate had a negative effect on the external 
debt. 

2.5 Inflation 

Inflation is the tendency of rising prices in general 
and continuously (Boediono, 1985). In Keynesian 
theory whereby when inflation increases, imports 
will increase. This is because the domestic 

consumers would buy a lot of goods from abroad as 
a result of high domestic prices due to inflation. 
Furthermore, when the value of imports is higher, it 
will cause the current account deficit so that the 
government will increase funds sourced from 
overseas. So that the relationship between inflation 
and external debt is positive. 

2.6 Interest Rate 

The interest rate is the cost to be paid by the 
borrower on the loan capital or use of some of 
money to the lender of capital (Mankiw, 2006). 
Interest rates in relation to the external debt 
according to Keynesian explain that when interest 
rates increase, it will encourage a decline in 
investment in the country so that it can affect the 
decline in aggregate income. This will lead to a 
decrease in import capabilities. If the import value is 
lower than the export value, it will cause a surplus in 
the current account so that it will reduce external 
debt. It is accordance with  the Keynesian theory 
that interest rates have a negative influence on 
external debt. 

Based on theory and previous research that has 
been described above, then the hypothesis in this 
study is the GDP, exchange rates and interest rates 
in the short and long-term have a positive  influence 
on external debt, while the budget deficit, and 
inflation in the short and long-term have the positive 
influence on external debt. 

3 RESEARCH METHOD 

Data used in this research is secondary data time 
series in 1998-2017. The data collection was done 
by using the documentation technique. In this 
research the collected data is external debt, GDP, the 
budget deficit, exchange rate, inflation, and interest 
rates published by the Badan Pusat Statistik and 
Bank Indonesia. 

Estimates Model used in this study is a model 
equation Error Correction Model (ECM) to estimate 
the relationship of short-term and long-term the 
variables of GDP, the budget deficit, exchange rate, 
inflation and interest rates on Indonesia’s external. 
Before estimating the model, first perform data 
analysis such as testing unit root tests Augmented 
Dickey Fuller (ADF), test the degree of integration, 
the determination of lag length optimal, using the 
Akaike Information Criterion (AIC), Schwarz 
Information Criterion (SIC), and likelihood Ratio 
(LR), Engle Granger cointegration test. Further done 
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the testing of the econometric assumptions such as k 
normality, multicollinearity and autocorrelation. 
This study uses Eviews 9 software to analyse the 
data. 

4 RESULTS 

4.1 Test of Stationarity 

Stationary test was used to observe whether a 
particular coefficient of autoregressive models was 
estimated to have a value of one or not. A variable is 
said to be stationary if the average value, variance 
and covariance always constant at any point of time. 
If the results of the test roots of a data unit obtained 
some or all of the data is not stationary at the current 
level, it is necessary to test the degree of integration 
in the first difference and the second difference. 

Based on table 2, the unit root test level test has 
four variables that are not stationary so that the unit 
root test first level carried out and there is one 
variable is not stationary namely external debt.   
Furthermore, conducted the test of unit root test 
second difference, it was found that all research 
variables had the same stationary level with the ADF 
value greater than the critical value at α = 5%. 

4.2 Test Long-Legth Optimal Lag 

Long Lag Test (Determination of Optimal Lag) is 
the amount of lag which is gives the significant 
effect or response. From the test results obtained the 
highest number of stars that are in the lag 1. Hence 
lag (inaction) which is used to test the Engle-
Granger cointegration done by using a long lag = 1. 

 
Table 2: Results of Unit Root Test Augmented 

Dickey Fuller 

 
Source: Eviews 9 (processed) 

 
Table 3: Results-Length Determination of Optimal 

Lag 

 
Source: Eviews 9 (processed) 
 

Table 4: Results of Engle-Granger Cointegration 

 
Source: Eviews 9 (processed) 

 

4.3 Cointegration Test 

Cointegration test is a test that is performed to 
determine whether there is a balance in the long term 
on the model chosen and established. In this study 
the cointegration test was done by using method of 
Engle Granger (EG). ADF statistic value of -
2.218387 > -1.960171 and probability value of 
0.0290 < 0.05. So that there was cointegration 
between regression results variables between the 
gross domestic product, budget deficits, exchange 
rates, inflation and interest rates on external debts. 
This indicates that the variable is said to be long-run 
equilibrium condition, so that the regression results 
are cointegrated regression. 

4.4 Assumptions Econometrics Testing 

A research theoretically produce the exact value of 
estimators parameter when it meets the assumptions 
detection of econometrics, they are normality test, 
multicollinearity and autocorrelation. 

4.4.1 Normality Test 

Data Normality Test is done to see whether the data 
were normally distributed or not. In this study, the 
test for normality using the Jarque-Bera test. Based 
on estimates on Table 4, the data value JB statistical 
probability of 0.423766 > α = 5% (0.05). Thus, it 
can be concluded that the data used in the model 
ECM is normal distribution. 

4.4.2 Multicollinearity Test 

Multikolonearitas test in this study was done by 
looking at the value of tolerance and the value of 
Variance Inflating Factor (VIF). Based on Table 5 
the Value tolerance > 0.10 or VIF <10, it can be 
concluded that the multikolinearitas is not happen. 

4.4.3 Autocorrelation Test 

The Autocorrelation testing by using LM methods 
need to determine the lag. Based on Table 6 the 
calculation results obtained value Obs * R-squared 
of 8.273345 with probability 0.1060. From these 
values illustrates that the probability value is greater 
than α = 5%. It can be conclude that H0 rejected and 
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H1 accepted it is indicates that there is no 
autocorrelation in the model. 
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Figure 2: Normality Test 

 
Table 5: The Results of Multicollinearity Test 

 

Variable 
Coefficient 
Variance 

Uncentered 
VIF 

Centered
VIF 

C 3.388294 4056.921 NA 

LNGDP 0.002893 11.38971 3.352729

LNBD 0.000238 4.844887 1.716412

LNEF 0.040141 4080.061 1.524497

LNINF 0.007839 46.42314 4.097321

LNIR 0.014744 88.08453 1.447129

Source: Eviews 9 (processed) 
 

Table 6: The Results of Autocorrelation Test 
 

F-statistic 
Obs * R-

squared 
Prob. F 

Prob.  
Chi-Square 

2.586893 8.273345 0.1060 0.0407 

Source: Eviews 9 (processed) 
 
 
 
 
 
 
 
 
 

Table 7: Results of Estimation of ECM Engle 
Granger 

 

Variable Coefficient 
T-

Statistic 
Prob. 

C   1.877821 
  

3.426659 0.0110 

D (LNGDP) 
  0.011038 

  
0.170868 0.8692 

D (LNBD) - 0.004576 
- 

1.234070 0.2570 

D (LNER) - 0.373992 
- 

3.563008 0.0092 

D (LNINF)   0.013044 
  

0.713105 0.4989 

D (LNIN)   0.012629 
  

0.263113 0.8000 

LNGDP (-1)   0.074769 
  

1.609382 0.1516 

LNBD (-1) - 0.020668 
- 

5.215808 0.0012 

LNER (-1) - 0.187067 
- 

3.539204 0.0095 

LNINF (-1)   0.066913 
  

2.287816 0.0560 

LNIR (-1) - 0.191336 
- 

5.200300 0.0013 

ECT (-1) - 0.176742 
- 

2.669528 0.0320 

R-squared 0.944058 

Adjusted R-squared 0.856150 

F-statistic     10.739130 

Prob (F-statistic) 0.002247 
Source: Eviews 9 (processed) 

4.5 ECM Estimation Model 

Analysis of the data used in this study is a model 
equation Error Correction Model (ECM) to estimate 
the relationship of short-term and long-term between 
the variables of GDP, the budget deficit, exchange 
rate, inflation and interest rates on Indonesia’a 
external debt. 

ECM approach used in this study is the approach 
of Error Correction Model of Engle Granger. 
According to this approach, the ECM model is valid 
if the sign coefficient of ECT is negative and 
statistically significant. 

Based on the results in table 7, Engle Granger 
Error Correction Model obtained coefficient value is 
negative and significant (probability value < the 
absolute value of critical value for α = 0.05), which 
is the value of the coefficient of ECT (Error 
Correction Term) of -0.176742 and the probability 
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of 0.0320 < 0.05. So the value of ECT coefficient is 
negative and statistically significant. It is indicates 
that specification model ECM Engle-Granger used 
in this study is valid (proper / appropriate). 

 ECM model equations Engle Granger short-term 
and long-term as follows: 
d (lnuln) =   1.877821 + 0.011038 d (lngdp) - 

0.004576 d (lnbd) - 0.373992 d (lner) + 
0.013044 d (lninf) - 0.012629 d (lnir) + 
lngdp 0.074769 (-1) - 0.0206681lnbd (-
1) - 0.187067 lner (-1) + 0.066913 lninf 
(-1) - 0.191336 lnir (-1)- 0.176742 ECT. 

4.6 Hypothesis Testing Results 

4.6.1 The Results of t-test 

Partial test results are shown in table 7. Through t-
test with a significant level of alpha 5 percent. In the 
short term the value of t-statistic and probability of 
each variable is the variable GDP by t-statistic = 
0.170868 (prob = 0.8692) and no significant positive 
effect on Indonesia’a external debt, the budget 
deficit with a t-statistic = -1.234070 (prob = 0.2570) 
have negative effect and no significant on 
Indonesia’a external debt, the exchange rate with the 
t-statistic = -3.563008 (prob = 0.0092) negatively 
affect and significant on Indonesia’a external debt. 
Inflation with t-statistic = 0.713105 (prob = 0.4989) 
positively affect and no significant on Indonesia’a 
external debt, and the interest rate with the t-statistic 
0.263113 (prob = 0.8000) positively affect and no 
significant on Indonesia’a external debt. 

In the long term value of t-statistic and 
probability of each variable is the variable GDP by t-
statistic = 1.609382 (prob = 0.1516) positively affect 
and not  significant on Indonesia’a external debt, the 
budget deficit with a t-statistic = -5.215808 (prob = 
0.0012) negatively affect and significant on 
Indonesia’a external debt, the exchange rate with the 
t-statistic =-3.539204 (prob. 0.0095) negatively 
affect and significant on Indonesia’a external debt, 
inflation with t-statistic =2.287816 (Prob = 0.0560) 
negatively affect and significant on Indonesia’a 
external debt, and the interest rate with the t-statistic 
-5.200300 (prob =0.0013) negatively affect and 
significant on Indonesia’a external debt. 

4.6.2 F Test Results 

Based on estimates in table 7, that in short-term and 
long-term estimation results can be seen that the 
value of the F-statistic of 10.73913 with a statistical 
probability of 0.002247 smaller than α = 0.05 

indicates that together (simultaneous test) all the 
independent variables namely the gross domestic 
product, the budget deficit, the value of exchange 
rates, inflation and interest rates have an impact on 
Indonesia’a external debt. 

4.6.3 R2 Test Results 

The coefficient of determination (Rsquare) in the 
short term and long term that is 0.944058, or 94.4 
percent, so that variations of the gross domestic 
product, budget deficits, exchange rates, inflation 
and interest rates in the short term and long term is 
94.4 percent affect to Indonesia’a external debt. 
While the remaining 5.6 percent is explained by 
variables outside the model (not examined). 

4.7 Discussion 

4.7.1 The Effect of GDP on External Debt 

From the estimation is known that the gross 
domestic product in the short term and the long term 
have a positive effect and no significant at α = 0.05 
with respective probabilities of 0.8692 and 0.1516. 
This means that in the short term and the long-term 
gross domestic product was not able to influence the 
Indonesia’a external debt, which is indicated by the 
insignificant variables GDP (lngdp) on Indonesia’a 
external debt. 

The effect which are not significant because in 
short-term and long-term, the improvement of 
Indonesia's gross domestic product has not been 
significant enough to encourage a decrease in 
external debt. National income in Indonesia is still 
low, so it has not been able to reduce external debt. 
The policy of increasing external debt by the 
government is channeling these funds to the 
construction of infrastructure facilities and 
stabilizing the economy in Indonesia which is 
classified as a developing country. Indonesia still 
has a dependency to other countries and because of 
the large external debt, Indonesia not only pays the 
principal debt repayments but also pay interest on 
the debt is so large. 

The results are consistent with research 
conducted by (Wibowo, 2012) that the GDP had a 
positive effect and no significant effect on 
Indonesia’a external debt. 

4.7.2 The Effect of Budget Deficit on External 
Debt 

Based on the estimates found that the budget deficit 
variable in the short-term has a negative effect and 
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no significant at α = 0.05 with a probability of 
0.2570. It means that the budget deficit in the short-
term have a negative influence but does not have a 
significant impact on Indonesia’a external debt. 

The budget deficit variable shows a negative but 
not significant relationship. It is indicate that the 
budget deficit of a country means there is a 
reduction in the budget to finance the and the 
Indonesian economy so that additional funds is 
needed. External debt is one that is used as an 
alternative source of financing development funding 
by the government. But in the short-term, when the 
budget is deficit, the government needs funds 
relatively quickly so that the required funds are not 
necessarily derived from external debt, but can also 
be sourced from domestic funding as by issuing 
State Debt Securities (obligation). 

The government also each year continues to 
increase state revenue through increased tax 
revenues and make savings on the expenditure side 
as subsidy spending and reducing program spending 
unproductive and inefficient that do not support the 
growth of the real sector. Thus, in the short-term 
budget deficits increased no significantly affect the 
external debt. The results are consistent with 
research conducted by (Saputro & Soelistyo, 2017), 
where the budget deficit does no significantly 
influence Indonesia’a external debt. 

Furthermore, based on the results of the 
estimation is known that variable budget deficit in 
the long term have a negative and significant impact 
at α = 0.05 with a probability of 0.0012. This means 
that in the long-term budget deficits have a negative 
influence and significant influence on Indonesia's 
external debt. The decline in the budget deficit is not 
accompanied by a reduction in Indonesia’a external 
debt. Just when the budget deficit has decreased but 
the external debt has increased. This is because in 
the long-term internal funding sources Indonesia still 
not sufficient to meet the investment needs in 
Indonesia so that Indonesia still has a dependence on 
external debt. 

Research conducted by (Abdullahi et al., 2015)  
found that the budget deficit had a negative effect in 
the long term on external debts in Nigeria. 

4.7.3 The Effect of Exchange Rates on External 
Debt 

Based on estimates found that the variable exchange 
rate in the short term and the long term have a 
negative and significant impact at α = 0.05 with their 
respective probabilities of 0.0092 and 0.0095. This 
means that in the short term and the long term affect 

the exchange rate of Indonesia’a external debt as 
indicated by significant exchange rate variable 
(lnkurs) on Indonesia’a external debt. 

According to Keynesian theory, when a country's 
currency has increased (depreciation) against other 
currencies, the goods produced by the country 
abroad becomes cheaper and goods abroad in the 
country is becoming more expensive (assuming 
domestic prices constant in both countries). This will 
lead to an increase in exports resulting in a surplus 
in the current account. Therefore external debt to be 
reduced. If the exchange rate to depreciate the 
government would take a policy to reduce external 
debt in the long term or the next year because it has 
more funds for developing, investing able to finance 
other government spending. 

Likewise, when a country's currency has 
decreased (appreciation) against other currencies, 
the goods produced by the country abroad become 
more expensive and goods abroad becomes cheaper 
(assuming domestic prices constant in both 
countries). This will lead to a reduction in exports 
and increased imports. Increased imports will lead to 
a reduction in the current account deficit so. 
Therefore external debt will increase. 

Thus the exchange rate had a negative effect on 
Indonesia's external debt. According (Manuhutu, 
2010), due to the depreciation of the domestic 
exchange rate against foreign currencies will 
increase the burden of foreign loans so that more and 
more depressed domestic exchange rate, the number 
of foreign loans is high. Results of the study 
according to the study carried out by (Setiawan, 
Indira & Paundralingga, 2007) that the exchange 
rate had a negative effect and signifikan on external 
debts in the long term 

Other studies support that (Cain, Thaxter, 
Thomas, Thomas, & Walker, 2013), in which the 
long-term role in the exchange rate is inversely 
related to the external debt. Changes in a country's 
exchange rate affects the size of the external debt. 

4.7.4 The Effect of Inflation on External Debt 

Based on the estimates found that the variable 
inflation in the short term has a positive effect and 
no significant at α = 0.05 with a probability of 
0.4989. This means that in the short term the 
variable inflation have a positive influence but does 
not have a significant impact on Indonesia’a external 
debt. The results of this study are consistent with the 
research conducted by (Ningrum, 2018), which 
found that inflation has a positive and not significant 
influence on Indonesia’a external debt. 
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The insignificant effect of inflation on external 
debt due to rising/falling inflation cannot 
significantly affect Indonesia's external debt. 
Because if there is inflation, the government does 
not directly take the policy of raising external debt, 
and conversely when there is deflation, the 
government does not directly reduce external debt. 
But when inflation occurs, the government carries 
out other policies such as conducting monetary 
policy by means of Bank Indonesia to reduce the 
money supply by raising interest rates. 

Furthermore, based on the estimation results it is 
known that variable inflation in the long term has a 
effect positive and significant at α = 0.05 with a 
probability of 0.0560. This means that in the long 
term the variable inflation can influence Indonesia’a 
external debt as indicated by the significant variable 
inflation (lninf) on Indonesia’a external debt. 

The positive relationship of inflation to external 
debt in accordance with domestic theory and 
imported inflation states that when a country 
experiences inflation it will cause the price of 
domestic goods to be relatively more expensive than 
the price of imported goods. Domestic products are 
difficult to compete with imported products. This 
will cause the export value to be smaller than 
imports, resulting in a deficit in the current account 
which will further increase external debt. So that 
inflation has a positive influence on external debt. 

The same theory is also explained in Keynesian 
theory where when inflation increases, imports will 
increase. This is because domestic consumers will 
buy a lot of goods from abroad as a result of high 
domestic prices due to inflation. Furthermore, when 
the import value is higher, it will cause the current 
account deficit to add funds sourced from abroad. 
The results of this study are consistent with the 
research conducted by (Zakaria, 2012), and (Kwon, 
Mcfarlane, & Robinson, 2009), where the 
relationship between inflation and external debt is 
positive. 

4.7.5 The Effect of Interest Rates on External 
Debt 

Based on estimates found that the variable interest 
rate in the short term has a positive effect and no 
significantat α = 0.05 with a probability of 0.8000. 
This means that interest rate have a positive 
influence but does not have a significant impact on 
the Indonesia’a external debt. 

No significant influence of interest rates on 
external debts because interest rates can not affect 
Indonesia's external debt significantly. The 

Government will continue to raise external debt 
despite its benchmark interest rate in Indonesia has 
increased/decreased. Due to the short-term external 
debt used by the government for spending on 
structural and sectoral fields such as health, 
education and infrastructure. The results are 
consistent with research conducted by (Wibowo, 
2012) that the GDP had a positive effect and no 
significant effect on Indonesia’a external debt. 

Furthermore, based on the estimation results 
found that the variable interest rate in the long run 
have a negative effect dansignifikan at α = 0.05 with 
a probability of 0.0013.  This means that in the long-
term interest rates affect Indonesia's external debt as 
indicated by significant variable interest rate (lnsb) 
on Indonesia’a external debt. 

This result is consistent with that proposed by 
Sukirno (2002), that the investment will be made by 
investors in accordance and in line with theories that 
there is such a classical theory and keynes that the 
theory is that if the interest rate is greater than the 
rate of return on capital, the planned investment is 
not profitable, so the investment will not be made by 
the investor. 

Keynesian theory explains that when interest 
rates rise, then to a decrease in investment in the 
country so as to affect the decline in aggregate 
opinion. This will lead to a decrease in import 
capabilities. If the import value is lower than the 
value of exports will lead to a surplus in the current 
account that will reduce external debt. Therefore, 
according to the Keynesian theory that interest rates 
have a negative influence on external debt. 

The results are consistent with research 
conducted by Rosalina (2018), where variable 
interest rates have a negative effect on the external 
debt. 

5 CONCLUSION 

In the short-term there is 1 (one) a significant 
variable that is the exchange rate, while in the long -
term there are four (4) significant variables that 
budget deficits, exchange rates, inflation and interest 
rates. Other independent variables in the short term 
variables such as GDP, inflation and interest rates 
have a positive impact and no significant effect on 
Indonesia's external debt and budget deficit variables 
have a negative impact and no significant effect on 
Indonesia’a external debt. While in the long term 
variable GDP had a positive effect and no significant 
effect on Indonesia’a external debt. 
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The coefficient of determination (R2) on the 
results of model estimation Engle Granger Error 
Correction Model can be explained that the variation 
of the external debt variable (Y) in the short term 
and long term able to be explained by variables that 
is equal to 0.944058, or by 94.4 percent, thus in the 
short term and long term variations that amounted to 
94.4 percent of gross domestic product, budget 
deficits, exchange rates, inflation and interest rates. 
While the remaining 5.6 percent is explained by 
variables outside the model (not examined). 

There are some suggestions that can be used as a 
recommendation, including for Bank Indonesia and 
the Government to adopt policies to maintain 
inflation stability, interest rates and the rupiah 
exchange rate so as to encourage an increase in 
national income and reduce external debt. Further 
restricting the import of goods from other countries 
and maximize the results from the source country of 
Indonesia. This will increase exports so that there is 
a surplus in the current account. Then reduce 
dependence on external debt by means of further 
enhancing the country's national income from taxes 
and natural resources and human resources of 
Indonesia. And to further research needs to examine 
this further research using different approaches. 
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Abstract: The Indonesian Syariah Stock Index (ISSI) is an indicator that can be used by investors to know the 
movements of the sharia stock market. This research aims to analyze the effect of the Indonesian Syariah 
Stock Index (ISSI) on the Indonesian Stock Exchange (IDX). The analysis uses equations by the method of 
Error Correction Model (ECM). This study analyzed the relationship between the dependent and independent 
variables in both the short term and long term. Estimation results show that in the long term and the short 
term, the variable amount of the inflation was a positif and significant in the short term but not significant in 
the long term affect the Indonesian Syariah Stock Index (ISSI). The variable amount of the BI rate and 
exchange rate was a negative and significant in the short term but not significant in the long term affect the 
Indonesian Syariah Stock Index (ISSI). These results show that inflation, BI rate and exchange rate was 
significant in the short term affect the Indonesian Syariah Stock Index (ISSI) on the Indonesian Stock 
Exchange (IDX). 

 
 
 

1 INTRODUCTION 

The capital market has a very important role in the 
economic development of a country, because with 
increasing capital gathered in an economy will be 
able to raise national income and employment for 
the economy will be able to raise national income 
and employment for the economy. Thus, the capital 
market is one of the means that are effective in 
moving the Community Fund for the next 
transmitted on productive activities. In Indonesia, 
the capital markets use the term stock exchanges. 
Where, the capital market is a meeting between 
parties that have excess funds with parties which 
needs the funds by way of trade in securities. Capital 
markets could also be interpreted as a market to 
trade in securities that generally have aged more 
than one year as stocks and bonds. While the place 
where happened and selling securities called 
Exchange. Therefore, the stock exchange is the 
meaning of physical capital markets.  

Sharia capital market in Indonesia is getting 
lively with the birth of Indonesian Syariah Stock 
Index (ISSI) issued by the Bapepam-LK and the 
Board of the National Assembly of the Islamic 
Ulama Indonesia (DSN-MUI) on May 12, 2011. 

ISSI is an Islamic stock index that comprises all 
shares listed in the Indonesia stock exchange and is 
joined on the list of effects. 

According to Syahrir (1995:81) to be able to 
answer whether the stock market will continue to 
grow on an ongoing basis then the most important 
factors determining depends on two things, namely 
the condition of macro economy Indonesia and 
political stability nationwide. So the development of 
Islamic stock index was also influenced by several 
macro-economic and monetary factors such as Bank 
Indonesia Certificate interest rate, inflation, 
exchange rates and other internal factors such as the 
condition of the national economy, the conditions 
politics, security, Government policy, and others.   

The development of Indonesian Syariah Stock 
Index (ISSI) in Indonesia stock exchange (idx) for 
kurum time 2015 – 2017 fluctuating progression. In 
the year 2015, Indonesian Syariah Stock Index 
(ISSI) experienced a growing increase in i.e. from 
January 2015 until March 2015. With 
katipitalisasinya Rp 2,997,601.71 (Billion) to reach 
Rp 3,068,467.89 (billion) or experienced an increase 
of 1.69%. But the following month decreased by 
7.47%. The decline of Indonesian Syariah Stock 
Index (ISSI) going to the Moon and back in 
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Spetember increased until the end of December 
2015. 

Of the curve below can be known that ISSI from 
January 2015 until December 2017 experiencing 
fluctuations in each period features. On average in 
the period of observation, i.e. Rp. ISSI value 
3,069,621.312. The value of the highest ISSI 
occurred in December 2017 i.e. Rp 3,704,543.09, 
while the lowest values of ISSI occurs in September 
2015 i.e. Rp 2,449,104.28. High low ISSI can reflect 
the development of Sharia capital market in 
Indonesia. 

 

 
Figure 1: The development of Indonesian Syariah 

Stock Index 2015-2017 
 

Based on the classical view that the main 
factors affecting inflation is the money supply and 
credit. View of keynes then add some variables such 
as interest rates, government spending and 
investment (Ackley,1983:543).  
 
Table 1: The Development of Indonesian Syariah 
Stock Index (ISSI), Inflation BI Rate, Exchange 
Rate (Kurs)  in Indonesia 

 

Month of 
Year 

Capitalisasion 
ISSI 

(Milyar) 
Inf 

BI 
Rate 

Kurs 

January 
2015 2997601 6.96 7.75 12672 
February 
2015 3045813 6.29 7.5 12932 

Maret 2015 3068468 6.38 7.5 13074 

April 2015 2852498 6.79 7.5 12963 

May 2015 2960219 7.15 7.5 13224 

June 2015 2863814 7.26 7.5 13339 

July 2015 2813505 7.26 7.5 13539 

Agust 2015 2591624 7.18 7.5 14067 
September 
2015 2449104 6.83 7.5 14653 

Oktober 
2015 2576748 6.25 7.5 13684 
November 
2015 2556257 4.89 7.5 13847 
Desember 
2015 2600851 3.35 7.5 13788 
January 
2016 2598203 4.14 7.25 13788 
February 
2016 2689933 4.42 7 13375 

Maret 2016 2796013 4.45 6.75 13329 

April 2016 2824409 3.6 6.75 13180 

May 2016 2804579 3.33 6.75 13648 

June 2016 3029644 3.45 6.5 13210 

July 2016 3172188 3.21 6.5 13112 

Agust 2016 3263157 2.79 5.25 13270 
September 
2016 3256322 3.07 5 13042 
October 
2016 3127302 3.31 4.75 13048 
November 
2016 3291469 3.58 4.75 13555 
December 
2016 3175053 3.02 4.75 13473 
January 
2017 3168780 3.49 4.75 13369 
February 
2017 3214256 3.83 4.75 13336 

Maret 2017 3323611 3.61 4.75 13322 

April 2017 3402986 4.17 4.75 13329 

May 2017 3378520 4.33 4.75 13323 

June 2017 3491395 4.37 4.75 13348 

July 2017 3477373 3.88 4.75 13325 

Agus 2017 3506954 3.82 4.5 13342 
September 
2017 3478918 3.72 4.25 13472 
October 
2017 3526648 3.58 4.25 13563 
November 
2017 3427607 3.3 4.08 13526 
December 
2017 3704543 3.61 3.96 13555 

Source: Central Bureau of Statistics (BPS), Bank 
Indonesia  

Inflation in January 2015 experience 
increased until July 2015 up to 0.93%. Then the 
following month until November 2015 decline. The 
development of the fluctuating inflation happen until 
2017.  

According to Mankiw (2005:157) the interest 
rate is the price of connecting the present and future 
and constitutes an important variable between 
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macroeconomic variables. Or the market price of 
transferring resources past and future or is the result 
of savings and the cost of borrowing (Mankiw, 
2005:494). 

The development of the BI interest rate (BI Rate) 
by the year 2015 on the 7.5 range experience. BI 
interest rate (BI Rate) experienced a significant 
decline until 2017 December. 

The movement of the exchange rate of the rupiah 
(exchange rate) from January to December 2015 
2017 experienced trends that tend to rise with the 
volatility is very high, this is a reflection of the 
condition of the economy of the country. Over time, 
from January 2016 rupiah exchange rate of Rp 
13.788/dollar. But entered February until the middle 
of March, the exchange rate of the rupiah gradually 
experience the appreciation. However, until 
December, school effects Trump, the rupiah 
exchange rate experience depreiasi 1.8 percent. The 
rupiah has been pushed back to positive sentiment 
and strengthened through December 2016 rupiah 
exchange rate of Rp 13.743/dollar. The exchange 
rate of the rupiah tends to be stable through the year 
2017. 

In fact the company's share price is determined 
by the company's prospects in the future. The share 
price is a reflection of good corporate management 
by management to create and utilize business 
prospects, so take advantage and was able to fulfill 
his responsibilities towards the owners, employees, 
community, and Government. Therefore, the ability 
to analyze the operating and financial performance 
of the company as well as its market development 
will greatly help the success of the investment in the 
capital market. Based on the berlakang setting and 
observing the State of the economy continues to 
grow, the authors are interested in conducting a 
study entitled "analysis of the factors that Affect 
Indonesian Syariah Stock Index (ISSI) in Indonesia 
stock exchange (BEI) ". 

2 THEORETICAL FRAMEWORK 

The stock is the securities described the inclusion of 
capital into a company. While in principle the 
Sharia, the inclusion of capital carried out on 
companies – companies that do not violate the 
principle – the principle of Shariah, such as the field 
of gambling, usury, prohibited items such as 
producing beer and others (Sutedi, 2011). According 
to Kurniawan (2008), the stock of Sharia is shares 
issued by a company that has the characteristics in 
accordance with the Islamic Sharia. 

Indonesian Syariah Stock Index (ISSI) is an 
indicator that can be used by investors to know the 
movement of the stock market. By looking at the 
figures of the index, then it can be known whether 
the current market movements increase or decrease 
from the previous one. The index serves as an 
indicator of market trends, that means the movement 
of an index describing market conditions at any 
given time. 

According to Tandelilin (2010), inflation is the 
trend of increased prices of products as a whole so 
that's happening a decrease in the purchasing power 
of money. Whereas Sukirno (2006) explains that 
inflation is a process of rising prices are different in 
anything the economy. Further Perspective (2000) 
and Diantoro (2010) tells us that inflation is the 
increase in the prices of goods and services in a 
specific period of time. Inflation happens when 
prices continue creeping up as a result of economic 
growth or too the amount of money circulating in the 
market. When a country is experiencing high 
inflation and increase bersifatuncertainty (uncertain) 
then the risk of investing in the asset-inflated 
asetkeuangan and keredibilitas akanmelemah 
domestic currency against global currencies. 

The interest rate is the amount of interest payable 
per unit of time is referred to as a percentage of the 
amount loaned (Samuelson and Nordhaus, 2004). 
The investment is also a function of the buga. The 
higher the interest rate, the desire of the community 
to make an investment also is getting smaller. The 
reason, an entrepreneur will increase spending on its 
investments in profits expected from the investment 
is greater than the interest rate to be paid to the 
investment fund is the cost for the use of funds (Cost 
of Capital). Lower interest rates, then employers 
would be more inclined to make investments, 
because the cost of the use of funds is also the more 
minor. According to Widoatmodjo (2007), the 
interest rate of Bank Indonesia (BI-rate) is the 
interest rate in response to changes in inflation and 
exchange rate of the rupiah as a reference to the 
banking interest rates.  

Mankiw (2006) translation Chriswan Sungkono, 
the exchange rate is the value used when someone 
exchanged the currency of a country with the 
currency of other countries. So the exchange rate is 
the USD/INR value or the price of the rupiah which 
is expressed in dollars, where the value is affected 
by supply and demand. Exchange rates will affect 
the sectors trade import export-related. Fluctuations 
in the value of the uncontrolled rate can affect the 
performance of companies listed on the stock 
market. At a time when the value of the rupiah 
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terdespresiasi United States dollars, with the price of 
imported goods become more expensive, especially 
for a company that most raw material use of 
imported products. The increase in the import of 
such materials will automatically increase the cost of 
production and in the end they would affect the rate 
of decline in corporate profits, so this will have an 
impact on the company's share price movement then 
trigger against weakening of the movement of the 
stock price index. 

3 RESEARCH METHOD 

Approach this research using a quantitative 
approach, namely by means of measuring the 
variables that are encircled by theory or a set theory 
(conceptual framework). data collection is done 
using secondary data sourced from the Central 
Bureau of statistics (BPS), the financial services 
authority (OJK), Bank Indonesia (BI) and of the 
related reading material. The data used in this 
research in the form of time series data (runtun time) 
with a span of 3 years i.e. from January 2015 until 
December 2017. 

The estimation model used in this study is the 
analysis of Error Correction Model (ECM) or 
known by the error correction model is a model that 
is used to look at the influence of long term and 
short term from each of the independent variables 
are bound against free (Satria, 2004). According to 
Sargan, Engle and Granger, error correction model is 
a technique for correcting an imbalance towards 
short term long term balance, and may explain the 
relationship between the variables bound to the free 
variables on time now and time past. This analysis is 
performed to correct imbalances in the short term 
towards the long term. This study uses statistics 
programs help E-Views of version 7. 

4 ANALYSIS 

4.1 Stationeritas Test 

The first thing to do is to examine whether the data 
is stationary or not. This Stasioneritas test needs to 
be done because a regression analysis should not be 
did when the data used is not stationary and 
normally if it still done the resulting equations then 
are a spurious regression. 
 

 

4.1.1 Unit Root Test 

The unit root test is the normal testing that was 
introduced by David Dickey and Wayne Fuller. The 
root test is done to find out whether the data used 
stationary or not. Data of stationary time series data 
that does not contain a root unit and vice versa. 

 
Table 2: Unit Root Test Results 

Variables 
Value 
ADF 

Critical 
Value 

McKinnon 
(α = 5%) 

Description 

ISSI 
 
-

4.969355 

 
-

2.948404 

 
Stationary 

INF 
-

1.586033 

 
-

2.948404 

 
Not 
Stationary 

BI Rate 
0.165

503 
-

2.948404 

 
Not 
Stationary 

Kurs 
-

3.143863 
-

2.948404 
Stationary 

Based on the chart above, showing that all 
variables have not been stationary at level I or level 
(O). This is because the value of the probability for a 
variable inflation rates and BI Rate probability value 
greater than α = 5% and the value of the ADF t-
statistics are smaller than the critical value 
(Mackinon Critical Values) at α = 5%. Thus, testing 
continued with the test of the degree of integration. 

 
i. Integration Test 

A test of the degree of integration is a test done to 
measure at the level of diferensi to how data all the 
variables are stationary. The method used is the 
method Agumented Dickey Fuller (ADF) that is by 
comparing a value to calculate the absolute value of 
the ADF the ADF critical α = 5%. If the data is still 
not stationary then this is done by the method of 
testing with the next level of differentiation to 
stationary data on the same level.  
 

Table 3: Integration Test Results 

Variables 
Value 
ADF 

Critical 
Value 

McKinnon 
(α = 5%) 

Description 

ISSI 
 
-

9.773489 

 
-

2.948404 

 
Stationary 

INF 
-

5.146643 
-

2.951125 

 
Not 
Stationary 

BI Rate - -  
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4.921036 2.951125 Not 
Stationary 

Kurs 
-

6.995325 
-

2.951125 
Stationary 

 
Based on the above table of results test of the 

degree of integration (first diferrence) above, to see 
that all the variables i.e. Indonesian Syariah Stock 
Index (ISSI), BI Rate, inflation, and exchange rates 
(exchange rate) has been stationary since smaller 
probability value at α = 5% and larger ADF t-
statistics compared to the critical value (Mackinon 
Critical Values) at α = 5%. 

 
ii. Cointegration Test 

 
In this research for the residual method using 
Granger test based test. Residual based test method 
using statistical tests Agumented Dickey Fuller 
(ADF) i.e. by observing the regression residual 
Granger stationary or not. Then this residual value 
will be tested using the test Agumented Dickey 
Fuller (ADF) to find out if the residual value of the 
stationary or not.  The results of this research show 
that the estimated value of the ADF test > Critical 
Value α = 5% (-6.412763 >-2.948404). So it could 
be inferred that the empirical model used in this 
study to qualify for the cointegration test. 

 
Table 4: Cointegration Test Results 

Variables 
Value 
ADF 

Critical 
Value 

McKinnon 
(α = 5%) 

Description 

ECT -
6.412763 

0.0000 Stasionary 

 
 

b. Estimation Error Correction Model 
(ECM) 

 
Estimation model of ISSI using the model of Error 
Correction Model (ECM). To know that a used Error 
Correction Model (ECM) is valid or not can be seen 
from the value of the Error Correction Term (ECT) 
are significant or not. Equation Error Correction 
Model (ECM) for short-term period are as follows: 

D (lnISSIt) = 232,8617 - -0,693554 INF – -
0,329883 BI_Rate - -0,871180 KURSt + 0,526368 
ECT + εi  

 
Table 5: The Results of The Estimation of the Error 
Correction Model (ECM) Short-Term 

Independ Coefficient t-Statistic Prob 

ent 
Variables 

D(LN
INF) 

-
0.693554 

-
0.208781 

0.
8362 

D(LN
SBI) 

-
0.329883 

-
0.305303 

0.
7625 

D(LN
KURS) 

-
0.871180 

-
0.043955 

0.
9653 

ECT 0.526368 
21.28

540 
0.

0000 

C 232.8617 
5.890

509 
0.

0000 
    

 
               R-squared 
               Adjusted R-
squared 
               F-statistic 
               Prob(F-statistic) 
               Durbin-Watson 
stat 

0.954614 
0.942847 
81.12831 
0.000000 
2.777986 

 
The results of the estimation of ECM above 

shows that short-term changes in interest rates, 
Inflation variable BI (BI Rate), and exchange rates 
(exchange rate) have a negative effect against 
Indonesian Syariah Stock Index (ISSI), cateris 
paribus. The magnitude of the balance and changes 
in Islamic Indonesia stock index (ISSI) against 
previous period now was 52.64%. These 
adjustments are obtained from coefficients ECT of 
0,526368. While t-his statistics are 21.28540 with 
probabilities (0.0000 < 0.05), so significant at α = 
5% and means that the model can be used. 

Equation Error Correction Model (ECM) for 
long-term periods are as follows: 

lnISSIt-1 = 232.8617 + 2.039721INF – -3.239223 
BI_Rate – -98.53454 KURSt+ εi  

 
Table 6: The Results of The Estimation of Error 
Correction Model (ECM) Long-Term. 
 

Independe
nt 

Variables 

Coefficien
t 

t-
Statistic 

Prob 

LNINF(-1) 
2.0397

21 
2.734

483 
0.0

109 

LNSBI(-1) 
-

3.239223 
-

5.354096 
0.0

000 
LNKURS(
-1) 

-
98.53454 

-
5.854761 

0.0
000 

C 
232.86

17 
5.890

509 
0.0

000 
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               R-squared 
               Adjusted R-
squared 
               F-statistic 
               Prob(F-
statistic) 
               Durbin-Watson 
stat 

0.954614 
0.942847 
81.12831 
0.000000 
2.777986 

 
The results of the estimation of ECM above 

show that long-term changes in the variable interest 
rates on BI (BI Rate) and exchange rates (exchange 
rate) of previous periods have a negative influence 
on the stock index of Sharia against Indonesia 
(ISSI), cateris paribus. So it is with the previous 
period Inflation variables that have a positive 
influence against Indonesian Syariah Stock Index 
(ISSI). 

4.2 Test Determination (R2) 

4.2.1 F-Test (Simultaneous Test)  

Based on the results of the processing of data by the 
method of Error Correction short and long term 
Model obtained the value of R Squared of 0.954614 
with which means the variable inflation rate, the BI 
Rate, and exchange rates (exchange rate) affect 
Indonesian Syariah Stock Index (ISSI) in IDX 
amounting to 95.46%. 

Based on the results of the processing of data by 
the method of Error Correction Model of short and 
long term value of the obtained F count of 81.12831 
with the probability of 0.00000 greater than α = 5% 
therefore H0 is accepted. Then the variable inflation 
rate, the BI Rate, and exchange rates (exchange rate) 
in the short run and the long run insignificant 
together against Indonesian Syariah Stock Index 
(ISSI) in IDX. 

5 RESULTS 

5.1 Inflation 

Based on the results of the study showed that 
changes the level of inflation in the short term 
negative effect to changes in Indonesian Syariah 
Stock Index (ISSI) in BEI with a coefficient of-
0.693554. In the short term that the statistics of 
0.208781 smaller than the t-table (-0.208781 > 
2.03693) and a smaller probability (0.8362 > 0.05) 
then the Ho is rejected. This means that in the short 
term inflation rate have an effect that is not 

significant and marked negative against Indonesian 
Syariah Stock Index (ISSI) in IDX. 

While in the long-term government change 
inflation rate long term positive effect to changes in 
Indonesian Syariah Stock Index (ISSI) in the BEI by 
a coefficient of 2.039721. In the long term that the t-
statistic of 2.734483 greater than t-table (2.734483 < 
2.03693) and a smaller probability (0, 0109 > 0.05) 
then Ho accepted. This means that in the long run 
inflation rate significantly to the influential 
Indonesian Syariah Stock Index (ISSI) in IDX. 

5.2 BI Rate 

Based on the results of the study showed changes in 
the BI Rate in the short term to change Indonesian 
Syariah Stock Index (ISSI) in BEI with a coefficient 
of-0.329883. In the short term that the t-statistics 
registration-0.305303 smaller than the t-table (-
0.305303 < 2.03693) and greater probability (0.7625 
> 0.05) then the Ho is rejected. This means that in 
the short term the BI Rate influence is not significant 
and marked negative against Indonesian Syariah 
Stock Index (ISSI) in IDX. 

While in the long-term BI Rate negative 
effect to changes in Indonesian Syariah Stock Index 
(ISSI) in BEI with a coefficient of-3.239223. In the 
long run bahwat-statistics registration 5.354096 
more besardari t-table (5.354096 > 2.03693) and 
greater probability (0.0000 > 0.05) then Ho 
accepted. Then the variable BI Rate in the long run 
have significant influence towards Islamic Indonesia 
stock index (ISSI) in IDX. 

5.3 The Exchange Rate 

Based on the results of the study showed that 
changes in exchange rates (exchange rate) in the 
short term have no effect against Islamic Indonesia 
stock index changes (ISSI) in BEI with a coefficient 
of-0.871180. In the short term that the t-statistic of 
21.28540 greater than t-table (21.28540 > 2.03693) 
and greater probability (0.9653 > 0.05) then the Ho 
is rejected. This means that in the short term 
exchange rates (exchange rate) does not have 
significant influence towards Indonesian Syariah 
Stock Index (ISSI) in IDX. 

While in the long term changes in exchange 
rates (exchange rate) against the potential negative 
effect long-term change in Indonesian Syariah Stock 
Index (ISSI) in BEI with a coefficient of-98.53454. 
In the long term that the t-statistic of 5.890509 
greater than t-table (5.890509 > 2.03693) and greater 
probability (0.0000 > 0.05) then Ho accepted. Then 
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the variable exchange rates (exchange rate) over the 
long term have significant influence towards 
Indonesian Syariah Stock Index (ISSI) in IDX. 

6 CONCLUSIONS 

Based on the results of research and discussion, then 
the conclusions of this research is the existence of a 
negative influence in the short term between variable 
inflation rate, the BI Rate and exchange rates against 
Indonesian Syariah Stock Index (ISSI) and yet not 
significant. While for the long term, the inflation 
rate has a positive influence against Islamic 
Indonesia stock index (ISSI) and significant. But, the 
BI Rate and the exchange rate has a negative 
influence against Indonesian Syariah Stock Index 
(ISSI) and significant on the Indonesia stock 
exchange (BEI) in Indonesia. 
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Abstract: This research aims to analyze the relationship of long-term and short-term macroeconomic variables 
between the money supply, the interest rate of  Bank Indonesia, exchange rates and gross domestic product 
against the composite stock price Index on the stock exchange Indonesia in 1996-2017. To answer these 
problems the study Econometrics model analysis tools used error correction (Error Correction Model). 
Research results showed in the short term the money supply, interest rates and gross domestic product of 
Bank Indonesia effect negatively and significantly to the composite stock price index. While the exchange 
rate in the short term has no effect against the composite stock price index. In the long run, the money 
supply, interest rates and exchange rates of Bank Indonesia have no effect against the composite stock price 
index. While the gross domestic product in the long run a positive and significant effect against the 
composite stock price index. Together the same macroeconomic variables of the money supply, the interest 
rate of Bank Indonesia, exchange rates and gross domestic product of influential significantly to the amount 
of money in circulation, Bank Indonesia interest rates, exchange rates and gross domestic product on the 
extent trust 75.69 percent. 

1 INTRODUCTION 

Boost the economy of a country can be done in 
various ways, one of which is to move the stock 
market. Capital markets are rated more effective in 
improving a country's economy since the stock 
market is a means of funding the activities of the 
productive efforts or the company obtained from the 
community who provide capital (investors). With the 
capital markets, can help investors to invest their 
funds with the aim of getting the asset. And the 
company also assisted in getting financing or funds 
as well as in conducting sales of an asset. The 
existence of such event, the stock exchange formed 
in ease of the transaction as well as capital market 
activities so that mutually beneficial and corporate 
investors. For investors through the capital markets, 
they can choose the investment objects with various 
levels of returns and the level of risk faced, while for 
issuers (issuers) through the capital markets they can 
collect long-term funds for support the continuity of 
their business (Samsul, 2006). 

The Composite Stock Price Index (IHSG) was 
first introduced on April 1, 1983 as an indicator of 
price movement of stocks listed on the Indonesia 
stock exchange either common stock or preferred 
stock. The Composite Stock Price Index (IHSG) is 
an index that shows the movement of stock prices in 
general, are listed on the stock exchange to become 
a reference on the development of activities in the 
capital market (Anoraga and Pakarti, 2001:101). 

The price of shares in the stock exchange not 
forever fixed, there are times when increased and 
may also decrease depending on power demand and 
supply, where the occurrence of such stock price 
fluctuations make the stock attractive to some 
investors (investors). On the other hand, the rise and 
decline of stock prices could occur due to 
fundamental factors, psychological as well as 
external. Following the movement of the Composite 
Stock Price Index (IHSG) in Indonesia year 1996-
2017.  

The capital market in Indonesia is facing 
challenges that are pretty heavy since the end of the 
year 1997/1998, in conjunction with the shaken 
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economy Indonesia joints by lacing the economic 
crisis that almost the whole of the Asian region. 
Composite stock price index (IHSG) has 
experienced a very sharp downturn, where years of 
1997-1998 composite stock price index (IHSG) 
decreased by 29.85 percent and minus the year 1998 
composite stock price index (IHSG) have 
experienced a decline in of a minus 9.13 percent. 
This is due to the economic crisis marked by the 
depreciation of the exchange rate of the rupiah 
against the dollar resulted in interest rates of 
deposits and Bank Indonesia interest rates rose 
sharply to 41.42 percent and inflation amounted to 
77.65 percent. 
 

 

Figure 1: The trend of the Composite Stock Price 
Index (IHSG) in Indonesia year 1996-2017. 

The movement of the stock price index the 
following year tend to experience increased despite 
the decline in some periods. One of them is the year 
2008 amounted to minus 50.64 percent. This 
decrease occurs because of the global crisis that is 
starting to feels its effects towards the end of the 
year 2008 make a macro condition Indonesia get 
heavy pressure. Although Indonesia's economy can 
still grow by 6.10 percent and inflation from 11.06 
percent in 2008. And the exchange rate of the rupiah 
against the dollar in January 2008 of 9,291 rupiah 
rising to 12,151 rupiah in September and then down 
to 10,950 rupiah in December 2008 For the year 
2017 growth composite stock price index (IHSG) 
closed at the end of the year in the level of domestic 
economic recovery predicted 6,355 continues amid 
various challenges. Economy forecast to grow up 5.2 
percent in 2017 than in 2016 by 5 percent with the 
catalyst reference interest rates still low, Indonesia's 
return to the export commodity prices and budget 
infrastructure continues to grow. 

Its own stock price index value can fluctuate 
daily, this is because many factors affect the 
movement. The movement of the stock price index 
to be so important, because it can be used as one of 

the benchmark investors prior to investing in the 
capital markets and later it will affect the attitude of 
the investors to buy, sell or hold some shares. As for 
the influence of the composite stock price index 
(IHSG) and macroeconomic variables, among 
others, exchange rates, interest rates, money supply, 
and GDP. 

 

Figure 2: The movement of the Composite Stock 
Price Index (IHSG) and macroeconomic variables. 

Based on Figure 2 shows that the exchange rate 
of rupiah increase of 4.24 percent to 16.25 percent in 
2008. While the composite stock price index (IHSG) 
experienced a decline in the year 2008 amounted to 
minus 50.64 percent. With the increase in the price 
of fuel oil, the year 2008 became a contributor to the 
Bank Indonesia interest rates are quite high of 9.25 
percent. Rising interest rates will make investors 
will transfer their funds to the money market, 
savings or deposits so that investments in capital 
markets and can lower the price of the stock. While 
the money supply year 2008 experienced a decline 
of 19.32 percent to 14.94 percent. Changes in the 
money supply will affect the interest rate. Interest 
rate changes will affect your investments or even 
consumption. GDP growth the year 2008 recorded  
fairly good developments around 6.01 percent in the 
middle of the occurrence of the external turmoil. 
This data does not match the theory. The 
phenomenon of the movement of the Composite 
stock price Index (IHSG) in Indonesia attracted to 
researchable. Empirical study and the phenomenon 
of data that has been done previously showed the 
importance of the research develop composite stock 
price Index (IHSG) in Indonesia. 

By developing researches past, the author 
concludes that the role of macroeconomic factors 
and affecting the composite stock price Index 
(IHSG) in Indonesia is still important. In General, 
this research examines the relationship between the 
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independent variable and the dependent variable in 
the short-term and long-term. The purpose of this 
research is to analyze the effect of the exchange rate 
(EXC), Bank Indonesia interest rate (BI Rate), the 
money supply (MS), and the GDP against the 
composite stock price Index (IHSG) in Indonesia. 

2 THEORETICAL FRAMEWORK 

According to the monetary Approach States that the 
increase in the domestic money supply would cause 
a domestic price increase in proportional and by 
parity of purchasing power will encourage the 
occurrence of depreciation of domestic currency. 
The drop in the exchange rate of the domestic 
currency eventually will reduce corporate earnings 
which means also a decrease in the company's share 
price (Shapiro 1996). 

The rise and fall of interest rates could affect 
stock prices. The impact of interest rates is generally 
not directly. The decline in interest rates will cause 
the interest rate for savings deposits in banking 
becomes not interesting. The community will be 
looking for another alternative with the higher yield 
on the capital market. The decline in interest rates 
will make lending interest expense decreased so that 
it encourages expansion and the increase in net 
profit. In the long run, the increase in net income can 
make the stock price increases. While rising interest 
rates against the stock give effect in the short-term. 
The rise in interest rates would increase the burden 
on companies (issuers) that can further lower the 
price of the stock. Rising interest rates will make 
investors will transfer their funds to the money 
market, savings or deposits so that the investment in 
the trading floor and then lowering the stock price. 
Otherwise, once the lower interest rates will make 
investors withdraw funds in the bank and will be 
redirected to invest on the stock exchange (Mankiw, 
2003). 

According to Samsul (2006:210) which States 
that the more money in circulation in the hands of 
the community then it will be the higher the stock 
price because the public will figure out how to 
allocate their funds. The amount of money in 
circulation will cause interest rates to drop, so 
people did not choose the appropriate investment in 
banking but in the form of shares. This can be 
caused because in the short term, the public will 
choose to invest in something that can be melted 
easily and at risk are small, such as valuables easy 
for refunded. Because in the short-term, the public 
will prefer to meet their needs first, so to invest in a 

stock that has a pretty big risk not so frowned upon 
by the community. In the long-term when the money 
circulating within the community is increasing, then 
the appropriate people invested in stocks than in 
savings or deposits any shares so demand will 
increase. 

Based on the principle of Acceleration there is a 
link between national income with investment. To 
achieve a greater level of investment, if national 
income the greater amount. In contrast, the 
investment will be increased if low national income, 
does not evolve and will become low (Mankiw, 
2003). 

3 RESEARCH METHOD 

The data will be used in this research in the form of 
secondary data. Secondary data that will be used is 
the data time series during the year 1996-2017 
which is the total amount of data the exchange rate 
(EXC), Bank Indonesia interest rate (BI Rate), the 
money supply (MS), and the GDP against the 
composite stock price Index (IHSG) in Indonesia. 
The data can be taken from the Bank Indonesia (BI), 
the Central Bureau of Statistics (BPS) and Indonesia 
Stock Exchange (IDX) or via the official website of 
each of the institutions (www.bi.go.id and 
www.bps.go.id). 

 The estimation model used in this study is the 
analysis of the dynamic model with the regression 
that is by using the model of error correction (Error 
Correction Model/ECM) Domowitz and Elbadawi. 
In the context of Economics, the dynamic model 
specification is very important because it deals with 
the establishment of the model of an economic 
system that is associated with the change of time of 
both short-term and long-term. This study uses 
statistics programs help E-Views version 7. 

4 ANALYSIS 

4.1 Stationer Test 

The first thing to do is to examine whether the data 
is stationary or not. This Stationeritas test needs to 
be done because a regression analysis should not be 
done when the data used is not stationary and 
normally if it still done the resulting equations then 
are a spurious regression. The test methods used in 
this Test method is stasioneries Unit Root Test or 
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also known as the test of the Augmented Dickey-
Fuller (ADF). 

4.1.1 Unit Root Test 

The value of the test results with the Augmented 
Dickey-Fuller (ADF), indicated by the value of the 
statistical regression coefficients t on the observed 
variable (X). If the value is greater than the value of 
the ADF test critical values MacKinnon on the level 
of the 1%, 5%, or 10%, then the stationary means 
data. 

Based on table 1 that the money supply (MS), 
Bank Indonesia interest rate (BI Rate), the exchange 
rate (EXC), the gross domestic product (GDP), and 
the composite stock price Index (IHSG) is not 
significant at the α = 5%. Because not stationary at 
the zero degrees, then it needs to be done again 
using stationarity test the degree of integration of the 
single. 

Table 1: Unit Root Test Results 

Variables 
Value 
ADF 

Critical 
Value 

McKinnon 
(α = 5%) 

Desc 

 
IHSG 

 
-0.391630 

 
-3.012363 

Non-
Stationary

 
MS 

 
-1.946926 

 
-3.052169 

Non-
Stationary 

 
BI Rate 

 
-2.548890 

 
-3.029970 

Non-
Stationary 

 
EXC 

 
-2.126737 

 
-3.012363 

Non-
Stationary 

 
GDP 

 
-0.359774 

 
-3.040391 

Non-
Stationary 

4.1.2 Integration Test 

A test of the degree of integration is a test done to 
measure at the level of difference to how data all the 
variables are stationary. The taking of decision is 
when the count of an ADF variable is greater than 
the critical value of MacKinnon, means the variable 
is stationary, and vice versa.  

Based on table 2 that variable the money supply 
(MS), Bank Indonesia interest rate (BI Rate), the 
exchange rate (EXC), the gross domestic product 
(GDP), and the composite stock price Index (IHSG) 
has been stationary at the same degree, that is one 
degree, shown from the ADF value calculate more 
than the value of the critical (Mackinnon critical 
values) at α = 5%. Thus, the Granger test requires a 
stationary data at the same degree can be used. 

Table 2: Integration Test Results 

Variables 
Value 
ADF 

Critical 
Value 

McKinnon 
(α = 5%) 

Desc 

IHSG -5.656342 -3.020686 Stationary
MS -3.258881 -3.020686 Stationary 
BI Rate -4.554577 -3.020686 Stationary 
EXC -3.054861 -3.029970 Stationary 
GDP -3.599042 -3.020686 Stationary 

4.1.3 Cointegration Test 

In this research to test the residual method based 
cointegration test. Residual-based test method using 
statistical tests Augmented Dickey-Fuller (ADF) by 
observing the regression residual cointegration 
stationary or not. Then this residual value will be 
tested using the test Augmented Dickey-Fuller 
(ADF) to find out if the residual value of the 
stationary or not. The results of this research show 
that the estimated value of the ADF test > Critical 
Value α = 5% (-3.891891 >-3.012363). So it could 
be inferred that the empirical model used in this 
study to qualify for the cointegration test. 

Table 3: Cointegration Test Results 

Variables 
Value 
ADF 

Critical 
Value 

McKinnon 
(α = 5%) 

Desc 

 
ECT

 
-3.891891

 
-3.012363 

 
Stationary

 

4.2 Estimation Error Correction Model 
(ECM) 

Estimation model of inflation using the model of 
Error Correction Model (ECM) Domowitz and 
Elbadawi aims to seek short-term balance or correct 
an imbalance towards short-term long-term balance. 
To know that a used Error Correction Model (ECM) 
is valid or not can be seen from the value of the 
Error Correction Term (ECT) are significant or not. 
Equation Error Correction Model (ECM) for a short-
term period are as follows: 
 
 
 

 
The results of estimation Error Correction Model 

(ECM) that short-term variable the money supply 
(MS), Bank Indonesia interest rate (BI Rate), the 

ECTGDP

BIRateMSDLnIHSG

938950.0409125.5EXC439834.0

064296.0642198.2714068.0
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exchange rate (EXC), and the gross domestic 
product (GDP) have a negative influence against the 
composite stock price Index (IHSG) in Indonesia. 
The magnitude of the balance and changes the 
previous the composite stock price Index (IHSG)  
against the period now is 0.98 percent. These 
adjustments are obtained from coefficients the Error 
Correction Term (ECT) of 0.988950 while the t-
statistics is 5.140962 with probability 0.0001 so 
significant at 5% and means that the model can be 
used. 

Table 4: The Results of The Estimation of the Error 
Correction Model (ECM) Short-Term 

Independent 
Variables 

Coefficient t-Statistic Prob 

D(LnMS) -2.642198 -3.116654 
0.007

1

D(LnBI Rate) -0.064296 -3.045324 
0.008

2

D(LnEXC) -0.439834 -1.973081 
0.067

2

D(LnGDP) -5.409125 -2.878156 
0.011

5

ECT 0.938950 5.140962 
0.000

1

C 0.714068 3.788115 
0.001

8
               R-squared 
               Adjusted R-squared 
               F-statistic 
               Prob(F-statistic) 
               Durbin-Watson stat

0.756959 
0.675946 
9.343614 
0.000335 
1.834620 

 
Equation Error Correction Model (ECM) for 

long-term periods are as follows: 
 

 

The results of estimation Error Correction Model 
(ECM) that long-term variable changes Bank 
Indonesia interest rate (BI Rate), the exchange rate 
(EXC) of previous periods have a negative effect 
against the composite stock price Index (IHSG). 
While the Government spending variables the 
money supply (MS), and economic growth (GDP) 
previous periods have a positive effect against the 
composite stock price Index (IHSG). 

Table 5: The Results of The Estimation of the Error 
Correction Model (ECM) Long-Term. 

Independen
t Variables 

Coefficient t-Statistic Prob 

LnMS(-1) 0.270105 1.027487 0.3195 

LnBI Rate(-
1)

-0.088986 -1.928895 0.0717 

LnEXC(-1) -0.258058 -0.616914 0.5460 
LnGDP(-1) 2.351471 3.502571 0.0029 

C -27.69448 -3.709158 0.0019 
               R-squared 
               Adjusted R-
squared 
               F-statistic 
               Prob(F-statistic) 
               Durbin-Watson 
stat

0.938155 
0.922694 
60.67775 
0.000000 
1.575439 

4.3 Statistical Tests  

4.3.1 F-Test (Simultaneous Test)  

F test or simultaneous test is performed to see the 
effect of free variables simultaneously or together to 
the dependent variable. The value of F-statistic Prob 
0.000335 < 0.05. So it can be inferred that the 
money supply (MS), BI interest rate (BI Rate), the 
exchange rate (EXC) and gross domestic product 
(GDP), a significant effect simultaneously against 
the composite stock price index (IHSG) in Indonesia 

4.3.2 T-Test (Partial Test) 

The Money Supply (MS) 

Based on the results of the study showed that the 
change in the short-term money supply (MS) is a 
negative and significant effect against the composite 
stock price index (IHSG) in Indonesia with a 
coefficient of -2.642198. This means if the money 
supply rose by 1 billion rupiahs, then the composite 
stock price index (IHSG) will be down by -2.642198 
percent. 

While the changes in the money supply (MS) no 
effect on long-term change composite stock price 
index (IHSG) in Indonesia with a coefficient of 
0.270105. 

Interest Rate BI (BI Rate) 

Based on the results of the study showed that the 
percentage of change in the interest rate BI (BI Rate) 
in the short-term to change the percentage of the 
composite stock price index (IHSG) in Indonesia 
with a coefficient of -0.064296. If changes to the BI 
interest rate rose by 1 percent, then the composite 
stock price index changes (IHSG) in Indonesia 
would drop -0.064296 percent. 

GDPBIRate

MSnIHSG

351471.2EXC258058.0

088986.0270105.069448.27L
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While in the long-term the interest rate BI (BI 
Rate) has a negative and significant effect against 
the composite stock price index (IHSG) in Indonesia 
with a coefficient of -0.088986. This means if the 
interest rate BI (BI Rate) rose by 1 percent, then the 
composite stock price index will be down by 
0.088986 percent. 

The Exchange Rate (EXC) 

Based on the results of the study showed that 
changes in exchange rates in the short-term to 
change the percentage of the composite stock price 
index (IHSG) in Indonesia with the coefficient of     
-0.439834. If changes in the money supply rose by 
Rp 1/US dollar, then change the percentage of the 
composite stock price index (IHSG) going up by 
0.439834 percent. 

While in the long-term Exchange rates had a 
negative and no significant influence against the 
composite stock price index (IHSG) in Indonesia. If 
the exchange rate rose by Rp 1/US dollar, then 
change the percentage of the composite stock price 
index (IHSG) going down by 0.258058 percent. 

The Gross Domestic Product (GDP) 

Based on the results of the study showed that the 
change of the gross domestic product (GDP) in the 
short-term to change the percentage of the composite 
stock price index (IHSG) in Indonesia with a 
coefficient of -5.409125. If the change of gross 
domestic product rose by 1 billion rupiahs, then 
change the percentage of inflation will be down by 
5.409125 percent. 

While in the long-term the gross domestic 
product (GDP) has a positive and significant 
influence the composite stock price index (IHSG) in 
Indonesia with a coefficient of 2.351471. If the 
change of the gross domestic product (GDP) rose by 
1 billion rupiahs, then the change in the composite 
stock price index (IHSG) will rose by 2.351471 
percent 

4.3.3 Goodness of Fit Test  

Test coefficient determination (R2) is used to see 
how big the variation of free variables may explain 
the variables bound. Adjusted R-squared value of 
0.756959 can be explained that Government 
spending variable precision (GS), the that the money 
supply (MS), BI interest rate (BI Rate), the exchange 
rate (EXC) and gross domestic product (GDP), 
explains the variations change the composite stock 
price Index (IHSG) amounted to 75.69 percent. 

While the rest of 24.31 percent described other 
factors outside the model. 

5 RESULTS 

5.1 Influence The Money Supply (MS) against 
the Composite Stock Price Index (IHSG) 
in Indonesia 

Based on the results of the study showed that the 
change in the short-term money supply (MS) is a 
negative and significant effect against the composite 
stock price index (IHSG) in Indonesia with a 
coefficient of -2.642198. This means if the money 
supply rose by 1 billion rupiahs, then the composite 
stock price index (IHSG) will be down by -2.642198 
percent. This is due to that the growing money 
supply will trigger an uptrend, so with the condition 
the price increases then the money held by the 
community just simply used to make transactions. 
Thus with the condition of the community does not 
have an excess of money that can be used to save in 
the form of savings or invested in the form of shares. 
This is not in accordance with the research of the 
goddess Kumalasai (2016) shows that the influence 
of the money supply (MS) against the composite 
stock price index (IHSG) positive effect. 

While the changes in the money supply (MS) no 
effect on long-term change composite stock price 
index (IHSG) in Indonesia with a coefficient of 
0.270105. This is due to the greater quantity of 
money held by the society, indicating the high level 
of people's income, which in turn will encourage 
people to invest and increase the composite stock 
price index (IHSG). But the amount of money 
circulating in the previous period has not had an 
influence on the composite stock price index 
(IHSG). And according to a research of Ash-Shidig 
& Setiawan (2015) stating that the money supply 
had no effect against the Jakarta Islamic Index stock 
index 

5.2 Influence the Interest Rate BI against the 
Composite Stock Price Index (IHSG) in 
Indonesia 

Based on the results of the study showed that the 
percentage of change in the interest rate BI (BI Rate) 
in the short-term to change the percentage of the 
composite stock price index (IHSG) in Indonesia 
with a coefficient of -0.064296. If changes to the BI 
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interest rate rose by 1 percent, then the composite 
stock price index changes (IHSG) in Indonesia 
would drop -0.064296 percent. It is due to a rise in 
interest rates BI (BI Rate) then it will directly 
increase the burden of interest. Companies that have 
high leverage will have a very heavy impact against 
a rise in interest rates. The rise in interest rates will 
be able to reduce the profitability of the company 
from rising costs (cost) of the company so that it can 
be said that the rising interest rate effect negatively 
to a stock price index. This is not in accordance with 
the theories of Keynes. According to Samsul 
(2006:204), the increase in the interest rate of the 
loan could increase credit interest charges and lower 
net profits of the company. The profit decline will 
result in earnings per share also decreased so that the 
resulting decline in stock prices in the market. On 
the other hand, the rise in deposit interest rates will 
encourage investors to sell stocks and then switch 
into deposits. This led to the increase in Bank 
Indonesia interest rate will result in a decline in the 
stock price, vice versa 

While in the long-term the interest rate BI (BI 
Rate) has a negative and significant effect against 
the composite stock price index (IHSG) in Indonesia 
with a coefficient of -0.088986. This means if the 
interest rate BI (BI Rate) rose by 1 percent, then the 
composite stock price index will be down by 
0.088986 percent. In the long term interest rates 
have no effect against the stock price because 
investors in Indonesia is a type of investor who does 
profit taking action in hopes of obtaining capital 
gains. Can also be caused the stock market less 
rapidly adjust interest rate information into stock 
prices. And according to research Kewal (2012), 
Kumar and Puja (2012), Mok (2004). Interest rates 
do not affect the stock price because investors in 
Indonesia is a type of investor who conducts 
transactions in shares so investors tend to do profit 
taking action in hopes of obtaining capital gains 

5.3 Influence Exchange Rate (EXC) against 
the Composite Stock Price Index (IHSG) 
in Indonesia 

Based on the results of the study showed that 
changes in exchange rates in the short-term to 
change the percentage of the composite stock price 
index (IHSG) in Indonesia with the coefficient of -
0.439834. If changes in the money supply rose by 
Rp 1/US dollar, then change the percentage of the 
composite stock price index (IHSG) going up by 
0.439834 percent. In the short-term the exchange 
rate has no effect against the composite stock price 

index (IHSG). This is not in accordance with the 
theory of the balance of payments approach where if 
import bigger then a balance of payments deficit 
which will mean a demand for foreign currencies 
will increase thus lowering domestic currency and 
vice versa. The weakening domestic currency will 
weaken the purchasing power of these result in a 
decline in corporate earnings, which in turn will 
lower profits. This will lower the profit decline in 
the value of the company and eventually lower the 
price of the company shares (Shapiro 1996). 

While in the long-term Exchange rates had a 
negative and no significant influence against the 
composite stock price index (IHSG) in Indonesia. If 
the exchange rate rose by Rp 1/US dollar, then 
change the percentage of the composite stock price 
index (IHSG) going down by 0.258058 percent. This 
is because shareholders in the stock exchange in 
Indonesia did not consider the change of rate in the 
analysis of investment shares. And in line with the 
research done Luh Gede Sri Artini, et al using 
Ordinary Least Square (OLS) shows that the 
exchange rate effect is negative and insignificant 
against the composite stock price index in Indonesia. 

5.4 Influence Gross Domestic Product (GDP) 
against the Composite Stock Price Index 
(IHSG) in Indonesia 

Based on the results of the study showed that the 
change of the gross domestic product (GDP) in the 
short term to change the percentage of the composite 
stock price index (IHSG) in Indonesia with a 
coefficient of -5.409125. If the change of gross 
domestic product rose by 1 billion rupiahs, then 
change the percentage of inflation will be down by 
5.409125 percent. This does not fit the theory of 
Keynes, the higher a person's income then the 
motive money already complex requests to the 
speculative motive. Rising gross domestic product 
(GDP) is a good signal (positive) for investment and 
vice versa. Increase the gross domestic product 
(GDP) had the purchasing power of the consumer so 
that they can increase the demand for the company's 
products. An increase in demand for the company's 
products will increase the profit of the company and 
ultimately may increase the company's share price 
(Tandelilin, 2010:212). 

While in the long-term the gross domestic 
product (GDP) has a positive and significant 
influence the composite stock price index (IHSG) in 
Indonesia with a coefficient of 2.351471. If the 
change of the gross domestic product (GDP) rose by 
1 billion rupiahs, then the change in the composite 
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stock price index (IHSG) will rose by 2.351471. 
This is in accordance with the principles of the 
theory of Acceleration, there are a very tight linkage 
between national income with investment. 
Investment opportunity for achieving a greater level 
of national income in increasingly large numbers. In 
contrast, the investment will be increased if low low 
national income, does not evolve and foretold will 
be incremented (Tandelilin, 2010:212).  

6 CONCLUSIONS 

Only The variable amount of the money supply 
(MS), BI interest rate (BI Rate) and gross domestic 
product (GDP) in the short-term a negative and 
significant effect against the composite stock price 
index (IHSG) in Indonesia. While the variable 
exchange rates (EXC) in the short-term and the 
long-term have no effect against the composite stock 
price index (IHSG) in Indonesia. And gross 
domestic product (GDP) is a positive and significant 
effect against the composite stock price index 
(IHSG). While in the long-term the money supply 
(MS) and the BI interest rate (BI Rate) have no 
effect against the composite stock price index 
(IHSG). 

Adjusted R-squared value of 0.756959 can be 
explained that Government spending variable 
precision (GS), the that the money supply (MS), BI 
interest rate (BI Rate), the exchange rate (EXC) and 
gross domestic product (GDP), explains the 
variations change the composite stock price Index 
(IHSG) amounted to 75.69 percent. While the rest of 
24.31 percent described other factors outside the 
model. 

Because of and gross domestic product (GDP) is 
the main determining factor affecting the composite 
stock price index (IHSG) in Indonesia in both short-
term and long-term so that the Government together 
with the private sector and the people able to work 
synergistically to increase the gross domestic 
product in order to be able to push the performance 
of capital markets. As for steps that can be taken 
include enhancement of human resources with a 
wide range of conveniences in education and the 
improvement of infrastructure and means of 
supporting the economy. As well as the granting of 
licenses and the ease of bureaucracy for the 
construction industry and the economy. 

 

REFERENCES 

Anoraga, Pandji dan Pakarti, Piji. (2001). Pengantar 
Pasar Modal. Edisi Revisi, Cetakan III.Rineka 
Cipta. Jakarta. 

Ash-Shidig, Setiawan, et al. (2015). Analisis 
Pengaruh Suku Bunga SBI, Uang Beredar, 
Inflasi Dan Nilai Tukar Terhadap Indeks Harga 
Saham Jakarta Islamic Index (JII). Jurnal 
Ekonomi & Perbankan Syariah Vol.3 No.2 
Oktober 2015, Hal 25-46.  

Kewal. (2012). Pengaruh Inflasi, SBI, Kurs, dan 
Pertumbuhan PDB Terhadap IHSG. Jurnal 
Economia, Vol. 8, No.1 April 2012. 

Kumar, N. P., and Padhi Puja. (2012). The Impact of 
Macroeconomic Fundamentals on Stock Prices 
Revisited: An Evidence from Indian Data. Junal 
MPRA Paper. No. 38980. 

Luh Gede Sri Artini, et. (2017). Analisis 
Fundamental Makro Dan Integrasi Pasar Saham 
Dunia Dengan Bursa Efek Indonesia. Jurnal 
Manajemen Strategi Bisnis & Kewirausahaan 
Vol. II No.2 Agustus 2017. 

Mok, H. (2004). Causality of Interest Rate, 
Exchange Rate and Stok Prices at Stock Market 
Open and Close in Hongkong. Asia Pacific 
Journal of Management. Vol. 10:2. 

Mankiw, N. Gregory. (2003).“Teori Makro 
Ekonomi”. Edisi Kelima. Jakarta: Erlangga. 

Samsul, Mohamad. (2006).  Pasar Modal dan 
Manajemen Portofolio. Edisi Pertama.  Erlangga. 
Jakarta. 

Shapiro, A. (1996). Multinational Financial 
Management. 5th Edition, Prentice-Hall 
International. International Conference on 
Trends in Multidisciplinary Business and 
Economics Research, Timber 2014, Vol. 1, 55-
61, ISBN  978-969-9948-36-7. 

Tandelilin, Eduardus. (2010). Portofolio dan 
Investasi : Teori dan Aplikasi. Edisi Pertama. 
Kaniskus. Yogyakarta 

 
 

UNICEES 2018 - 1st Unimed International Conference on Economics Education and Social Science

568



Model and Strategy Acceleration of Rural Poverty Alleviation Study 
in Jambi Province 

 

Siti Hodijah1 and Syaparuddin1 
1Departement of Economic Development, Jambi University, Indonesia  

sitihodijahfdl@yahoo.co.id, syappelawan@yahoo.co.id 

Keywords: Poverty, Rural Poverty, Strategy Acceleration 

Abstract: Poverty is a very interesting phenomenon and has always been an issue that is always debated in the midst 
of society, technocratic or academic. This study aims to (1) Identify the description of the rural poverty of 
Jambi Province, (2) Formulate a model for accelerating rural poverty reduction in Jambi Province and (3) 
Designing strategy for accelerating rural poverty reduction in Jambi Province. The data analysis techniques 
used in combining qualitative and quantitative descriptive methods. The results showed that the number and 
percentage of poor people, most of the districts in Jambi Province tended to increase in 2017 compared to 
2010. The districts were Merangin, Batang Hari, Tanjung Jabung Timur, Tanjung Jabung Barat, Bungo and 
Tebo. The model of accelerating rural poverty alleviation in Jambi Province which can be formulated is to 
encourage poor families to get out of poverty with the main actors being poor families themselves by always 
getting attention from the central government, regional government, private sector and universities in the 
form of coordination and integration. The main strategy that must be done is to empower the abilities, 
talents and skills of poor families and reduce all the limitations that exist in these poor families. The basic 
need approach for some poor people still needs to be done. 

1 INTRODUCTION 

Poverty (Poverty reduction) is an issue that has 
always been debated for more than two decades. The 
poverty alleviation program is the main measure of 
the success of development policies, especially in 
the 1970s until the 1980s. Poverty is a long-term 
problem ( Ben E. Aigbokhan, 2008 ). Various views 
and opinions of economists, especially Development 
Economics experts who see that the reduction in 
poverty is a central goal for the development of a 
country that can be achieved through economic 
growth or income distribution. Almost all countries, 
especially developing countries, have raised the 
issue as the main development policy in the era of 
the 1990s ( Hyun H. Son and Nanak Kakwani, 
2004). 

The failure or lack of success of poverty 
alleviation does not only occur in Indonesia, but in 
many countries, especially in developing countries, 
one of which is Nigeria. One of the failures was 
caused by a program that did not focus directly on 
poverty and political stability and unstable policies 

(Mike I Obadan). Even with the expenditure poverty 
criteria of US $ 1 per capita per day, the number of 
people living below the poverty line increased from 
54.7% in 2004 to 60.9% in 2010 ( Okoroafor, 
Michael Onyedikachi and Nwaeze Chinweoke, 
2013). 

The issue of poverty is still a fundamental 
problem and is multidimensional in development in 
Indonesia. Being a fundamental problem because 
poverty is a problem faced by almost all regions in 
Indonesia both in urban and rural areas and is very 
difficult to solve. Whereas multidimensional nature 
can be seen from two sides, namely the cause and 
the alleviation side.In terms of causes, poverty is 
caused by a variety of backgrounds, while poverty 
alleviation must also be multidimensional. 

In various literatures, many have been offered 
and have even been implemented in many countries 
regarding the model and strategy as well as the 
government's approach to poverty reduction 
including the basic need approach , the employment 
orientation approach , and through economic growth 
strategies ( economic growth strategy ), but all of 
that has not fully been able to realize one of the great 
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ideals in nation building which is free from poverty. 
In Indonesia itself, apart from this approach, efforts 
have been made to reduce poverty through direct 
and indirect or empowerment programs. Various 
farming business loans (KUT), people's business 
credit (KUR), cash direct assistance (BLT), Raskin, 
underdeveloped village Inpres, Home Surgery then 
empowerment through PNPM and many other 
programs. 

Judging from the political will that exists, what 
the government has done in alleviating poverty is 
sufficient. Especially if the political will is measured 
by the disbursement of funds issued by the APBN 
(Sukidjo and Ali Muhson, 2010). Similar conditions 
also occur in regions including in Jambi Province, 
where the tendency for numbers and poverty levels 
tends to increase over the past 5 years. 

With various models and strategies and 
approaches that have been taken, the problem of 
poverty is still a development problem that has not 
been resolved so far. Thus another model and 
strategy is needed which is more appropriate in 
alleviating poverty, especially in the Jambi Province 
Rural Area. 

2 LITERATURE STUDY 

Poverty is often seen as an inability to pay minimal 
living costs (World Bank, 1990) although some 
experts argue that poverty is also a lack of access to 
services such as education, health, information, and 
lack of public access to development and political 
participation. The definition of poverty can also be 
viewed in terms of relative and absolute sides: (BPS, 
2014) 

Relative Poverty Relative poverty is a poor 
condition because of the influence of development 
policies that have not been able to reach all levels of 
society, causing inequality in income distribution. 
Minimum standards are prepared based on the living 
conditions of a country at a certain time. 

Absolute Poverty Absolute poverty is determined 
based on the inability to meet minimum basic needs 
such as food, clothing, health, housing and education 
needed to be able to live and work. Indonesia uses 
an absolute definition of poverty that is able to 
compare poverty in general and assess the effects of 
inter-time poverty reduction policies. 

World Bank (2000) as quoted by Jonathan 
Haughton and Shahidur R. Khander (2012) defines 
poverty as a lack of well-being. One approach used 
is to regard welfare as mastery of goods in general, 
so that people can be much better if they have 
greater resources. The main focus lies in the fact 
whether each household or individual has adequate 

resources to meet their various needs. Specifically, 
poverty is then measured by comparing the income 
and consumption of each individual with a set 
number of standards where they are considered poor 
if their income or consumption is below that 
standard. 

According to Robert Chambert as quoted by 
Achmad Fatony (2011), the essence of poverty is 
what is called Depriviation Trap which consists of 
five disadvantages that surround the lives of poor 
people, namely: poverty itself, physical weakness, 
alienation, vulnerability, and , helplesness. 

According to Chambers, of the five shortcomings 
of these shortcomings, the most needed attention is 
vulnerability and powerlessness. Vulnerability can 
be seen from the inability of poor families to provide 
something to deal with emergency situations such as 
the arrival of natural disasters, rising fuel prices or 
diseases that suddenly afflict families (subsistence, 
according to James Scott). This vulnerability often 
leads to poverty rockets or "driving wheels of 
poverty" which causes poor families to have to sell 
the most valuable assets for consumption needs so 
that the family becomes increasingly into the valley 
of poverty . Helplessness is considered the most 
significant factor in encouraging the process of 
poverty or impoverishment, because the process of 
exploitation is in this line in all its forms. Although 
the substance of powerlessness often appears in the 
form of exploitation, namely extortion by a stronger 
group 

Furthermore, World Bank (2008) as quoted by 
Made Kerta Adhi, I Ketut Ardana and I Made 
Maduriana , (2016), distinguishes poverty into three, 
namely absolute poverty, relative poverty, and 
cultural poverty. Someone belongs to the absolute 
poor if the income is below the poverty line, no 
enough to meet minimum living needs, bothb food, 
clothing, health, boards and education. While 
poverty relative poverty is an inner poverty level has 
to do with an absolute poverty line ratio or the 
proportion of income distribution (welfare) that is 
lame or uneven. Oscar Lewis stated, cultural poverty 
emerged as a result of the values or culture adopted 
by poor people, namely lazy, easy to give up on fate, 
lack work ethic and so on. kcultural emiskinan a 
domino effect from the shackles of structural 
poverty sits on society too long, or indirectly shows 
the link between structural poverty and cultural 
poverty that makes society apathetic,surrender, and 
view if something happens is fate In measuring 
poverty rates, there are several approaches, first the 
Economic approach Poverty from the economic side 
is measured through the income approach. Second . 
Purchasing Power Parity (PPP) approach . The 
World Bank defines the international poverty line as 
US $ 1 and US $ 2 per day in 1993 as measured by 
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the purchasing power parity approach . Purchasing 
power parity is defined as a method used to measure 
how much a currency can buy the same number of 
goods or services in international measurements 
because the prices of goods and services in several 
countries are different. While US $ 2 poverty 
measurement is intended for countries that are in the 
category of having middle income , such as East 
Asia and Latin America. This conversion number is 
calculated based on the price and quantity in each 
country collected in a survey which is usually 
carried out every five years. 

Third . Multidimensional Poverty Index 
(Multidimensional Poverty Index - MPI) definition 
of poverty is growing and not just judged by the 
monetarists. The United Nation Development 
Program (UNDP) develops the definition of poverty 
from various aspects by developing a 
multidimensional poverty index. The 
multidimensional poverty index identifies the 
inability of a person to fulfill their basic needs based 
on three dimensions, namely health, education, and 
living standards. These dimensions are further 
reduced to 10 indicators, namely nutrition, child 
mortality, school duration, school enrollment rates, 
cooking fuel, type of toilet, water, electricity, type of 
floor, and ownership of assets. The 
multidimensional poverty index calculation can be 
calculated from micro data sourced from household 
surveys. The MPI methodology can be modified to 
produce a multidimensional national poverty 
measure that reflects culture, economy, climate, and 
other local factors. International MPI is designed as 
an analytical tool to compare acute poverty between 
countries. 

The results of Mahmood Messkoub's ( 2008) 
study in Mena Arab countries (Arab and North 
Africa), found that economic growth and job 
creation were not good enough in reducing poverty 
in MENA Arab countries mainly due to the low 
growth rate of employment opportunities, due to the 
low skill possessed by workers. Poverty in Nigeria is 
a long-term problem. Judging from the incidence 
and dimensions of poverty, there has been an 
increase in poverty in urban areas from 17.2% in 
1980 increased to 58.2% in 1996, but fell back to 
43.2% in 2004. On the other hand, rural poverty 
increased from 28.3% in 1980, increased 69.3% in 
1996 and decreased slightly in 2004 to 63.3%. 
economic growth does not help much to reduce 
poverty. From the education dimension it shows that 
poverty is concentrated in the community with basic 
education ( Ben E. Aigbokhan, 2008 ).More than 
90% of the poor in Rwanda live in rural areas, most 
of the income sources of poor households come 
from wages working in the agricultural sector. As 
many as 91% of poor households are below the 

poverty line. Poor households that depend on a 
combination of working in the agricultural sector 
and as a laborer not more than 82% (Minestry of 
Finance and Economic Planning, 2007). 
 

3 RESEARCH RESULT AND 
ANALYSIS 

3.1. Overview Poverty in Jambi 
In general, the number of poor people in Jambi 
Province and in the municipal districts in Jambi 
Province in the last decade (2010-2017) tended to 
fluctuate, with the highest number of poor people 
being in 2015 with a total population of 300,710 
people. According to regencies / cities, the highest 
number of poor people in 2010 was in Jambi City, 
namely 52.6 thousand people, West Tanjung Jabung 
Regency 31 thousand people and Merangin District 
27.3 thousand people. Whereas in 2017 the highest 
number of poor people was found in Jambi City, 
namely 52.08 thousand people, West Tanjung 
Jabung Regency 36.33 thousand people and 
Merangin District 35.48 thousand people. Most of 
the regencies in the province have a poor population 
in 2017 compared to 2010, only Kerinci Regency, 
Sungai Penuh City and Jambi City have experienced 
a decline, although not much. 

Similar to the number of poor people, the 
majority of districts in Jambi Province, the 
percentage of poor people tends to increase in 2017 
compared to 2010. The districts are Merangin, 
Batang Hari, Tanjung Jabung Timur, Tanjung 
Jabung Barat, Bungo and Tebo. Referring to the data 
an interesting thing that can be studied is that in 
2011 was a good period where the percentage of 
poor people both Jambi Province and district / city 
decreased, in 2012 the percentage of poor people in 
Jambi Province and regencies / cities experienced an 
increase . In other words, 2012 was a turning point 
in the decline in development achievements in 
poverty alleviation. This condition occurs more due 
to the decline in people's purchasing power caused 
by the decline in prices of plantation and agricultural 
commodities. 

Aside from the number and level of poverty, the 
other problem picture of poverty is the depth of 
poverty (Poverty Gap Index) that is one of the 
indicators used to measure the level or average 
expenditure gap that occurs in each population, with 
a measurement standard limited by the poverty line. 
Districts with more than one poverty depth index 
during the period 2010-2017 are Sarolangun District, 
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Tanjung Jabung Timur, Tanjung Jabung Barat and 
Batang Hari. When associated with poverty levels, 
districts with high levels of poverty have a greater 
poverty depth index compared to districts / cities 
with low poverty rates. 

The problem of poverty lies not only in the 
number and percentage of the poor, but also the 
problem of poverty severity (Poverty Severity Index 
). The poverty severity index is an index that 
provides information about the description of the 
distribution of spending among the poor. The higher 
the index value, the higher the inequality of 
expenditure among the poor. 

The poverty severity index in the district / city of 
Jambi Province in 2010 was all less than 0.5. Sungai 
Penuh City and Merangin Regency have the smallest 
poverty severity indexes of 0.11 and 0.13 
respectively, while the largest are Tanjung Jabung 
Barat (0.67) and Jambi City (0.49). While for 2017 
the smallest poverty severity index was Sungai 
Penuh City and Muaro Jambi respectively 0.03 and 
0.07, while the largest were Tanjung Jabung Timur 
District (1.05) and Sarolangun District (0.69). 
 
3 .2. Characteristics of Poor Households 
3 .2.1. Age 
The influence of this age can be attributed to 
experience and maturity of thinking and acting in 
dealing with every problem and problem in family 
life and in society in general. The description of the 
age distribution of respondents is presented in Figure 
1. Based on figure 1, it can be described that the 
highest number of poor household heads are at the 
age of 35-44, which is 26.70. 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
Figure 1: Age Distribution of Poor Rural Household 
Heads in Jambi Province in 2018. 
 
 
 

 
3.2.2. Education 
Education plays a very important role in shaping 
one's mindset and pattern of action. The higher a 
person's education, the better the pattern and pattern 
of the pattern, including its ability to analyze an 
issue. In the context of poverty alleviation, education 
is considered a breaker in the poverty chain. It can 
be informed that most of the education levels of poor 
household heads of respondents are elementary 
schools (East Jabung Tanjaung, Tanjung Jabung 
Barat and Batang Hari) and SLTP (Sarolangun 
District).  

According to the Regency, Tanjung Jabung 
Timur Regency has the highest number of 
elementary school graduates (56.60%), junior high 
school (22.64%) and senior high school (20.75%) 
and there is no academy or university education. 
Tanjung Jabung Barat Regency has the highest 
number of elementary school graduates (46.19%), 
senior high school (33.30%), junior high school 
(18.71%) and academics or tertiary education with 
1.75%. Batang Hari Regency has elementary 
(73.86%), junior high school (22.72%) and high 
school (2.72%) and academy or tertiary education 
with 1.14%. Whereas in Sarolangun District, there 
were elementary school education (46.96%), high 
school (25.75%) and junior high school (21.21%) 
and Academy or Higher Education as much as 
6.06%. In general, the education level of the heads 
Of poor households is of low primary and secondary 
education. The details are East Tanjung Jabung 
District 79.24%, Tanjung Jabung Barat 64.90%, 
Batang  Hari 95.52% and Sarolangun 68.11%. 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
Figure 2: Distribution of the Education Level of 
Poor Rural Household Families in Jambi Province in 
2018. 
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3 .2.3. Work and Working Hours 
In general, poor families depend their lives mainly 
on the primary sector namely agriculture, plantations 
and fisheries or forestry compared to other sectors . 
S ost respondents living in the field of business 
sector and the primary sector, especially agriculture 
and fisheries. Viewed by regency, Tanjung Jabung 
Timur Regency is the main occupation of poor 
families dominant in the agricultural sector (56.14%) 
and fisheries (19.29%), West Tanjung Jabung 
Regency in the fisheries sector (52.40%) and trade 
(21.68 %). Batang Hari Regency in the agricultural 
sector (31.82%) and fisheries (30.68%). Then 
Sarolangun District 54.54% worked in the 
agricultural sector, trade (13.65%) and processing 
industries, especially CPO and Rubber processing 
(13.65%) 

Based on information as obtained by almost no 
poor people who have side jobs. Thus it can be 
concluded that the lives of poor households rely on 
the main work or main work of agriculture, fisheries 
and trade (trade with very little capital). 

Judging from j am workweek heads of poor 
households in the province of Jambi between 14 to 
more than 55 hours per week. Referring to the BPS 
criteria as stated earlier, it can be concluded that 
Sarolangun and Tanjung Jabung Barat Regencies 
working hours of family heads 35 hours and above 
(full working) reached 77.26% and 81.86% 
respectively. Whereas Tanjung Jabung Timur and 
Batang Hari districts with working hours of family 
heads 35 hours and above are 63.28% and 30.67% 
respectively. The head of the household included in 
the usual under employment category (working 
hours 14-34 hours) is mostly in Batang Hari 
Regency (64.77%) and Tanjung Jabung Timur 
(32.14%) while belonging to the category of critical 
unemployment only in Batang Hari Regency and 
Tanjung Jabung Timur 4.54% and 3.57% 
respectively. The relative number of poor household 
heads working normally (working above 35 hours 
per week), but still in the poor category indicates: 
1. Not always long working hours can create / 

generate more income. 
2. The heads of poor households generally work in 

the traditional agricultural, plantation and 
fisheries sectors 

3. The head of a poor household works more on 
relying on the power of his strength rather than 
skill or skill. 

4. With long working hours, even with low 
income, poor families can survive. 

 
 

3.2.4. Structure and Education of 
Household Members 
The results of the study showed that the structure of 
family members of poor households in the Rural 
Province of Jambi was generally the core family. 
There are only 1.28% in the West Tanjung Jabung 
Regency and 0.33% in the Batang Hari Regency in 
the broad sense. This condition is very reasonable, 
considering that poor families have limitations, 
making it difficult for them to invite or 
accommodate other people to live with them. 

Viewed from the burden of dependents, one 
family head has a burden of between two and three 
people and three to four people. Tanjung Jabung 
Timur and Batang Hari Regencies have a burden of 
2-3 people per family and Tanjung Jabung Barat 
Regency and Sarolangun have a burden of 3-4 
people. 

In general, the education level of the family 
members of poor households in each district is 
relatively different. In Batang Hari Regency it is 
more concentrated in elementary school (52.84%) 
and junior high school graduates (26.42%), in 
Tanjung Jabung Barat and Tanjung Jabung Timur 
Regencies concentrated in senior secondary 
education with 45.93% and 49.03% respectively. 
One more interesting thing happened in Sarolangun 
District, where 34.81% of poor family members 
were educated in Higher Education and 33.03% had 
high school education. This illustrates that the 
fighting capacity of poor families to get out of 
poverty through education is very high compared to 
other districts. 
 
3.2.5. Residence 
Judging from the status of home ownership, most of 
the respondents live in their own homes between 
69.0% and 95.45%. Tanjung Jabung Timur 
Regency, the majority of poor families occupy their 
own homes (73.80%) and parents' (22.61%).While 
in Tanjung Jabung Barat Regency owned by 
themselves (69.0%) and rent (19.88%), Batang Hari 
Regency belongs to itself (95.45%) and belongs to 
parents (4.54%). Sarolangun Regency occupies the 
most part of the house itself (87.87%), owned by 
parents and each rent is 6.06%. The data shows that 
there is still a need for assistance policies for the 
construction of poor family homes in all sample 
regions, especially in the East Tanjung Jabung and 
Tanjung Jabung Barat Regencies. These 
considerations are due to the relatively large number 
of poor families who do not have their own homes. 
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3.2.6. Source of Information 
The main source of information for rural poor 
households in Jambi Province is PLN with the 
number of households between 94.74% and 100%. 
According to the regency, the main source of 
information for poor family households in each 
district other than East Tanjung Jabung Regency is 
PLN which reaches 100%. Especially for East 
Tanjung Jabung Regency there are still 5.26% of 
poor families using Kerosene Lamps. 
 
3.2.7. Source of Clean Water 
The source of clean water used by poor households 
is mostly dug wells or Drill wells with up to 59.09% 
to 99.41% of poor sample households. Source of 
clean water comes from dug wells or bore wells in 
Tanjung Jabung Barat District (99.41%), Most rivers 
in Tanjung Jabung Timur (22.61%), Most Rainwater 
in East Tanjung Jabung (5.95%) and most PDAMs 
in Sarolangun Regency ( 49.90%). 
 
3.2.8 . Income and Assets 
In general, the monthly income of the heads of poor 
households is between Rp.500,000 and 
Rp.2,000,000. Only 7.92% up to 18.18% of the 
income of the household heads of poor households is 
less than Rp.500,000 and 10.0% to 13.63% of the 
income of the heads of poor households is more than 
Rp.2,000,000. 
 
3.2.9 . Household expenditure patterns 
Theoretically expenditure follows income, meaning 
that the greater one's income, the greater the 
expenditure. On the other hand, the smaller the 
income of a person or family, the greater the share of 
income that is used for food or food expenditure. 
Viewed from the distribution of expenditure of poor 
households, most of them are concentrated in food 
expenditure between 83.00% and 95.65%, while 
non-food expenditure is between 4.34% to 17.00%. 
This proves that the largest expenditure of poor 
families is concentrated in food expenditure and at 
the same time records the low capacity of poor 
families to finance non-food expenditure. 
 
3.2.1 0 . Asset ownership 
The inability of poor families to have assets, 
especially productive assets, is allegedly one of the 
causes of the poverty of a household from an 
economic perspective. The absence or lack of 
ownership of productive assets makes it difficult for 
poor families to get out of poverty. The results 
showed that of the 391 respondents, poor households 
that had assets were 69.00% to 95.45%. According 

to the districts of poor households that have the most 
assets in Batang Hari Regency (95.45%), then 
Sarolangun District (87.87%), Tanjung Jabung 
Timur (73.80%) and Tanjung Jabung Barat District 
(69.00%). 
 
3.2.1 1 . Health and Medical Complaints 
There is a positive correlation between the level of 
income and the degree of public health, the higher 
the income of a family the higher the degree of 
health, and vice versa. Poor families are usually very 
vulnerable to health problems. Based on the results 
of the study, generally complaints about the health 
of rural poor households in Jambi Province are 
cough, heat and colds, especially in Batang Hari and 
Tanjung Jabung Barat Regencies. The main health 
complaints of poor households in Tanjung Jabung 
Timur and Tanjung Jabung Barat Districts, Batang 
Hari and Sarolangun are Batuk and Panas. 

Meanwhile, when viewed from facilities or 
facilities for treatment of families of poor 
households in rural areas, Jambi Province is 
generally treated at Puskesmas with respondents 
reaching 61.81% to 93.18%. According to the 
regency, the highest number of treatment for 
families of poor households in East Tanjung Jabung 
Regency is Puskesmas (61.81%), health and 
traditional labor practices respectively 7.27. In 
Tanjung Jabung Barat District, there are Puskesmas 
(68.23%), doctor practices (12.35%), health 
personnel practices (8.23%) and hospitals (5.88%). 
Furthermore, the Batang Hari District Health Center 
was 93.18% and the hospital was 4.54%. Then 
Sarolangun District has 64.51% Puskesmas, 16.12% 
doctors and hospitals practice 6.45%. 

 
3.3. Strategy and Model for Accelerating Poverty 
Reduction 
Based on information obtained from respondents, 
poverty in Rural Jambi Province caused by: 

1. Lack of capital 
2. Lack of capital to buy fertilizer 
3. Lack of business fields 
4. Low education 
5. Lack of knowledge 
6. Lack of information 
7. HR is unable to compete 
8. Lack of skill 
9. Age factor 
10. Lack of knowledge about entrepreneurship 
11. Lazy to work 
12. Descent 
13. Lack of government assistance and attention 
14. Non-permanent income 
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15. Rubber prices continue to decline 
16. Lack of public transportation customers 
17. Low purchasing power 
18. High prices of basic goods while low income 
19. Small business opportunity 
Based on the previous problems, which are the 

main causes of poverty in the Jambi Province, the 
strategy that can be done is to find a solution from 
the source of the problem. In other words the model 
that can be done is based on or based on the self of 
the poor himself. All respondents are eager to get 
out of poverty, meaning that there has been an 
encouragement from within themselves to change 
their destiny. 

Job creation, capital assistance , improvement of 
poor family education, improvement of knowledge 
and skills through training, guidance, vocational 
training centers so that their human resources can 
increase and have competitiveness, provide access to 
and information services as wide as possible both 
employment opportunities, assistance government, 
training and others, developing entrepreneurial 
capabilities, encouraging work culture, increasing 
people's purchasing power, and enforcing inflation. 
Some of the efforts expected by poor households to 
get out of poverty are through business: 

 
a. Tanjung Timur Regency 
1. Trade 
2. Business credit 
3. Online business 
4. Area nut business 
5. Raising native chickens 
6. Raising chickens pot o ng 
7. Open a grocery store 
8. Farming 
9. Open a cafe business 
10. Open a breakfast business 
11. Raising catfish 
12. Trade results own fish catch 
13. Fishing business 
14. Fish cultivation 
15. Recycle items and sell them 
16. Make shrimp crackers 
17. Open a restaurant 
18. Trade fish 
 
b. West Tanjab Regency 
1. Trade 
2. Trade fish 
3. Fish container 
4. Fish processing business 
5. Opening a UMKM business 
6. Candied business 

7. Has pompong and fishing gear 
8. Cracking business 
9. Food shop business 
10. T u kang Enterprises sewing 
11. Business for washing cars and motorbikes 
12. Areca shop 
13. Buying and selling coconuts 
 
c. District Batanghari 
1. Food shop business 
2. T u kang Enterprises sewing 
3. Open a selling kiosk 
4. Fish cages 
5. Gardening 
6. farming 
7. Open a chicken farm 
8. Trade 
 
d. Sarolangun Regency 
1. Trade 
2. Open a restaurant 
3. Open a shop 
4. Raising S fire 
5. Raising goats 
6. Raising chickens 
7. Raising quails 
8. Fruit gardening 
9. Selling on the market 
10. Open a workshop business 
11. Open chili land 
12. Wood furniture business 
13. Open your own rubber land 
14. Open your own palm land 
15. Continuing the bamboo business 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
Figure 3: Model of Accelerating Rural Poverty 
Reduction Jambi Province 
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4 CONCLUSION AND 
SUGGESTION 

4.1. Conclusion 
1. Most districts in Jambi Province, the percentage 

and number of poor people tend to increase in 
2017 compared to 2010. 

2. The model of accelerating rural poverty 
alleviation in Jambi Province which can be 
formulated is to encourage poor families to get 
out of poverty with the main actors being poor 
families themselves by always getting attention 
from the central government, regional 
government, private sector and universities in the 
form of coordination and integration. 

3. The main strategy that must be done is to 
empower the abilities, talents and skills of poor 
families and reduce all the limitations that exist 
in these poor families. 

 
4.2. Suggestion 
1. The basic need approach for some poor people 

still needs to be done 
2. Job creation, improvement of skills and 

knowledge and opening access to and 
information as widely as possible for poor 
families in various aspects becomes very 
important. 

3. The poverty alleviation base is the poor and 
makes it a subject. 

 
 

REFERENCES 

Achmad Fatony, (2011). Poverty Alleviation Policy Based 
on Participatory Poverty Assessment: The Case of 
Yogyakarta. Journal of Socioconseptia volume 16 
number 02. 2011 

BPS, (2014). National Poverty Profile and Analysis. 
Ben E. Aigbokhan, (2008). Growth, Inequality and 

Poverty in Nigeria. ACGS / MPAMS Discussion 
Paper No.3. Prepared for United Nations Economic 
Commission for Africa (UNECA) Addis Ababa, 
Ethiopia February, 2008. Economic Commission for 
Africa. 

Haughton Jonathan and Khander Shahidur R, (2012). 
Guidelines on Poverty and Inequality: Handbook on 
Poverty and Inequlaity. Salemba Empat. Jakarta 

Hyun H. Son and Nanak Kakwani, (2004). Economic 
Growth and Poverty Reduction: Initial 

Conditions Matter United Nations Development Program. 
Working Paper Number 02 August 2004. 

Made Kerta Adhi, I Ketut Ardana, I Made Maduriana , 
(2016). Actors Causing Cultural Poverty and Local 
Wisdom-Based Eradication Models: A Study of the 
Poor in the Kintamani Mountains, Bali . Journal of 
Bali Studies Vol. 06, No. 02, 

October 2016. Mahmood Messkoub, (2008). Economic 
Growth, 

Employment and Poverty in the Middle East and North 
Africa. Workin  Paper No. 460. Institute of Social 
Studies. 

Mike I Obadan. Poverty Reduction in Nigeria: The Way 
Forward. CBN Economic review Volume 39 No. 4. 

Minestry of Finance and Economic Planning, (2007). The 
Republic of Rwanda: Economic Development and 
Poverty Reduction Strategy. 2008-2012. 

Okoroafor, Michael Onyedikachi and Nwaeze Chinweoke, 
(2013). Poverty And Economic Growth In Nigeria 
1990–2011. The Macrotheme Review 2 (6), SI-IMT, 
2013. 

Sukidjo and Ali Muhson, (2010). Model of Empowerment 
of Poverty Alleviation Based on Local Institutions 
and Business Development in the Special Province 
of Yogyakarta. Yogyakarta State University. 
Yogyakarta 

UNICEES 2018 - 1st Unimed International Conference on Economics Education and Social Science

576



Interdependence Analysis of Factors Affecting Indonesia’s of 

Payments 

T. Citra Nisa Farza1, Fitrawaty2 and Muhammad Yusuf2 
1Post Graduate of Economics, Universitas Negeri Medan, Medan, Indonesia 

2,3 Faculty of Economics, Universitas Negeri Medan, Medan, Indonesia 

t.citranisafarza@yahoo.com 

Keywords: Balance of Payments, Inflation, Exchange Rate, Interest Rate, Money Supply, Gross Domestic Product, 

VECM 

Abstract: This study aims to analyze the interdependencies between variables on a reciprocal basis using the VECM 

method through a stationary test, determination of optimal lag, stability test models, and cointegration test. 

The result showed that: (1) In the short-term, inflation negatively affects the balance of payments; interest 

rate and GDP positively affect the balance of payments. In the long run, inflation is a positive effect on the 

balance of payments; interest rate and GDP negatively affect on the balance of payments. Meanwhile, the 

exchange rate negatively affect the balance of payments and money supply positively affect on the balance of 

payments both in the short-term and long-term (2) the test of Impulse Response Function indicate a positive 

response that given by the balance of payments toward the shock that occurred on inflation, exchange and 

interest rates towards the end of the period, while the response of the balance of payments to the shock that 

occurred in the money supply and GDP towards the end of the period is negative (3) the test of Decomposition 

Varian shows that at the end of the period of contributions, the balance of payments has decreased while the 

contribution of the exchange rate experienced enhancement. 

1 INTRODUCTION 

The adoption of an open economic system by many 

countries, including developing countries, is highly 

dependent on the high level of the economy. High 

economic growth can be realized through the 

application of expansionary policies. But in practice, 

this policy cannot be separated from the problem of 

imbalance between the high growth of demand and 

the limited capacity for available supply. This 

condition will cause shocks to the external balance 

such as the occurrence of high import volumes 

followed by low export volumes, high inflation as a 

result of excess demand. This will directly reduce 

competitiveness between countries which will 

ultimately exacerbate external imbalances so that it 

will further impact the deterioration of the current 

account in the balance of payments (Maipita, 2015). 

The balance of payments is an important 

application to analyze the economy (Astuti, 

Oktavilia, & Rahman, 2015) as one of the indicators 

that influence the actions of market participants who 

have an important role in the formation of a state 

income (Effendy, 2014). 
In the period of last ten years, the data shows the 

development of Indonesia's balance of payments 
fluctuating trend. In the second quarter of 2011, the 
balance of payments reached the highest surplus of 
USD 11,879 million, mainly driven by a surge in 
capital and financial account surplus reached USD 
12,849 million, a significant increase compared to 
USD 6,646 million in the previous quarter. 
Achievement of positive in the second quarter of 
2011 was not followed by the next quarter which 
recorded a BOP deficit of USD 3,960 million. The 
significant reduction was due to the capital and 
financial account which recorded a deficit of USD 
4,107 million (Indonesia’s Balance of Payments 
Report, 2011). 

 
Along with the development of the economic 

system, the theory of the balance of payments is also 

experiencing growth, but some researchers have 

argued that a more intensive school of thought which 

outlines the theory of the balance of payments is the 

Keynesian theory and the theory of Monetarist 

(Masdjojo, 2010). Both groups have a different view 
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in the analysis of the balance of payments, mainly 

located on the aspects of the factors that influence it,  

 

Table 1: BOP, Inflation, Interest Rate, Exchange 

Rate, Money Supply and GDP in 2013:1-2017:4. 

 
Source: Badan Pusat Statistik and Bank Indonesia 

the mechanisms of influence and propositions on the 

balance of payments. 

A few researchers who have examined the 

balance of payments in Indonesia, some of them such 

as (Boediono, 1979) with simultaneous models; 

(Hakim, 2000) and (Nusantara, 2000) with a single 

dynamic equation; (Masdjojo, 2010) and (Effendy, 

2014) with a model ECM and (Astuti et al., 2015) 

with a model of Thirlwall and Hussain. Most of these 

studies use monetary and Keynesian approach. These 

approaches explained that inflation, exchange rates, 

interest rates, money supply and Gross Domestic 

Product (GDP) have relevance in determining the 

balance of the current account and capital account 

ultimately affect the BOP. 

According to Keynesian theory, if the inflation 

rate of a country relatively increases toward trading 

partner countries, the current account balance will 

decrease due to the increase of imports. If the value 

of imports is higher than exports, it would cause a 

deficit of the balance of payments by the trade 

balance. Furthermore, the Keynesian elasticity 

approach views that the trade balance will only 

increase when the real exchange rate depreciates if 

the conditions of the Marshall-Lerner fulfilled. When 

the real exchange rate depreciates, it will cause the 

price of goods produced by the country abroad to be 

cheap and the price of foreign goods in the country is 

becoming more expensive. This condition will 

automatically increase exports and surplus of the 

balance of payments (Salvatore, 1997). However, the 

data shows that at Qtly. IV-2014 inflation rose to 8.36 

percent, but in the same period, BOP recorded a 

surplus of USD 2,410 million. Other than that, at 

Qtly. II-2015 exchange rate depreciated from 

Rp12,807/USD to Rp13,131/USD, but in the same 

period, BOP recorded a deficit of USD 2,925 million. 

This condition is not in accordance with Keynesian 

theory. 

Through the transmission of multiplier effects, 

the Keynesian theory explains the relationship 

between GDP and BOP, where if aggregate income 

increases, imports will increase and a BOP deficit will 

occur. Whereas Monetarists theory explains that GDP 

will affect the balance in the domestic money market 

through changes to the domestic demand for money 

that would bring in a surplus of the BOP. On the other 

hand, Keynesian through revenue mechanisms 

explains that the relevance of interest rates and BOP, 

where if interest rates rise, the decline in investment 

and a decline in aggregate income. This condition will 

reduce imports and cause the BOP surplus. his theory 

supports the results of (Ehikioya & Mohammed, 

2015) and (Chinedu, 2018) research which show 

results are statistically very small, in other words, the 

positive relationship between interest rates and 

balance of payments in Nigeria. 

While the Monetary theory explains if interest 

rates rise then through the balance of the money 

market, domestic money demand will increase so that 

the value of the domestic currency appreciates. This 

condition reduced exports and caused a balance of 

payments deficit. Monetarists outlook is consistent 

with the results of the study (Masdjojo, 2010) find 

that interest rates negatively affect balance of 

payments in both the short and long-term. 

Furthermore, this theory explains the relationship of 

money supply and the balance of payments based on 

the view that the balance of payments is a monetary 

phenomenon, where there is a relationship between 

the balance of payments of a country and the supply 

of money in it. The disproportion of the balance of 

payments is a reflection of an disproportion in the 

money market. Balance of payments surplus is a 

reflection of the excess money supply, while the 

balance of payments deficit is a reflection of the 

excess demand for money (Nopirin, 2000). 

Generally, this paper analyzes the 

interdependence of factors affecting Indonesia's 

balance of payments due to the conventional theory 

of macroeconomics, economic variables often have 

links with each other. Changes or shocks to one 

economic variable will also affect changes in other 

variables. The relationship is not even a one-way 

relationship but is a reciprocal relationship (Halwani, 

2002). The purpose of this paper to analyze the 

relationship and to analyze the contribution of shock 
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inflation (INF), exchange rate (EXC), the interest rate 

(IR), the money supply (MS) and Gross Domestic 

Product (GDP) against Indonesia's balance of 

payments (BOP). 

 

2 THEORETICAL FRAMEWORK 

Keynesian group thinking about balance of payments 

is based on economic theory John Maynard Keynes 

(1883-1946). Keynes argued that the balance of 

payments does not automatically achieve a balance 

but government intervention is required. Keynes 

instead argued that the level of wages and prices has 

a rigid nature and the state is always dealing with the 

issue of unemployment. Keynes's thinking was later 

developed by economists thereafter who focused on 

the balance of payments theory (Duasa, 2004). 

Elasticity approach emphasizes the effect of 

devaluation on the trade balance, the devaluation will 

improve the trade balance. It is called the Marshall 

Lerner Condition. The essence of the approach is that 

the improvement in the elasticity of the balance of 

payments occurs as a result of the devaluation and 

depends on the elasticity of foreign demand for 

exports and domestic demand elasticities for imports. 

It is assumed that the level of domestic and foreign 

prices is the same. If the elasticity of domestic exports 

is greater than one, exports will grow more than the 

percentage of devaluation. Therefore, the domestic 

balance of payments will increase. This will happen 

because of the increase in the value of exports, which 

will exceed the value of imports. However, the 

elasticity approach recognizes that the effect of 

exchange rate changes on the balance amount of the 

domestic currency traded, depending on the elasticity 

of supply and demand involved (Sakuntala, 2015). 

Sidney Alexander in 1952 introduced a new 

approach, namely the absorption approach, 

developed to highlight the importance of the change 

in income in the adjustment process. This approach 

argues that currency devaluation will lead to price 

inflation, which in turn would deprive the initial 

effects of rising prices. The resulting process can only 

be prevented if the inflation itself reduces aggregate 

demand for goods through re-distribution effects of 

approach or through a reduction in the real value of 

existing money balances (Danjuma, 2013).  

Monetarist group thinking on the balance of 

payments was first developed by the research 

department of the IMF headed by Mundell (1968) and 

then followed by others such as Johnson (1975, 1976, 

1977), Polak and others. The main basis of this 

approach is the suggestion that there is stability in the 

demand for money as well as the government does not 

take action sterilization (reduce or eliminate the 

influence of the balance of payments on the money 

supply). With the assumption that the government 

does not perform sterilization measures, then the 

surplus or deficit in the balance of payments is 

temporary In other words, the surplus or deficit will 

arise, which causes the money supply to increase or 

decrease until excess demand or money supply is lost 

(the money market becomes balanced). Therefore, the 

balance of payments that is not balanced a reflection 

of the imbalance in the money market. In the long- 

term, money market balance and the balance of 

payments will occur automatically. But if the 

government take action sterilization (cons with 

monetary approach), then the surplus or deficit of the 

balance of payments 

Table 2: Phillip-Perron Unit Root Test Results. 

 
Source: Eviews 10 (Processed) 

 

Table 3: Determination Optimal Lag Result. 

 
Source: Eviews 10 (Processed) 

will occur continuously (Nopirin, 2000). Based on the 

theory and some results of empirical studies that have 

been done by previous researchers, the research 

hypothesis is: 

 Inflation, exchange rates, interest rates, money 

supply, and GDP have interdependencies on 

Indonesia's balance of payments. 

 Shock Inflation, exchange rates, interest rates, 

money supply, and GDP contribute to 

Indonesia’s balance of payments. 

3 RESEARCH METHOD 

This research using Vector Error Correction Model 

(VECM) with the help of software EViews 10. 

VECM is a VAR form that is estimated because of the 

existence of non-stationary forms of data at the level 

but cointegrated. VECM is often referred to as the 
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VAR design for non-stationary series that has a 

cointegration relationship.  

The VECM specification restricts the long-term 

relationship of endogenous variables to converge into 

their cointegrated relationship, but still allows the 

existence of short-term dynamics. The use of VECM 

model analysis requires stationary test, determination 

optimal lag, model stability test, and cointegration 

test. 

4 RESULTS 

4.1 Stationary Test 
 

This test is performed to determine which variables 

were tested stationary or not. Stationary testing in this 

study has used the Phillip-Perron (PP) test with a 

critical value of 5 percent. In testing using EViews 

software, the guideline used is if the absolute value of 

PP t-statistic is greater than the critical value (by 

looking at the prob value must be less than 0.05), then 

the data is stationary. 

Based on the test table PP unit root test on a level 

(table 2) only variable BOP and MS are stationary. 

Furthermore is the integration degree test to station 

the data. Through the integration degree test at the 1st 

difference (table 2) was seen that all these data be 

stationary for all variables have prob value < 0.05.  

4.2 Determination of Optimal Lag 

The uses of VECM models are very sensitive to the 

lag length of the data used. Based on the calculations 

on each of the criteria provided in the program 

Eviews, optimal lag marked with a * (star). If the 

long-lag test showed that most of the asterisk is at the 

same lag, then the length of the lag is the lag. 

Based on the determination of optimal lag test 

(table 3) note that the criteria LR, FPE, AIC, and HQ 

is the recommended candidate lag 4, seen from 

asterisk most though criteria SIC recommend lag 0.  

4.3 Model Stability Test 

The stability of the model needs to be tested because 

if the model stability estimation is not stable then the 

analysis of Impulse Response Function (IRF) and 

Variance Decomposition (VD) becomes invalid. The 

test is stable or not the estimated VECM then 

checking through the roots of the characteristic 

polynomial. A VECM system is stable if all its roots 

have modulus smaller than one (Basuki & Prawoto, 

2016). Based on a stability model test results (table 4) 

note that the modulus of the entire root unit < 1 then 

the model specification is stable. 

4.4 Cointegration Test 

Cointegration test is performed to determine the 

existence of the relationship between variables, 

especially in the long-term. In testing using EViews, 

the guide is taken if the value of the trace statistic and 

the value of the Max-Eigen statistics > critical value 

5 persent, then the data cointegrated. Table 5 shows 

that the data cointegrated. Cointegration test results 

indicate that among the BOP movement, INF, EXC, 

IR, MS, and GDP have stability or equilibrium 

relationship and similarity of movements in the long 

term. 

Table 4: Model Stability Test. 

Roots of Characteristic Polynomial 

Root Modulus 

-0.038409 - 0.925213i  0.926010 

-0.038409 + 0.925213i  0.926010 

-0.809792  0.809792 

 0.490669 - 0.344704i  0.599647 

 0.490669 + 0.344704i  0.599647 

-0.569855  0.569855 

-0.175068 - 0.519075i  0.547803 

-0.175068 + 0.519075i  0.547803 

 0.255643 - 0.266422i  0.369234 

 0.255643 + 0.266422i  0.369234 

 0.275038  0.275038 

-0.022807  0.022807 

Source: Eviews 10 (Processed) 

Table 5: Cointegration Test Results. 

Rank Test (Trace) 
Rank Test (Maximum 

Eigenvalue) 

Trace                        

Statistic 

Critical 

Value                   

5% 

Max-Eigen              

Statistic 

Critical 

Value                    

5% 

 165.750

9 
95.75366 77.45187 40.07757 

Source: Eviews 10 (Processed) 

4.5 VECM Estimation with 4 Lags  

This study has used 6 variables with a number of 

observations of 52, then obtained a t-table value of 

2.01290 so that it can be analyzed the influence of 

variables in the short and long term. If the value of t- 

statistic > t-table value, it can be concluded that there 

is are significant effect and vice versa. Based on 
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estimates VECM with a lag of 4 (table 6) the 

hypothesis testing of each independent variable on 

Indonesia's balance of payments as follows: 

4.5.1 BOP Interdependence Period Ago toward 

BOP Now 

The estimation results indicate that the BOP(t-1) and 

BOP(t-2) positive and significant effect on the balance 

of payments current. This means that the increase in 

BOP(t-1) and BOP(t-2) will lead to the addition of BOP 

current balance. Meanwhile, BOP(t-3) and BOP(t-4) 

also has a positive effect but not significant to the 

BOP now. No significant effect shows that although 

the government has implemented a policy increase in 

exports and reduction in imports through import 

substitution policies and export promotion, still there 

is intervention by Bank of Indonesia on the monetary 

policy. On the other hand, allegedly because of the 

attitude of more rational economic actors, as the 

impact of the economic crisis of the past lessons, 

which in the short term they tend to "wait and see" to 

the changes that take place, before taking economic 

decisions. 

4.5.2 Infation Interdependence toward BOP  

Short-term estimation results indicate that the 

variable INF(t-1) and INF(t-4) positive and significant 

effect on alpha 5 percent against the BOP now. In the 

event of an increase in inflation will cause an increase 

in the balance of the BOP. These findings are 

inconsistent with the theory that rising inflation will 

cause a balance of payments deficit. This discrepancy 

can be explained as follows: in spite of the increase in 

inflation led to import prices cheaper than 

domestically produced goods. But suspected     

Table 6: VECM Estimation of Short-Term and Long-

Term BOP with 4 Lags. 

Variables Coefficient t-statistic 
Interpretatio

n 

Short-Term 

CointEq1 -1.146991 [-3.26677] - 

D(LNBOP(-1)) 0.708524 [ 2.48194] Significant 

D(LNBOP(-2)) 0.596875 [ 2.09609] Significant 

D(LNBOP(-3)) 0.521618 [ 1.54748] Insignificant 

D(LNBOP(-4)) 0.327448 [ 1.18011] Insignificant 

D(LNINF(-1)) 13.57924 [ 2.03559] Significant 

D(LNINF(-2)) -9.466290 [-1.41444] Insignificant 

D(LNINF(-3)) -3.682499 [-0.65244] Insignificant 

D(LNINF(-4)) 11.86841 [ 2.15374] Significant 

D(LNEXC(-1)) 25.52099 [ 0.63087] Insignificant 

D(LNEXC(-2)) -80.35120 [-1.74466] Insignificant 

D(LNEXC(-3)) 34.02898 [ 0.63263] Insignificant 

D(LNEXC(-4)) -83.77408 [-1.57192] Insignificant 

D(LNIR(-1)) 25.56936 [ 0.91883] Insignificant 

D(LNIR(-2))  30.32042 [ 1.16475] Insignificant 

D(LNIR(-3))  19.32322 [ 0.94912] Insignificant 

D(LNIR(-4)) 5.461924 [ 0.27860] Insignificant 

D(LNMS(-1)) 208.6157 [ 2.31346] Significant 

D(LNJMS(-2)) 332.8488 [ 3.29920] Significant 

D(LNJMS(-3)) 181.3044 [ 1.70782] Insignificant 

D(LNMS(-4)) 55.09422 [ 0.75236] Insignificant 

D(LNGDP(-1)) 281.5600 [ 1.27347] Insignificant 

D(LNGDP(-2))  300.5649 [ 1.32447] Insignificant 

D(LNGDP(-3))  203.6904 [ 0.87560] Insignificant 

D(LNGDP(-4)) 348.3178 [ 1.53747] Insignificant 

C -38.73327 [-2.33921] - 

Long-Term 

LNBOP(-1) 1.000000 - - 

LNINF(-1)  16.41184 [ 1.98655] Insignificant 

LNEXC(-1) -63.60414 [-5.20134] Significant 

LNIR(-1) -11.79401 [-0.90579] Insignificant 

LNMS(-1) 91.76460 [ 2.75204] Significant 

LNGDP(-1) -185.5906 [-2.39868] Significant 

C 1895.796 - - 

Source: EViews 10 (Processed) 

 

that more low import prices cannot be automatically 

led to imports growing faster than exports, due to 

consumer decision in increasing purchases of foreign 

goods is not only influenced by price alone, 

consumers also consider the rupiah exchange rate 

against foreign currencies. The weakening of the 

rupiah will cause consumers to prefer goods produced 

in the country so that imports declined. On the other 

hand, exports will increase because of the increased 

competitiveness which will increase the number of 

capital inflows in the country, so in the domestic 

economy led to inflation balance of payments surplus. 

Although these findings do not support the Keynesian 

theory, the results of this study support the findings 

of the study (Effendy, 2014) and (Danjuma, 2013) 

were also obtained results that inflation variable 

positive effect on the balance of payments.  

Meanwhile, the variable INF(t-2) and INF(t-3) 

negative and insignificant effect on the BOP now. 

The estimation results indicate that the INF long-term 

positive effect on the BOP but not significantly. No 

significant influence of the INF because of rising 

inflation in Indonesia is relatively low. This low 

rising inflation as a lubricant in the Indonesian 

economy which could further increase the national 

income. When national income increases, the BOP 

will rise. The results support the research conducted 

(Chinedu, 2018); (Effendy, 2014) and (Danjuma, 

2013) which states the rate of inflation in the Nigerian 

economy has positive statistics on the balance of 

payments.    
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4.5.3 Interdependence of Exchange Rate toward 

BOP  

Short-term estimation results indicate that the 

variable EXC(t-1) and EXC(t-3) and insignificant 

positive effect on the BOP now amounted to 

25.52099 and 34.02898. This means that if there is an 

increase exchange rate of 1 percent in the previous 

period, it will improve the balance of the BOP now at 

25.52099 percent and if there is an increase exchange 

rate of 1 percent in the three previous periods, it will 

improve the balance of the BOP now at 34.02898 

percent. 

Meanwhile, EXC(t-2) and EXC(t-4) and negative 

and insignificant effect on the BOP now. Long-term 

estimation results show that exchange rate has a 

negative and significant influence on alpha 5 percent 

against BOP, this means that changes in the domestic 

exchange rate negatively affect changes in BOP 

balance. These findings are consistent with the view 

of Keynesian and Monetarist. The results support the 

research conducted (Udochi, 2017); (Ali Shahzad, 

Nafees, & Farid Govt, 2017); (Azra Batool, Memood, 

& Khan Jadoon, 2015) and (Chiawa, Asare, & 

Dauran, 2013) who found the result that exchange 

rate depreciation has an impact on improving the 

balance of payments. 

4.5.4 Interdependence of Interest Rate toward 

BOP  

The estimation results indicate that the variable short-

term IR (t-1), IR (t-2), IR (t-3) and IR (t-4) has a positive 

effect but not significant at alpha 5 percent toward the 

BOP now. This result is consistent with the 

Keynesian theory which suggested a positive 

relationship between interest rates and changes in the 

balance of the balance of payments. if for some 

reason a country's domestic interest rate increases, 

then through the money market this condition will 

attract foreign investors to save their funds in the 

country's banking system. There is an increased 

inflow of foreign exchange effect on the surplus 

balance of capital and financial account (CFA) and if 

the Current Account (CA) has not changed, then the 

surplus CFA can cause BOP surplus. 

Meanwhile, the long-term estimation results 

indicate that IR variable has a negative impact and 

insignificant at alpha 5 percent against the BOP is 

equal -11.79401. The results support the research of 

(Masdjojo, 2010) and (Effendy, 2014) who found the 

result that the long-term interest rates had a negative 

effect and no significant effect on the balance of 

payments.  

4.5.5 Interdependence of Money Supply toward 

BOP  

Short-term estimation results indicate that the 

variable MS(t-1) and MS(t-2) have a positive and 

significant effect on alpha 5 percent toward the BOP 

now at 208.6157 and 332.8488. In the short-term 

increase in the money supply will lead to 

improvements in the balance of payment. These 

results are consistent with Monetarist theory, the 

mechanism can be explained through prices and 

incomes approach: that increases in the money supply 

should be linked to what occurred to the price level. 

Meanwhile, the variable MS(t-3) and MS(t-4) have a 

positive effect but not significant toward the BOP 

now. The insignificance can be explained that with 

the increase in the money supply can encourage an 

increase in aggregate demand. However, this 

condition is not followed by an increase in aggregate 

supply, then it will encourage inflation. Inflation 

further negative impact on exports. The decline in 

exports was not accompanied by a rise in imports is 

alleged to be the cause of insignificant influence 

money supply three periods ago and money supply 

four periods ago against the BOP now. On long-term, 

money supply  is also a positive and significant effect 

on alpha 5 percent against the BOP. These findings 

support the theory Monetarists, a positive relationship 

between money supply and BOP can also be seen 

from the data the development of money supply and 

BOP during the study period showed a trend equally 

increased (unidirectional). The findings of this study 

support the results (Udochi, 2017); (Azra Batool et 

al., 2015) and (Ehikioya & Mohammed, 2015) who 

obtained the result that the amount of money in 

circulation has a direct and significant effect on the 

balance of payments in Nigeria. 

4.5.6 GDP Interdependence toward BOP  

The results of short-term estimates indicate that 

GDP(t-1), GDP(t-2), GDP(t-3) and GDP(t-4) have a 

positive effect but not significant at alpha 5 percent 

toward the BOP now. The findings of this study are 

in line with Monetarist thinking which states that 

economic growth will affect the balance of payments 

balance through the mechanism of balance of money 

markets. That mechanism according to Monetarists 

theory can be explained by changes in the demand for 

money. The results of this study support the research 

of (Masdjojo, 2010) and (Azra Batool et al., 2015) 

who found the results that GDP has a positive effect 

on BOP in the short term. Whereas in the long run, 
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the GDP variable has a negative and significant effect 

on BOP. 

ECT is negative (convergen) of -1.146991 and 

significant at the alpha 5 percent. ECT value of 

1.146991 means that when there is an imbalance in 

the previous period by 1 percent, the BOP will adjust 

to the decreased -1.146991 percent. The difference 

between the balance of the BOP with a value that is 

equal to 1.146991 balance will be adjusted in 1 

quarter. 

 

4.6 Impulse Response Function (IRF) Test 

Analysis of IRF to see the response of each variable 

to the shock of other variables, not just in the short 

term but can be analyzed for some future horizon as a 

long-term information. IRF analysis also serves to see 

how long these effects occur (Basuki, & Prawoto, 

2016). In this study, IRF test results are shown in a 

tabular form which drawn along the 60 periods 

(quarter). The next will be seen in three periods, 

namely a period of short-term (1-4 quarters), medium 

term (5-20 quarters) and long-term (21-60 quarters). 

The IRF Indonesia’s balance of payments results 

(table 7) for the short term that each standard 

deviation of BOP shocks will be responded to by the 

BOP itself up to 0.151890. While each standard 

deviation of inflation shocks will be responded to by 

inflation to decline by -0.767687. This means that if 

an increase in inflation of 1 percent will result in a 

decrease in the BOP balance of -0.767687 percent, 

the higher the inflation, the lower the BOP. Every 

single standard deviation occurs exchange rate  

 

Table 7: Impulse Response Function BOP Test 

Results. 

 
Source: Eviews 10 (Processed) 

 

Table 8: Variance Decomposition BOP Test Resuts. 

 
Source: Eviews  10 (Processed) 

 

shocks, BOP will respond until it rises by 

1,945682. Every single standard deviation of interest 

rate shock will be responded to by BOP up to 

0.972387 which means that if an interest rate increase 

of 1 percent will result in an increase in BOP of 

0.972387 percent, the higher the inflation, the lower 

the BOP. Every single standard deviation occurs 

exchange rate shocks, BOP will respond until it rises 

by 1,945682. Every single standard deviation of 

interest rate shock will be responded to by BOP up to 

0.972387 which means that if an interest rate increase 

of 1 percent will result in an increase in BOP of 

0.972387 percent. Every single standard deviation 

occurs money supply shock, then BOP will respond 

until an increase of 0.16824. Every single standard 

deviation occurs when GDP shocks will be responded 

to by BOP up to 0.945733, the higher the GDP, the 

higher the BOP. 

In general, in the short term period (4th quarter) 

BOP responds positively to BOP variable shocks 

themselves, exchange rates, interest rates, money 

supply, and GDP. While the response given by BOP 

to inflation variable shocks is negative. In the medium 

term period (21st quarter) BOP responds positively to 

the shock of the BOP variable itself, inflation, 

exchange rates, and interest rates. While the response 

given by BOP to variable shocks of money supply and 

GDP is negative. In the long term period (60th quarter) 

BOP responds positively to inflation variable shocks, 

exchange rates, and interest rates. While the 

responses given by BOP to the BOP variable shock 

itself, the money supply and GDP are negative. 

4.7 Variance Decomposition (VD) Test 

VD analysis aims to explain the contribution of each 

research variable to the shocks caused to the main 

endogenous variables observed. This analysis is used 

to predict how much the variance contribution of each 

variable has an effect on other variables at present and 

future periods. The BOP VD results (table 8) show 

that in the first quarter of the BOP variance 

decomposition was determined by the BOP variable 

itself of 100 percent and continued to decline until the 

60th quarter. At the end of the short-term quarter, the 

contribution of other variables in preparing the BOP 

was 6.13 percent of inflation, 16.31 percent of the 

exchange rate, 7.04 percent of interest rates, 7.69 

percent of the money supply and 7.45 percent of 

GDP. But in the 4th quarter, the BOP variable itself 

still contributed the most to BOP. 

As the period increases to the end of the medium 

term period (20th quarter) the exchange rate variable 

starts to contribute more to the preparation of BOP 

Interdependence Analysis of Factors Affecting Indonesia’s of Payments

583



 

than the BOP variable itself is 45.27 percent. 

Meanwhile, the smallest contribution is given by the 

GDP variable of 3.96 percent. Contributions given to 

this exchange rate variable continued to increase until 

the end of the long-term period (60th quarter) by 63.16 

percent. While the BOP variable itself only 

contributed 8.04 percent, the rest were given variables 

of inflation, interest rates, the money supply, and 

GDP respectively at 8.50 percent, 6.50 percent, 10.77 

percent, and 3.04 percent. 

The contribution of each variable in this study has 

increased and decreased on a quarterly basis. Variable 

BOP itself and GDP decreased from short term to 

long term. Variable exchange rates and money supply 

increased contribution from short term to long term. 

Meanwhile, the variable inflation and GDP from 

short-term to medium term to increase contributions, 

contribute to the further decline in the medium term 

to long term. In the long term that contributes most to 

the BOP is a variable exchange rate. This shows that 

the exchange rate is one of the most important 

indicators to determine the surplus or deficit of the 

BOP balance in the future. The need for supervision 

and government intervention in maintaining 

exchange rate stability so that there is no shock to the 

equilibrium of external balance. 

 

5 CONCLUSIONS 

The VECM estimation results show ECT values of -

1.146991. This shows that in the case of Indonesia it 

takes approximately 1 quarter to achieve BOP 

balance. This illustrates the ability of the Government 

and Bank Indonesia to be relatively good in 

anticipating various changes that occur in the 

macroeconomy, especially those concerning BOP 

balance. 

The IRF test results indicate that the response 

given to the shock BOP variables that occur in the 

variable BOP itself, inflation, exchange rates, interest 

rates, money supply, and GDP tends to fluctuate at 

the beginning of the period and consistent towards the 

end of the period. BOP response to shocks that occur 

in the BOP itself disappeared towards the end of the 

period for forming the balance back. BOP response to 

shocks that occur in the variable inflation, exchange 

rates and interest rates towards the end of the period 

was positive and permanent. While the BOP response 

to shocks that occur in the variable of the money 

supply and GDP towards the end of the period was 

negative and permanent. 

The VD test results show that BOP variables, 

inflation, exchange rates, interest rates, money 

supply, and GDP each contribute to the BOP variable 

where the BOP contribution itself decreases while the 

exchange rate contribution increases until the end of 

the period. This shows that the exchange rate has a 

strong effect on the formation of the BOP balance in 

the long run. This finding is in accordance with the 

theory put forward by Monetarists. 

The government is expected to continue to 

improve the high economic growth mainly through 

increasing the number of exports and foreign 

investment. The high export and inflow of funds will 

contribute to the improvement of Indonesia's balance 

of payments balance. In addition, Bank Indonesia is 

expected to maintain the stability of the rupiah 

exchange rate against the USD. The exchange rate 

should find its equilibrium level to form the balance 

of payments. 

For further researchers who want to conduct an 

analysis of the balance of payments should develop a 

research model and add variables such as domestic 

credit. Because according to Keynesian and Monetary 

theory domestic credit has a relationship with the 

balance of payments. 
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Abstract:  Regional tax is one source for increasing regional income, in 2016 the regional tax in North Sumatra 
regencies and cities if averaged contribution of 6.14% to regional income means that the districts and cities 
in North Sumatra are very dependent on the central government through funds balance to manage his own 
household. This study aims to test and analyze simultaneously and partially the influence of population, 
investment, and inflation on gross regional domestic products and the influence of population, investment, 
and inflation on regional taxes with gross regional domestic products as intervening variables in districts 
and cities in the province North Sumatra. This type of research is quantitative research using secondary 
data. The research data used is panel data, with a population of 33 districts and cities in North Sumatra in 
2013-2016. The method used is multiple regression and path analysis by adding intervening / mediating 
variables with SPSS and AMOS program analysis tools. The results of simultaneous analysis that 
population, investment, and inflation have a significant effect on Gross Regional Domestic Product and 
population, investment and inflation have a significant effect on regional taxes through Gross Regional 
Domestic Product in districts and cities in North Sumatra Province. Based on partial research that 
population and inflation have a significant effect on Gross Regional Domestic Product and investment does 
not affect the Gross Regional Domestic Product. Then the Gross Regional Domestic Product can mediate 
the relationship between the population and inflation with regional taxes, while the Gross Regional 
Domestic Product cannot mediate the investment relationship with regional taxes. 

1 INTRODUCTION 

Legislation No. 32 of 2003 which has been replaced 
by law Number 23 of 2014 jo. Number 9 of 2015 
concerning regional government and law Number 33 
of 2004 concerning financial balance between the 
central and regional governments, with the issuance 
of the law, the regional government has been given 
the authority to regulate its own regional household. 
Each region certainly strives to fill the coffers of its 
budget which has been set in the Regional Budget 
(APBD), including from Regional Original Revenue 
(PAD), which is one of the sources of the PAD in 
the form of regional taxes. 

In accordance with the government system that 
applies in our country, taxes are managed by the 
central government and regional governments. 
Taxes managed by the central government are a 

source of state revenues contained in the State 
Revenue and Expenditure Budget (APBN), while 
taxes managed by regional governments are a source 
of regional revenue contained in the APBD. Based 
on law Number 28 of 2009 concerning regional tax 
and regional retribution, each for the type of tax has 
been clearly stipulated regarding the subject of tax 
and object tax and the tax rate that applies according 
to the existing rules. 

Law Number 33 of 2004 Fiscal Balance between 
the Central and Regional Governments stipulates 
that among regional financial receipts comes from 
PAD which consists of several components of 
income, namely tax returns, regional levies, regional 
company yields, and regional wealth management 
results after being separated from legal component 
of taxes, levies and other regional income. 

In an effort to finance increased expenditure, the 
government can increase taxes and / or loans. Higher 
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taxes will increase production costs and can reduce 
private sector investment. The government 
sometimes increases spending and investment in 
unproductive projects or the government sometimes 
mis-allocates resources and impedes economic 
growth (Olulu et al, 2014). The following are data 
regarding Regional Taxes in the Districts and Cities 
throughout the North Sumatra region. 

The overall contribution of regional tax to PAD 
in 2016 can be seen as an average of 54.90%, down 
0.66% from 2015, which is 55.56%, while we can 
see the contribution of regional tax to income of 
6.14%. This proves that the districts and cities in 
North Sumatra are very dependent on the Balancing 
Fund allocated from the central government to the 
regional government. Of the entire regencies and 
cities in North Sumatra province, only two regencies 
and cities have contributed to regional income, 
namely Deli Serdang district (10.70%) and Medan 
city (26.99%), the rest of the value of local tax 
contribution to regional income far below the 
average, where the average distance of each region 
should not be much different, even in North Nias 
district only 0.42% of the influence of regional tax 
on regional income can signify a low regional 
capacity in terms of earning income from the sector 
taxation to manage the household needs of the 
region and only expect assistance from the central 
government through a balance fund. 

Then the following are submitted regional tax 
ratios in the aggregate of provinces, districts and cities 
throughout Indonesia, where data is sourced from the 
Ministry of Finance (APBD processed 2016): 

 

Figure 1: Aggregate Provincial, District and City Tax 
Ratios. 

Based on tax ratio data in all provinces, it can be 
seen that the average national tax ratio is 1.9%. 
Provinces that have a tax ratio above the national 
average of 12 provinces as shown in the graph above. 
While the average local tax ratio in North Sumatra 
province is 1.7% below the national average of 0.2%. 
We can conclude the low potential of resources that 
can be extracted in North Sumatra. When compared 
with the province of Bali, which is 5.3%, the province 

of North Sumatra is very far behind while the tourism 
potential in North Sumatra is no less great than the 
province of Bali. 
The total tax for districts and cities in North Sumatra 
in 2013 amounted to Rp. 1,040,323,251,000 and for 
2014 Rp. 1,545,439,089,000, this shows a significant 
increase from 2013 to 2014, namely 67.3%. For 2015 
the total regional tax for each district and city is Rp. 
1,521,291,460,000 and in 2016 amounting to Rp. 
1,920,935,230,000 an increase of 79.2%. While from 
2014 to 2015 there was a decrease in the amount of 
regional tax by 1.58%, this can be seen from the data 
of districts and cities that experienced a decrease in 
regional taxes from 2014 - 2015 namely South 
Tapanuli, Labuhan Batu, Langkat, Tanjung Balai, 
Binjai, and Padang Sidempuan. 

The government is trying to increase PAD 
through regional taxes. According to (Richard A. 
Musgrave and Peggy B. Musgrave, 1993) the size of 
the tax is largely determined by the GRDP, so the 
GRDP has an effect on regional tax revenues. GRDP 
values in districts and cities throughout North 
Sumatra have increased from year to year, on the 
other hand regional income cannot be separated 
from national income in terms of concepts, 
definitions, metology, scope and data sources. This 
is intended to maintain the feasibility and 
consistency of the results of calculations and 
simplification in comparative studies and other 
analyzes, so the 2000 base year used at the national 
level has been simultaneously applied throughout 
Indonesia from the provincial to the district level 
which previously used the 1993 base year. 
One of the factors that influence PAD is GDP 
growth (Abdul Halim, 2001). According to Clark 
and Lawson good GDP growth shows a good 
condition of economic growth. Economic growth is 
an increase in real per capita income that continues 
to be sourced from within the region. By achieving 
high economic growth and equal distribution of 
income means that it can directly reduce poverty. 
The higher the regional GDP directly the regional 
tax increases, so that the revenue of PAD also 
increases (Lintan Gupita Prasedyawati, 2013). 

According to Robert Malthus, the consequence of 
a continuous increase in population is the demand for 
food is increasing (Adisasmita, 2005). Not only food 
needs, a large population also requires greater 
infrastructure and public infrastructure. North 
Sumatra Province is ranked fourth in the province 
which has the largest population in Indonesia. The 
development of the population will affect government 
spending, if the development of the population 
increases, the bigger budget will be needed. 
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With the increase in population and GDP per 
capita, it causes an increase in people's purchasing 
power. With the increase in people's purchasing 
power, regional income from the Tax sector has also 
increased. The economic development of a region is 
determined by the ability of the region to finance all 
program activities that it has planned. In order to 
implement the program, the regions need sufficient 
funding, which is one of the dominant contributors 
to fulfilling regional funding through regional taxes. 

Efforts to increase regional taxes are by 
increasing the welfare of the people in their 
respective regions, through increasing investment, 
increasing GDP, and stabilizing the pace of inflation. 
With the increase in people's welfare, it is expected 
that the ability and awareness of the community to 
pay taxes will be carried out well. 

The relationship of population, investment and 
inflation to local taxes has been widely investigated. 
In the Helti K A (2010) study in the analysis of 
factors that influence local taxation and the level of 
efficiency and effectiveness of collection stated that 
among the variables of inflation, population, and GDP 
that most affected local tax revenues was the 
population. Whereas according to Muchtolifah (2011) 
in the effect of GDP, inflation, industrial investment 
and labor on PAD stated that simultaneously and 
partially the GDP variable, inflation, industry 
investment and labor have an effect on PAD, the 
dominant variable affecting is GRDP. 

2 THEORETICAL FRAMEWORK 

2.1 Local Tax 

Regional Tax according is compulsory contributions 
made by individuals or entities to the regions 
without balanced direct compensation, which can be 
imposed based on applicable laws and regulations, 
which are used to finance regional government and 
regional development. Regional taxes have a dual 
role, namely as a source of regional income 
(budgetary) and as a regulator (regulator). 

Theories that support tax collection According to 
Aristanti Widyaningsih (2011: 11-12) the tax 
collection theory provides an explanation of the 
state's right to collect taxes. These theories are 
among others: 

Pikul Power Theory, The tax burden must be 
paid must be adjusted to the capacity of each person. 
To measure load power two approaches can be used: 

• Objective elements, seen from the amount of 
income and wealth a person has. 
• Subjective elements, taking into account the 
magnitude of material needs that must be met. 
Devotional Theory, The basis of the fairness of 
taxation lies in the relations between the people and 
their country. As dedicated citizens, the people must 
always realize that paying taxes is an obligation. 
Theory of Purchasing Power Principles, The basis of 
justice lies in the tax collection. It means collecting 
taxes means attracting purchasing power from 
community households for state households. 
Furthermore, the state will channel back to the 
community in the form of maintaining community 
welfare. Thus the interests of the whole community 
are preferred. 

2.2 Total Population 

The population of Indonesia in 2016 reached 262 
million with the assumption of a development of 
1.49% (World Bank Data) of the population issued 
by the 2016 Central Bureau of Statistics. Meanwhile 
for the population according to BPS data for the 
North Sumatra region it reached 4, 26 million, if the 
population in North Sumatra is set at 5.6% of the 
total population of Indonesia. 

Adam Smith's Theory, Adam Smith argues that 
supported by empirical evidence that high 
population growth will be able to increase output 
through increasing levels and expanding markets 
both domestic and foreign markets. The addition of 
high population accompanied by technological 
changes will encourage savings and also use 
economies of scale in production. Population 
addition is one thing that is needed and is not a 
problem, but as an important element that can spur 
development and economic growth. The amount of 
income can affect the population. If the population 
increases, the income that can be withdrawn also 
increases. The greater the number of residents will 
lead to increased demand for consumer goods, then 
will encourage the economy of scale in production, 
so that it will reduce production costs, and ultimately 
will affect Regional Original Income. With the 
tendency of population growth in turn, it will 
increase Regional Original Income (Sukirno, 2003). 

Population is an important element in economic 
activity and in an effort to build an economy. 
Increasingly fast population growth has made the 
proportion of the immature population to be higher 
and the number of family members increases. With 
the increasing population, it means that more goods 
and services are needed to meet the needs of the 
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population who can increase the amount of 
consumption, so that it can increase the per capita 
income of the region.  

2.3 Investments 

Investment can be interpreted as spending or 
expenditure on investors or companies to buy capital 
goods and production equipment to increase the 
ability to produce goods and services available in the 
economy (Sukirno, 2006). Harrod-Domar Theory 
Expressing that the model of economic growth is a 
development of Keynesian theory. The theory 
focuses on the role of savings and industry is very 
decisive in regional economic growth (Arsyad, 
1997). Some of the assumptions used in this theory 
are that: The economy is in full employment and 
capital goods in the community are fully utilized, In 
the economy of two sectors (Households and 
Companies) means the government sector and trade 
do not exist, The amount of community savings is 
proportional to the amount of national income, 
meaning the savings function starts from the original 
point (zero), The tendency to save (Marginal 
Propensity to Save = MPS) is fixed, as well as the 
ratio between capital and output (Capital Output 
Ratio = COR) and capital-output ratio (Incremental 
Capital Output), This theory has weaknesses, 
namely saving trends and capital-output increase 
ratios in reality are always changing in the long run. 
Similarly, the proportion of labor and capital use is 
not constant, prices are always changing and interest 
rates can change and will affect investment. In the 
endogenous growth model it is said that the 
investment returns will be higher if the aggregate 
production in a country gets bigger. It is assumed 
that private and public investment in the field of 
resources or human capital can create an external 
economy (positive externalities) and spur 
productivity that is able to compensate for the 
scientific tendency to decrease the scale of yield.  

An interesting implication of this theory is being 
able to explain the potential benefits of 
complementary investment in capital or human 
resources, infrastructure facilities or research 
activities. Given that complementary investments will 
generate personal and social benefits, the government 
has the opportunity to improve the efficiency of 
domestic resource allocation by providing various 
types of public goods (infrastructure facilities) or 
actively encouraging private investment in 
technology-intensive industries where human 
resources are accumulated. Thus this model 
encourages active government participation in 

managing investment both directly and indirectly. 
In Indonesia, investment or investment can be 
classified into two parts, namely: Domestic 
Investment (PMDN) and Foreign Investment (PMA). 

2.4 Inflation 

Increase the price of just one or two items not called 
inflation, unless the increase extends to a large part 
of the price of other items. 

Keynesian Theory, Inflation occurs because a 
society wants to live beyond the limits of its 
economic capacity. The inflation process, according 
to this view, is nothing but the process of seizing 
part of sustenance among social groups who want a 
greater share of what the community can provide. 
The process of this struggle finally translates into a 
situation where people's demand for goods always 
exceeds the amount of goods available (the 
inflationary gap). According to Irving Fisher in 
Sadono Sukirno's book (2002: 25), the increase in 
general prices or inflation (P) is caused by three 
factors, namely the money supply (M), the velocity 
of money circulation (V), and the amount of goods 
traded (T). According to him inflation is the process 
of raising prices of general goods that apply in the 
economy. This does not mean that the prices of 
various items rise by the same percentage. The 
important thing is that there is a continuous increase 
in the general prices of goods for a certain period. 
The increase that occurs only once (although with a 
large enough percentage) is not inflation. 
Calculating Inflation Rate 

 GNP Deflator = (nominal GNP: real GNP) 100% 

2.5 Gross Regional Domestic Product 
(GRDP) 

According to (Sadono Sukirno, 2004) GDP is the 
value of all goods and services produced within one 
year in a certain area without distinguishing 
ownership of production factors, but more requires 
the existence of production factors used in the 
production process, GDP is one of reflection 
economic progress of a region. The increase in GDP 
will cause regional income from the tax and levy 
sector to increase. This has an impact on increasing 
PAD in the area.  

2.6 Effect of Gross Regional Domestic 
Product on PAD 

Gross Regional Domestic Products can be 
interpreted as the value of goods and services 
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produced in that country in a given year. These 
goods and services are produced not only by 
companies belonging to the population of the 
country but by residents of other countries who 
reside in that country (Sukirno, 2003). 

The higher a person's income, the higher the 
ability of people to pay various levies set by the 
government. In the macro concept, it can be 
analogized that the greater the GRDP obtained, the 
greater the potential for regional revenue.  

3 RESEARCH METHOD 

This study uses secondary data in the form of time 
series during the years 2013-2016. The location of 
this study is 33 (thirty three) regencies and cities in 
North Sumatra Province The scope of this research 
was carried out by focusing on the discussion of the 
influence of population, investment, and inflation 
and regional taxes on GRDP in districts and cities in 
North Sumatra Province 2013-2016 . 

Types and Data Sources of Research, This type of 
research is quantitative research, which is research 
that uses scientific methods that have criteria based on 
facts, use principles of analysis, use hypotheses, use 
objective measures, and use quantitative data. In 
collecting data and information needed for research, 
the data used is secondary data of City District in 
North Sumatra province in 2013-2016. 

Quantitative research tests the comparative 
causal relationship of measured (parametric) 
research variables. Comparative causal research is 
research that compares causal relationships between 
two or more variables in different time periods. This 
study aims to analyze the direct and indirect effects 
of independent variables on the dependent variable 
through an intermediate variable with a path analysis 
approach. This study uses statistics programs help 
SPSS and AMOS. 

 

Figure 2: Path Analysis Approach. 

4 ANALYSIS 

Multiple linear regression models (multiple 
regression analysis) can be called a good model if 
the model meets the assumptions called classical 
assumptions.  

The first thing to do is to examine whether the 
data is stationary or not. This Stasioneritas test needs 
to be done because a regression analysis should not 
be did when the data used is not stationary and 
normally if it still done the resulting equations then 
are a spurious regression. 

4.1 The Results of the Analysis of the 
Influence of Population, 
Investment, Inflation on GRDP 
Simultaneously and Partially 

4.1.1 Simultaneous Statistical Test (F) 

The probability value is 0,000. When compared with 
the significance value of the test results against α = 
0.05, then 0,000 < 0.05. That is, H0 is rejected 
means, there is an influence of population, 
investment, and inflation on GRDP simultaneously 
at a confidence level of 95%. 

4.1.2 Partial statistical test (t) 

The t statistic test is done by comparing the 
significance values smaller than α = 0.05. Can see 
the results of testing the statistics t (partial test) on 
the population, investment, inflation, against GRDP 
described as follows. Variable number of population 
has a coefficient number of 0.921 with a significance 
value of 0.000 smaller than α = 0.05. This means 
that partially the population variable has a 
significant positive effect on the GRDP variable. 

The investment variable has a coefficient number 
of -0.023 with a significance value of 0.447 greater 
than α = 0.05. That is, partially the investment 
variable has a negative and not significant effect on 
the GRDP variable. The inflation variable has a 
coefficient number of 0.175 with a significance 
value of 0.000 smaller than α = 0.05. That is, 
partially the inflation variable has a significant 
positive effect on the local tax variable. 
The path diagram is then made, then broken into 
sub-sectors so that the structure of the path analysis 
can be described as follows: 
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Figure 3: Analysis of Path Sub-sector 1. 

Y1 = α1X1 + α2X2 + α3X3 + ε1 
Y1 = 0.921X1 - 0.023X2 + 0.175X3 + 0.3332 
Where : 
ε1 = √ 1-R2 = √ 1 - 0.889 = √ 0.111 = 0.3332 
 

R2 value of the hypothesis of the influence of 
population, investment, inflation on GDP 
simultaneously and partially in Table 4.9 is 0.889, 
which means the coefficient of determination of the 
contribution of independent variables to GDP in the 
percentage of 88.9% (0.889 x 100%). This means 
that 88.9% of the contribution of GRDP variables in 
districts and cities in North Sumatra is explained by 
population, investment, and inflation, while 11.1% is 
explained by other variables. 

4.2 The Results of the Analysis of the 
Direct Effect of Population, 
Investment, Inflation, and GDP on 
Regional Taxes 

The estimation of the effect of population, 
investment, and inflation on local taxes with GDP is 
an intervening variable. 

4.2.1 Simultaneous statistical test (F) 

That the probability value is 0,000. When compared 
with the significance value of the test results against 
α = 0.05, then 0,000 <0.05. That is, H0 is rejected, 
meaning that there is an influence of population, 
investment, and inflation on local taxes with GDP as 
an intervening variable simultaneously at a 95% 
confidence level. 

4.2.2 Partial Statistical Test (t) 

The t statistic test is done by comparing the 
significance values smaller than α = 0.05. From the 
results of table 4.13 above, we can see the results of 
testing the statistics t (partial test) on the population, 
investment, inflation, against GRDP described as 
follows. 

Variable number of population has a coefficient 
number of 0.171 with a significance value of 0.165 

greater than α = 0.05. That is, partially variable 
population number has a positive and insignificant 
effect on regional tax variables. The investment 
variable has a coefficient number of 0.130 with a 
significance value of 0.003 smaller than α = 0.05. 
That is, partially the investment variable has a 
significant positive effect on the local tax variable. 

The inflation variable has a coefficient 
number of 0.094 with a significance value of 0.048 
smaller than α = 0.05. That is, partially the inflation 
variable has a significant positive effect on the local 
tax variable. 

GRDP variable has a coefficient number of 
0.663 with a significance value of 0.000 smaller than 
α = 0.05. That is, partially the GRDP variable has a 
significant positive effect on the regional tax 
variable. This can be shown in sub-sector 2 below: 

 

Figure 4: Analysis of Path Sub-sector 2. 

From the picture of sub-sector 2 the path equation 
can be made as follows: 
 
Y2 = 1X1 + 2X2 + 3X3 + 4Y1 + ε2 
Y2 = 0.171X1 + 0,130X2 + 0,094X3 + 0,663Y1 + 
0,466 
Where : 
ε2 = √ 1-R2 = √ 1 - 0.783 = √ 0.217 = 0.466 

 
The value of R2 of the second hypothesis of 

0.783. That is, the coefficient of determination from 
the contribution of independent variables to the 
dependent variable is 78.3% (0.783 x 100%). That 
is, 78.3% of local taxes are influenced by variables 
of population, investment, inflation, and GDP, the 
other 21.7% are influenced by other variables. 

4.3 The Results of the Analysis of the 
Influence of Population, 
Investment, and Inflation on Local 
Taxes with GDP as an Intervening 
Variable 

The testing of the hypothesis used is by conducting a 
path analysis approach between the independent 
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variables of population, investment, and inflation on 
the dependent variable of regional tax with GDP as 
an intervening variable. The applications used in this 
path analysis are SPSS and AMOS. 

 

Figure 5: Standardized Estimate Path Analysis. 

5 RESULTS 

The influence of one independent variable (X) on 
the dependent variable (Y), both directly and 
indirectly, is as follows: 

5.1 Effect of Population, Investment 
and Inflation on GDP 
Simultaneously and Partially 

The results of multiple regression analysis of 
variable population, investment, and inflation on 
GDP simultaneously are concluded that there is an 
influence of population, investment, and inflation on 
GDP in the districts and cities of North Sumatra as 
evidenced by conducting simultaneous testing with a 
significance value of 0,000 <0,05 and there is a 
simultaneous influence of population, investment, 
and inflation on local taxes with GDP as an 
intervening variable with a significance value of 
0,000 <0,05. 

The results of testing the variable population 
number on GDP shows a significance value of 0,000 
<0,05, with a coefficient of 0.921, meaning that the 
population has a significant positive effect on 
GRDP. It can be concluded that population is one of 
the factors to increase GRDP in regencies and cities 
in North Sumatra Province, the increasing number of 
population will also increase GDP. This is a reality 
that if the population is managed properly, namely 
by providing skills and improving education, the 
number of residents will be a strength and will 
contribute to the development process in this case 
the GDP will increase. 

Testing of investment variables against GRDP 
with a significance value of 0.447> 0.05, with a 
coefficient value of -0.762, meaning that investment 
has a negative effect that is not significant or does 
not affect GDP. The fact should be that with the 
increase in investment, the GRDP will also increase, 
because with the increase in investment, 
employment and labor will increase, with increasing 
employment, the income of each per capita will 
increase, which will increase GRDP.  

The test results of the inflation variable have a 
significant positive effect on GDP, this is evidenced 
by the significance value of 0.000 <0.05, with a 
coefficient of 0.175. Inflation is one of the important 
economic indicators that can provide information 
about the development of prices of goods and 
services paid by consumers. The annual GRDP 
increases along with inflation fluctuations due to 
economic growth, therefore with increasing inflation 
it will also increase GDP in the districts and cities of 
North Sumatra Province. 

5.2 Effect of Population, Investment, 
Inflation, and GDP on Regional 
Taxes 

The population based on the results of the study 
shows that the significance value is 0.165> 0.05 with 
direct coefficient of 0.17, meaning that the 
population has a positive and insignificant effect on 
local taxes in regencies and cities in North Sumatra 
Province, whereas if you see the effect of the 
population on taxes the area through GRDP has a 
significance value of 0,000 <0,05, meaning that if 
through GRDP, the total population has a significant 
effect on local taxes, with the indirect coefficient 
value of 0,607 and the total influence is positive 
0,78.  

Thus, if you look at the effect of population 
numbers on local taxes, this study is contrary to Tax 
is one of the important factors for investors in 
determining the decision to invest in a country. In 
theory, taxes affect investment decisions as long as 
the tax imposition affects the amount of costs and 
profits obtained by investors, so from this it can be 
concluded that in the districts and cities in North 
Sumatra Province the rate of regional tax imposition 
on investors is still low so investors invest their 
assets in the district and cities in North Sumatra 
Province. 

Analysis of the effect of inflation on district and 
municipal taxes in North Sumatra concluded that 
there was a significant positive effect of inflation on 
local taxes with a significance value of 0.048 <0.05. 
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Then if through GRDP, inflation has a significant 
positive effect on district taxes and the city of North 
Sumatra with a significance value of 0,000 <0,05, 
with indirect values of 0,119 and total influence of 
0,21. 

The influence of GRDP on regional taxes in 
aggregate has a significant positive effect because 
the significance value is 0,000 <0,05 with a 
coefficient of 0,663.  

6 CONCLUSIONS 

Population, investment, and inflation simultaneously 
influence the GRDP of regencies and cities in North 
Sumatra Province for the period of 2013 - 2016. 
Partially the population and inflation have a 
significant positive effect on GRDP, and investment 
has a negative or insignificant effect or no effect on 
GDP in regencies and cities in North Sumatra 
Province for the period of 2013-2016. 

The population, investment, inflation, and 
GRDP have a positive direct effect on local taxes in 
regencies and cities in North Sumatra Province for 
the period of 2013-2016. 

Variables for population, investment, and 
inflation affect regional taxes with GRDP as an 
intervening variable in districts and cities in the 
North Sumatra Province for the period of 2013 - 
2016. GRDP is not an intervening variable (unable 
to mediate) on investment relations with local taxes. 
GDP is an intervening variable (able to mediate) the 
relationship between population, and inflation with 
regional taxes. 
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Abstract: The aim of this paper is to analyse the effect of population, consumption and exports on economic growth in 
Indonesia. This study uses time series data in the period 2005-2017 obtained from the Badan Pusat Statistik 
(BPS) and Bank Indonesia (BI). This study uses multiple linear regression analysis using Eviews 10. The 
simultaneous test results show that population, consumption and exports have a significant influence on 
economic growth in Indonesia. The partial test results show that the population variable has a significant 
influence on economic growth in Indonesia, the consumption variable also has a significant influence on 
economic growth in Indonesia and the export variable also has a significant influence on economic growth in 
Indonesia. 

1 INTRODUCTION 

Economic development is a series of businesses and 
policies carried out by the government of a country or 
region to improve people's welfare. From the point of 
view of economics, development is defined as an 
effort to increase the growth of income per capita 
faster than the rate of population growth (Todaro, 
2011). 

Economic development is a multidimensional 
process which means that economic development has 
interrelated relationships and influences among the 
factors that produce economic growth. Development 
and economic growth have interrelated relations 
where development will encourage economic growth 
and economic growth can facilitate the economic 
development process itself.  

Gross Domestic Product (GDP) is a benchmark 
for the success of a country's development. from GDP 
data, the value of a country's economic growth can be 
determined, and economic growth is defined as the 
rate of increase in income per capita (Sukirno, 1981). 
 
 
 
 
 
 

 
 
 
 
 
 
 
 
 
 

 
Figure 1: Economic Growth in Indonesia 

(source : bps) 
 
Figure 1. describes the graph of economic growth in 
Indonesia in the period 2000 to 2017. Based on the 
picture, it can be seen that the condition of economic 
growth has fluctuated from year to year. The lowest 
growth conditions existed in 2001 around 3.60% and 
the highest condition of Indonesia's economic growth 
was in 2007 at 6.30%.   

In recent years, the percentage of Indonesia's 
economic growth has decreased. Then experienced a 
slight increase in 2017 where in the previous year 
Indonesia's economic growth of 5.00% rose to 5.10%. 
This change in economic growth is certainly 
influenced by variable variables supporting economic 
growth. 
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Theoretical economic growth is influenced by 
population (human resources), natural resources, 
physical capital, and human capital (Mankiw, 2009). 
As one of the factors that influence economic growth, 
the main role of the population is in terms of 
providing labor. Moreover, the population with 
superior quality of human capital will be a more 
productive workforce. Indonesia as a country with a 
large population is expected to be able to take 
advantage of the abundance of the population as a 
driving force for economic growth. 

Conceptually, the population affects the output of 
the economy. High economic output can be obtained 
from the production of goods and services carried out 
by residents. The more population, a country will be 
able to produce more goods and services, which 
means it can consume more goods and services. This 
will further encourage economic growth (Thuku et al, 
2013). 

Output is usually measured by Gross Domestic 
Product (GDP). Gross Domestic Product shows the 
total value of final goods and services produced by all 
economic units. Economic growth occurs when an 
economy is able to increase GDP from the previous 
period. 

On the other hand, Keynesian theory states that 
national income growth is determined by the amount 
of consumption expenditure, government 
expenditure, investment and net exports. To increase 
economic growth as measured by increasing national 
income, an increase in consumption demand, demand 
for government expenditure, investment demand, and 
demand is needed. export and import. The 
implementation of both concepts and theories 
(Classical and Keynesian) can be used to calculate 
economic growth both on a national scale and at the 
scale of regional macroeconomics. 

According to Salvator (1990), it implies that 
exports are one of the engines of economic growth in 
its study showing that exports are one of the main 
factors for developing countries to increase their 
economic growth. Increased exports by developing 
countries can drive output and economic growth. 

The impact of population, consumption and 
exports in their influence on economic growth in 
Indonesia still has to be studied. Thus, the process of 
improving the country's economy on a macro level 
can be achieved and felt by all communities in 
particular. From the description above, the author is 
interested in conducting research with the title " 
Effects of Population, Consumption and Exports on 
Economic Growth in Indonesia Period of 2005-2017" 

2 THEORICAL FRAMEWORK 

2.1 Population 
According to the Badan Pusat Statistik (BPS), 
population are all people who are domiciled in the 
geographical area of Indonesia for 6 months or more 
and / or those who live less than 6 months but aim to 
settle. According to Maltus (in Lincolin Arsyad, 
2010) that the general tendency of the population of a 
country to grow according to a series of 
measurements is to double every 30-40 years. 
Meanwhile, at the same time, due to the decreasing 
yield of the land production factor, the food supply 
only grows according to the arithmetical series. 
Because the growth of the food supply cannot keep 
pace with the very fast and high population growth, 
per capita income (in the farming community is 
defined as per capita food production) will tend to fall 
to very low, which causes the population to never 
stabilize, or only slightly above the subsiten level 

Population growth is a dynamic balance between 
two forces that increase or decrease the population. 
The development of the population will be influenced 
by the number of babies born but simultaneously will 
also be reduced by the number of deaths that can 
occur in all age groups. In the spatial context of 
population mobility also affects changes in 
population, where immigration will increase the 
population and emigration will reduce the population 
in a region. 

In the theory of growth according to Kuznet prior 
to the era of growth, the economic activities of the 
population were concentrated from the extractive 
primary sectors, namely agriculture, fisheries and 
mining. The process of economic growth has since 
been characterized by a diversification of sectoral 
activities with the growth of various types and types 
of industries (Djojohadikusumo, 2004). 
 
2.2 National Consumption 
Household consumption expenditure is one of the 
macroeconomic variables. A person's consumption 
expenditure is part of the income spent. If the 
consumption expenditure of all people in a country is 
added up, then the result is the consumption 
expenditure of the country concerned. 

In macro terms, public consumption expenditure 
is directly proportional to national income. The 
greater the income, the greater the consumption 
expenditure. The comparison of the size of the 
additional consumption expenditure to income is 
called Marginal Propensity to Consume: MPC. In 
societies whose economic life is relatively unstable, 
their MPC numbers are relatively large, while their 
MPS numbers are relatively small, meaning that if 
they get additional income, most of the additional 
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income will be allocated for consumption. This is the 
opposite to the people whose economic life is 
relatively more established. According to Rahardja 
(2001: 45), consumption expenditure consists of 
government consumption and public consumption.  

Some of the reasons underlying the level of 
consumption of the community or household are: 
a. Household consumption expenditure has the 

largest position in total aggregate expenditure. 
b.  Household consumption is endogenous in the 

sense that the amount of household consumption 
is related to other factors that are considered to 
influence it. Therefore we can compile economic 
models and theories that produce an 
understanding of the relationship between the 
level of consumption and other factors that 
influence it. The theory and model is known as the 
consumption model theory which has proven to be 
beneficial for macroeconomic managers. 

c.  The rapid development of society has resulted in 
the behavior of consumption behavior also 
changing rapidly. This is another reason that 
contains a study of household consumption 
remains relevant 

 
2.3 Export  
According to Curry (2001), exports are goods and 
services sold to foreign countries to be exchanged for 
other goods (products, money). The export process is 
an action taken to issue goods or commodities from 
within the country to enter them into other countries. 
The development of exports from a country is not 
only determined by the factors of comparative 
advantage but also by factors of competitive 
advantage. The essence of the competitive advantage 
paradigm is the superiority of a country in global 
competition in addition to being determined by 
comparative advantage (classical theories and H-O) it 
has and also because of protection or assistance from 
government facilities, also determined by its 
competitive advantage. Competitive advantage is not 
only owned by a country, but also owned by 
companies in that country individually or in groups. 
17 Another difference with comparative advantage is 
that competitive advantage is more dynamic with 
changes, such as technology and human resources 
(Tambunan, 2001). 
 
2.4 Economic Growth 
In general, economic growth is defined as increasing 
the ability of an economy to produce goods and 
services. Economic growth shows the extent to which 
economic activity will generate additional income for 
the community in a given period. Because basically 
economic activity is a process of using production 
factors to produce output, then this process will in 

turn result in a return of service to the factors of 
production owned by the community. With the 
economic growth, it is expected that people's income 
as the owner of production factors will also increase 
(Sukirno, 2006: 423).  

According to Kuznets economic growth is a long-
term increase in the ability of a country to provide 
more and more types of economic goods to its 
population; this ability grows according to 
technological progress, and institutional and 
ideological adjustments that are needed (Jingan, 
2010: 57).  

Thus it can be concluded that economic growth is 
a development in economic activity characterized by 
an increase in the output of goods and services which 
impacts on the increase in per capita income. 

Economic growth is an increase in the output of 
society caused by the increasing number of 
production factors used in the production process, 
without any change in "technology" production itself, 
for example output increases caused by the growth of 
capital stock or the addition of production factors 
without changes in production technology the old one 
(Arsyad, 2010: 96). 
 
2.5 Effect of Population on Economic Growth 
The economic growth rate can be attributed to the rate 
of population growth because in principle economic 
growth must be enjoyed by the population. The 
number of residents needs to be considered because 
besides being a subject, the population is also an 
object of development. Changes that have been made 
in the aspect of population will affect the 
development process and the objectives to be 
achieved. 

In the view of classical economists there are four 
factors that influence economic growth, namely the 
number of people, the amount of stock of capital 
goods, the area of land and natural wealth, and the 
level of technology used even though realizing that 
economic growth depends to many factors. But 
classical economists focus on the influence of 
population growth on economic growth. In their 
growth theory, it is assumed that the area of land and 
natural wealth are fixed in number and the level of 
technology has not changed. Based on this example, 
it is further analyzed how the influence of population 
growth on the level of national production and 
income (Sukirno, 2010: 433). 

According to classical economics, the law of 
additional yields that are increasingly scarce will 
affect economic growth. This means that economic 
growth will not continue. At the beginning, if the 
population is small and natural wealth is relatively 
excessive, the rate of return on capital from the 
investment made is high. Then entrepreneurs will get 
a big profit. This will get new investment and 
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economic growth materialized. Such circumstances 
will not continue. If the population is too much, the 
first thing will decrease the level of economic activity 
because the productivity of each population has 
become negative (Sukirno, 2010: 433). 
 
2.6 Effect of National Consumption on 

Economic Growth 
Household consumption expenditure is the value of 
expenditures made by households to buy various 
types of needs in a given year. The income received 
by households will be used to buy food, clothing, 
transportation services, pay for children's education, 
pay rent for houses and buy vehicles. These items are 
purchased by households to meet their needs. 
(Sukirno, 2010).  

Household consumption decisions are influenced 
by overall long-term and short-term behavior. Long-
term household consumption decisions are important 
because of their role in economic growth. As for 
short-term analysis, the role is important in 
determining aggregate demand. Consumption is two-
thirds of GDP.  

Keynes had an absolute consumption theory 
called the Keynesian Theory (Absolute Income 
Hypothesis). Keynes argues that the amount of 
household consumption depends on the income 
generated. The comparison between the amount of 
consumption and income is called Keynes as 
Marginal Propensity to Consume (MPC). This MPC 
is used to measure that the greater the income owned, 
then the level of household consumption is also high, 
and vice versa. 
 
2.7 Effect of Exports on Economic Growth 
Export is an international trade process that aims to 
gain profits so that each country will benefit from the 
occurrence of international trade, this occurs because 
the specialization of each country is different so that 
international trade will occur so that efficiency and 
specialization will occur in each country. In other 
words, cost comparative emphasizes that comparative 
advantage will be achieved if a country produces an 
item that requires fewer hours of labor than other 
countries so that production efficiency occurs. 
 The important function of the export component 
of foreign trade is that the state gains and gains 
national income, which in turn increases the amount 
of output and the rate of economic growth. With a 
higher level of output the vicious circle of poverty can 
be broken and economic development can be 
improved (Jhingan, 2000). Exports play an important 
role in the economic activities of a country. Exports 
will generate foreign exchange which will be used to 
finance the import of raw materials and capital goods 
needed in the production process which will form 

added value. According to Salvator (1990), it implies 
that exports are one of the engines of economic 
growth in its study showing that exports are one of the 
main factors for developing countries to increase their 
economic growth. Increased exports by developing 
countries can drive output and economic growth. 
 
2.8 Previous Research 
The results of the research by Darma Rika 
Swaramarinda entitled (2011) "The Effects of 
Consumption Expenditures and Government 
Investment on Economic Growth in Indonesia". The 
results of the study show that government 
consumption expenditure and investment expenditure 
have a positive effect on economic growth, there is a 
positive relationship between the expenditure of 
government consumption and economic growth in the 
study period. 

The research results of Dian Purnamasari entitled 
(2015) "Population and Economic Growth: A New 
Empirical Explanation". The results of the research 
show that the Estimated Results indicate that 
population density has a negative effect on the 
accumulation of human capital and the accumulation 
of human capital has a positive effect on output. This 
study concludes that a large population will have a 
positive effect on economic output if the population 
has superior quality of human capital. This means that 
the positive influence of population density on output 
occurs when high population densities encourage the 
accumulation of human resources. 

The research results of Christiawan Eka Arianto, 
et al, entitled (2015) "Influence of Population and 
Unemployment Rate on Economic Growth of Jember 
Regency". The results of the study show that from the 
results of the analysis carried out, conclusions can be 
drawn on the partial test (t test), it is known that the 
number of residents has a positive and significant 
influence on economic growth. While unemployment 
has a positive but not significant influence on 
economic growth in Jember Regency. 

The research results of Dian Fristia Alfiyanto 
entitled (2014) "analysis of the influence of 
population, labor, education level and government 
expenditure on economic growth in grobogan district 
in 1990-2012". The results showed that population, 
labor, government expenditure had a significant 
effect on gross regional domestic product (RGDP) 
while the education level did not have a significant 
effect on gross regional domestic product (RGDP). 

The results of Ismadiyanti Purwaning Astuti's 
research, Fitri Juniwati Ayuningtyas entitled (2018) 
"the influence of exports and imports on economic 
growth in Indonesia from 2000-2016". The results 
showed that exports had a positive influence on 
economic growth.. 
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Ari Muliyanta Ginting's research results entitled 
(2017) "analysis of the effect of exports on 
Indonesia's economic growth 2001-2015". The 
results showed that exports had a positive and 
statistically significant influence on economic growth 
in Indonesia.. 
 
2.9 Framework of Thinking 
Based on the explanation of the theory and previous 
research, the framework of this research can be 
described as follows: 
 

 
 
 
 
 
 
 
 
 
 
 
 

Figure 2: Framework of thinking 

3 RESEARCH METHOD 

This research was conducted in North Sumatra 
Province. The data used in this study are secondary 
data based on periodic data series (time series) from 
2005 - 2017 obtained from the Central Statistics 
Agency. The analysis technique used in this study is 
quantitative analysis techniques.  

In this study the independent variables were 
Population (X1), Consumption (X2) and Export (X3) 
in Indonesia in 2005 - 2017. Whereas the dependent 
variable was Indonesian Economic Growth in 2005 - 
2017. The analysis tools used were analysis multiple 
linear. The regression equation is as follows: 
 

Y = β0 + β1 LogX1 + β2 LogX2 + β3 LogX3+ μi 
 
Description: 
Y   = Economic Growth  
X1   = Population 
X2   = Consumption 
X2   = Export 
β0   = Constanta 
β1, β2, β3  = Regression coefficient 
μi    = Error term 
 
 This analysis aims to determine the Effect of 
Population, Consumption and Exports on Economic 

Growth in Indonesia from 2005 - 2017. In this 
analysis using the program Eviews 10 assistance 
which aims to see the effect of independent variables 
on the dependent variable. 

4 RESULT AND DISCUSSION 

4.1 Estimation Results 
Multiple regression analysis is a method used to 
determine the possible forms of relationships between 
variables, namely the independent variable and the 
dependent variable together with the help of the 
program Eviews 10, the following results are 
obtained: 
 

Table 1: Results of Multiple Regression Estimates 
Dependent Variable: LOG_PDBG  

Method: Least Squares  

Sample: 2005 2017  

Included observations: 13  

Variable
Coefficien

t Std. Error t-Statistic Prob.  

C -25.35258 1.680960 -15.08220 0.0000

LOG_POP 4.463171 0.212204 21.03250 0.0000

LOG_CONS 0.038451 0.025361 1.516129 0.0163

LOG_EX 0.043944 0.017869 2.459256 0.0362

R-squared 0.999823    Mean dependent var 12.33389
Adjusted R-
squared 0.999764    S.D. dependent var 0.092011
S.E. of 
regression 0.001414    Akaike info criterion -10.03659
Sum squared 
resid 1.80E-05    Schwarz criterion -9.862760

Log likelihood 69.23784    Hannan-Quinn criter. -10.07232

F-statistic 16925.10    Durbin-Watson stat 1.497590

Prob(F-statistic) 0.000000   

Source : Eviews output 
 

From the table of estimation results, the regression 
equation in this study is made as follows: 
 

Log_PDBG = -25.3525 + 4.4631*Log_POP + 
0.0384*Log_CONS + 0.0439*Log_EX 

 

From the above equation, the results that can be 
explained are as follows: 
1.  Constant value of –25,352, meaning that if the 

value of the Population, consumption and export 
value is 0, then the economic growth decreases by 
25,352%. 

2.  Value of β1 = 4,463, meaning that if the variable 
Total Population increases by 1% while the 
Consumption and Export variables remain then 
economic growth has increased by 4,463% Signs 
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(+) indicate there is a unidirectional relationship 
between population and economic growth. If the 
population increases, economic growth will rise. 

3.  Value of β2 = 0.038, meaning if the Consumption 
variable is 1% while the variable Total Population 
and Exports is fixed then economic growth 
increases by 0.038%. The sign (+) shows that 
there is a direct relationship between consumption 
and economic growth. If consumption rises, 
economic growth will rise. 

4.  Value of β3 = 0.044, meaning that if the Export 
variable is 1% while the variable Population and 
Consumption is fixed then economic growth 
increases by 0.044%. The (+) sign indicates a 
unidirectional relationship between exports and 
economic growth. If exports rise, economic 
growth will rise. 

 
4.2 Classic Assumption Test 
 

Multicollinearity  
 
Aim to find out whether there is a significant 
correlation between fellow independent variables. 
 

Table 2: Multicollinearity test 
 LOG_POP LOG_CONS LOG_EX 

LOG_POP 1.00000 0.79570 0.74349

LOG_CONS 0.79570 1.00000 0.75509

LOG_EX 0.74349 0.75509 1.00000

Source : Eviews output 
 

From the table above it can be seen that there are 
no variables that have a greater value (>) 0.8. so it can 
be concluded that there is no multicollinearity in the 
regression model. 
  
Serial Correlation (Autocorrelation) 
To detect the presence or absence of serial correlation 
in the research model. This study uses the Lagrange 
Multiplier test (LM Test) to detect the presence or 
absence of autocorrelation. From the results of testing 
the data obtained the results of the Prob -obs * R-
square value of 0.3580> 0.05. so that it can be said 
that there is no autocorrelation in the regression 
model 
 

Table 3: Autocorrelation test (LM Test) 
Breusch-Godfrey Serial Correlation LM 
Test:  
F-statistic 0.656926 Prob. F(2,7) 0.5477

Obs*R-squared 2.054411 
Prob. Chi-
Square(2) 0.3580

Source : Eviews output 
 

Normality 
From the results of testing the above data obtained 
results with a Probability value> α or 0.502220> 0.05. 
so it can be concluded that the data used in this study 
has a normal distribution and passes the normality 
test. 
 

0

1

2

3

4

-0.002 -0.001 0.000 0.001

Series: Residuals
Sample 2005 2017
Observations 13

Mean       2.39e-15
Median   0.000130
Maximum  0.001358
Minimum -0.002088
Std. Dev.   0.001225
Skewness  -0.580251
Kurtosis   1.906295

Jarque-Bera  1.377436
Probability   0.502220  

Figure 3: Normality test 
 
Heteroscedasticity 
 
To see the presence or absence of heteroscedasticity 
can be done by the White Heteroscedasticity test on 
Eviews by looking at the value of Prob Value –obs * 
R-square contained in the output table. 
 
Tabel 4. Heteroskedasticity test 

Heteroskedasticity Test: White 
F-statistic 3.3511 Prob. F(5,7) 0.0731

Obs*R-squared 9.1693 
Prob. Chi-
Square(5) 0.1025

Scaled explained SS 1.9914 
Prob. Chi-
Square(5) 0.8503

Source : Eviews output 
 

From the table above, it can be seen the value of 
Prob Value –obs * R-square of 0.1025> 0.05. it can 
be said that there is no heteroscedasticity in the 
regression equation model. 
 
4.3 Hypothesis Testing 
 

t Test 
The t test is used to test the independent variables on 
the dependent variable partially. From the results of 
testing the data obtained the value of Prob (t-statistic) 
<α that is equal to 0.0000 <0.05 for the variable 
Population. Thus the variable population has a 
positive and significant influence on economic 
growth in Indonesia. So, the higher the population, 
the higher the economic growth in Indonesia. 

The value of the Prob (t-statistic) consumption 
variable is 0.0163 <0.05. With the Prob value (t-
statistic) it shows that the consumption variable has a 
positive and significant influence on economic 
growth. So, the higher the consumption of the 
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community, the higher the economic growth in 
Indonesia. 

The value of the Prob (t-statistic) export variable 
is 0.0362 <0.05. With the Prob value (t-statistic) it 
shows that the export variable has a positive and 
significant influence on economic growth. So, the 
higher the export of the community, the higher the 
economic growth in Indonesia. 
 
F Test 
The F test is used to test the relationship of 
independent variables to the dependent variable 
simultaneously. From the results of testing the data 
obtained the value of Prob (F-Statistics) <α is equal 
to 0.000000 <0.05. Then the three independent 
variables, namely the population, consumption and 
export together influence economic growth in 
Indonesia. 
 
Coefficient of Determination (R2) 
The coefficient of determination is used to see how 
much influence the independent variables have on the 
dependent variable. The coefficient of determination 
is determined by the value of adjusted R-Square. 
Based on the estimation results obtained the value of 
R-Squared is 0.999823. This shows that the variable 
population, consumption and export are able to 
explain the variable of economic growth of 99.98%. 
While the remaining 0.02% is influenced by other 
variables not used in this study. 
 

5 CONCLUSIONS 

5.1 Conclusions 
Based on the results of the analysis and discussion 
that has been conducted, the conclusions can be taken 
as follows: 
1. The population has a positive and significant 

effect on economic growth in Indonesia 
2.  Consumption has a positive and significant effect 

on economic growth in Indonesia 
3.  Exports have a positive and significant effect on 

economic growth in Indonesia 
4. Population, national consumption and export 

simultaneously have a positive and significant 
effect on economic growth in Indonesia 

 
5.2 Suggest 
Based on the results of the discussion and 
conclusions, the suggestions that the author needs to 
describe are as follows: 

1.  Population, export consumption is able to explain 
the variable Economic Growth of 99.98% So that 
in taking government policy it is necessary to pay 
attention to other variables not examined. 

2.  For researchers interested in conducting studies in 
the same field, they should add a time span of 
research and other variables not used in the study. 
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Abstract: Money supply and demand play an important role in monetary policy in Indonesia's economy. This research 
aims to date back the effects of product Indonesia (SNI) gross (GDP), the BI Rate, price index (CPI), 
skating and exchange rates (Exchange) on demand for money and supplies in Indonesia. Data processing 
using data with quantitative empirical models of demand for money is a function of product Indonesia (SNI) 
gross (GDP), the BI Rate and Consumer price index (CPI). While the empirical model of money supply was 
a product of Indonesia (SNI) (GDP) gross, slide price index (CPI) and exchange rates (exchange rate) over 
the period 1993-2017. 

1 INTRODUCTION 

One of the problems that often occur in developing 
countries in implementing development is how the 
country maintains stability and economic growth. 
Economic stability concerns the stability of prices 
and the level of national income. A series of policies 
can be carried out by the government in an effort to 
stabilize. For example monetary policy, fiscal policy 
that aims to achieve price level stability. The market 
balance and price or interest rate of equilibrium is 
reached when the demand and supply of money 
reaches a certain point of the same equilibrium. 
Request for money and supplies play an important 
role in monetary policy in their respective 
economies. This money is used as a means of 
Exchange, that is, intangible assets or other items 
that are generally accepted as payment. The money 
is held is also used as a store of value although it 
may be a small role in the economy. 

The money can be used as a measure (medium 
account), basically the price usually expressedin 
units of money (Nopirin, 2008). Demand for money 
in the open economy will be greatly affected by the 
amount of the share, the ratio of experts through the 
BI Rate and is influenced by All price index 
continued to slide from time to time of the State 
(Mankiw, 2000). Offer money is the amount of 

money that exists in the public in the form of the 
amount of cash and demand deposits then it is the 
stability of the exchange rate that could be construed 
as a stable exchange rate to prices of goods and 
services and a stable exchange rate against 
currencies other countries (Miskhin, 2009:111). 
Based on the data, demand and money supply (M2) 
in 1993 to 2017 fluctuates from year to year 
fluctuations. 

Demand and money supply (M2) in 1998 the 
highest of 62.34%, a significant guardian that occurs 
due to the impact of the economic crisis that affected 
the demand and supply of money in Indonesia. And 
guardian occurred in 2005 16.33%, this is due to the 
guardian oil fuel prices. The following data on 
demand and money supply (M2) is as follows: 

Figure 1: The rate demand and supply of money 
(M2) Indonesia Years 1994-2017. 
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In Act No. 23 of year 1999 on Bank Indonesia, 
explained that there is a main aim and tasks of the 
Bank Indonesia, which focuses on achieving and 
maintaining the stability of the exchange rate of the 
rupiah. Monetary instruments that a prime target to 
be accomplished is the stability of rupiah value 
including inflation and exchange rates. examines the 
factors that influence the amount of money in 
circulation. 

This model is used in is the request for money 
with a quadratic cost function estimation using ECM 
(error correction model). The variable that is used in 
is for national, money supply, interest rate Indonesia 
(SNI) and exchange rates which found that the 
amount of money circulating in Indonesia can 
explain both phenomena of variable interest rates, to 
the national level, exchange rates.  

Here the money supply in the long term is 
affected by the level of national and for exchange 
rates. This is them is the money supply in the long 
term is affected by the level of national exchange 
rates for positive and negative interest rates. The 
demand for money will increase if it is for real and 
request refused if the nominal interest rate rises 
(Manurung, 2009). 

 

2 THEORICAL FRAMEWORK 

Money demand theory aims to develop determinants 
of demand for money, which is the function of 
money as a means of Exchange and optimization of 
the number of requests for money. The demand for 
real money will be higher if real transaction is 
higher, the classical theory of money demand is 
reflected in Irving Fisher. Irving Fisher in the theory 
of amount of money, essentially using money. 

According to Keynes function Exchange not only 
money but as a value such as a Bank, which was 
then known as liquidity preference theory. Keynes 
gives rise to uncertainty and expectations as named 
approach Cambridge. However, Keynes's theory, it 
is more focused on the BI rate is variable variables 
important in liquid demand money (Mankiw: 2000). 
Keynes in the theory of the demand for money 
transaction motives,distinguishes between motive 
and motives that keep the speculation. Request 
money for purposes of the transaction and only in 
the case, meaning that the tagline for individuals or 
companies to pay cash transactions because they 
think that spending often occurs earlier than the 
money now (according to). This fee is not often 
predetermined, so cash is needed in the hand. 
Although the spending and to be expected with 
money in hand, the menu is still necessary, because 

to be expected is not acceptable, or transaction fees 
for very important tagline is done before coming 
upon request, or may transactions provide a great 
advantage but with drawn before acceptance. While 
the request for money for speculation, according to 
Keynes, that the public wants a large amount of 
money for transactions purposes, because of the 
desire to give the most liquid form, apply the money. 
This saves cash has a function as a value such as a 
Bank or a money request for the assets of the 
demand for money. Request money for speculation 
this will be determined by the level of interest. The 
higher the interest rate, the lower the community's 
desire for cash. The reason is, if the level goes up, 
the cost of holding money opportunitty Breadfruit is 
smaller. Conversely, the lower the interest rate, the 
greater the desire of society to hold cash (Nopirin, 
2007:117). 

Reflection-Flemming is an economic model 
which IS-LM framework in a small open economy, 
which can also be used to analyze the effect of 
monetary policy on the exchange rate (Flemming, 
1962, and reflection, 1962). IS-LM model and 
reflection-Flemming assume that price level is fixed 
and shows what causes fluctuations in the short term 
for the combined. (Medyawati Yunanto, 2011). 

 

3 RESEARCH METHOD 

The research adopted annual data covering the 
period 1993-2017 from the National Bureau 
Statistics (BPS) and the Central Bank of Indonesia 
(BI). Processing of collected data is done using 
statistical program packages, such as Microsoft 
Excel and Eviews 9.0. 

The estimation model used in this study is Two 
Stage Least Square (2SLS). The model in research is 
the demand for money in the form of exponential 
functions (Manurung J and A .H, 2009: 223) 
and Mindell Fleming money offerings. 

In  = α0 + α1 In (Yt) + α2 Rt + μt  (3.1) 

It is known that the value of Rt = rt + πt where rt 
is the real interest rate and substitution of the 
nominal interest rate (Rt) with rt + πt will change the 
money demand model as follows: 

In  = α0 + α1 In (Yt) + α2 ( rt + πt ) + μt 

Where πt = expectations of CPI, λ = α0 + α1 Yt + α2  rt  
and α = α2 

InMt/Pt = λ + α πt  + μt    (3.2) 
For example In (Mt) = mt dan In (Pt) = pt  so that 

equation (3.2) changed to: mt - pt = λ + α πt  + μt  3.3) 
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If the value of the inflation expectations of the 
period (t) is the weighted average of the inflation of 
the previous period: 

 πt - πt-1 = ρ (∆pt - πt-1) 0 ≤ ρ ≤ 1        (3.4) 
Based on clower or cash in advance constraint 

[Y = Mt  + Bt], lagrange function from expected 
utility and FOC or First Order Condition each of 
them: 

L   =  q  u   (1 – q ) u 
 

 + p 

[Y - u Mt – Bt] 
Mt, Bt, λ 

        =   q  u1  + (1 – q) u1  – P = 0 

                =   (1 – q) u1  – P = 0 

                =   Y - Mt – Bt  = 0 

  q  u1  + (1 – q) u1   = (1 – q) 

u1  (1 + R) 

                 q  u1  + (1 – q) u1 q  u1   (1 – q 

) u1 
 

 = R (1-q) u1 
 

(3.5) 

 
equations can be written in form (Manurung, 

2002): 

 q  u1   –y 𝑃  R (1 – q) u1[ 

] –y  𝑃  

[ ] -1 =[ ]1/y [ ] -1  ]1/y 

] = ]1/y [ ]-1 [ ]1/r 

[ ] = ]1/r [ ]-1 [ ]1/r 

[ ] = ]1/r  [ ] [ ]1/r 

[ ] = ]1/r [ ] [ ] 1/r 

[ ] = ]1/r [ ] (1-y)1/r 

[ ] = ]1/r  [1+ λ] (y-1)/y 

 = 
/ /   

  (3.6A) 

Mt = 
 /   

xY     (3.6B)                                                         

 = 
/  

/ /   
  (3.6C) 

 = 
/  

/   
 xY  (3.6D) 

equation (3.6 A), (B, 3.6), (3.6 C) (3.6 D), each 
of which describes a request for money for a 
transaction and precaution and request money for 
speculation. Note that [0 < q < 1] request for money 
in terms of protection and functions of transactions 
decreased from slide price index (CPI) and the 
nominal interest rate (Rt). Request money for 
speculation is the decrease in function of the 
nominal interest rate (Rt) and function increases 
from launching price index (CPI). Request money 
for speculation will increase if the rising CPI called 
Tobin effect. It is therefore named the uncertainty 
and the preference element accentuates the 
Personality of consumption have a significant effect 
on the stock of money and speculation. 

From the explanation above, the results show 
that the demand for money is determined by GDP, 
interest rates, and the price index (CPI) skating. So 
its current status is presenting the U.S. model as 
follows: 
𝑀𝐼𝐷∗ = a0 + a1 GDPt + a2 Rt + a3 Pt       (3.7) 
a1 > 0, a2 < and a3 < 0 

the cost function consists of 2 components. The 
first component is the cost of imbalance and the 
second component is called the adjustment fee. 
While the parameters b1 and b2 are the weights 
given by economic agents on the two functions of 
these costs. 

Furthermore, by minimizing the cost function of 
the equation with respect to Mt (αCt / α MIDt = 0), 
the following equation is obtained: 

ƌ

ƌ
  - 2bt (M1D t– MID*t) + 2b2 {(1-

B)M1Dt – ft(1-B)Zt} = 0 
b1(M1D t– MID*t) + b2 {(1-B)M1Dt – ft(1-B)Zt} 

= 0 
b1M1D t– b1MID*t + b2 (1-B)M1Dt – b2 ft(1-B)Zt 

= 0 
b1M1D t + b2 (1-B)M1Dt = b1MID*t  + b2 ft(1-

B)Zt 

b1M1D t + b2 M1Dt –b2MIDt = b1MID*t  + b2 ft(1-
B)Zt 

[b1 + b2 (1-B) M1Dt = b1MID*t  + b2 ft(1-B)Zt 

M1Dt = c MID*t  + d ft(1-B)Zt + µt               
   

substituting equation (3.7) into equation (3.8), 
the equation is obtained as follows: 

α 0+c α 1 GDPt +c α 2 Rt+c α3Pt+d f1(1-B) [α 0+ α 

1 GDPt t + v2 Rt+α 3 Pt]+ µt                            (3.8) 
M1Dt = α 0 +  α 1 GDPt + α 2 Rt + α 3 Pt+ µt Pt  

     (3.9) 
In Mdt = α 0 +  α 1 GDPt + α 2 InRt + α 3 InPt 
∆In Mdt = α (In Md*t - In Mdt-1) 
∆In Mdt = α Mdt - In Mdt-1Mdt = Mst  (3.10) 
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 α 0 + α 1 GDPt + α 2Pt + α 3 Rt = 0 + 1 GDPt + 2 

kurst  - 3 Rt 

α 0 + α 1 GDPt + α 2 Pt -  0 -  1 GDPt t - 2 kurst  - 2 

Rt = - 3 Rt + α 3 Rt 

α 0 + α 1 GDPt + α 2 Pt -  0 -  1 GDPt - 2 kurst  = 0 
(α 0 - 0) + (α 1 - 1) GDPt + α 2 Pt + 2 kurst   = 0 
Mst = 0  + 1 GDPt + 2 Pt + 3kurst  + 4 Mst-1 + ε1t  
(3.12) 
Mst - GDPt = 0 + 2 Pt + 3kurst  + 4 Mst-1 + + ε1t  

The process reduce the form carried out to know 
the exogenous variables in the system of 
simultaneous equations. As for the form of the 
reduce form is 
Mdt = Π10 + Π11 GDPt + Π12 Rt + Π13 Pt + Π14 Mdt-1  + 

ε1t 
Mst = Π20 + Π21 GDPt + Π22 Pt + Π23 Kurst + Π24 Mst-1  
+ ε1t 
Where: 
Mdt    : demand money  (Billion Rupiah) 
Mst    : supply money (Billion Rupiah) 
GDPt  : GDP (Billion Rupiah) 
Rt   : BI Rate (%) 
Pt  : Consumer Price Indeks (%) 
kurst    :  Kurs (Rp/USD) 
 

4 RESULT AND DISCUSSION 

4.1 Models of Demand Money 

The results of the estimation equation of demand 
money in this research are: 
Mdt= - 4.696056 + 1.056734PDBt + 0.549318 Rt+ 
0.609643 Pt+ 0. 205024Mdt-1 + ε1t 

Gross domestic product (GDP), the BI Rate, 
consumer price index (CPI) are jointly significant 
effect against the request for money in Indonesia. 
The results showed that the change request money 
influence on the change of the gross domestic 
product (GDP) in Indonesia with a coefficient of 
positive 1.056734 and not significant at the 90 
percent level of confidence. This shows that the 
gross domestic product (GDP) increased 
significantly will have no impact on the demand for 
money. In accordance with the view of Keynes and 
Fridmen that when gross domestic product (GDP) 
rose then spending more and also so that the demand 
for money increases.  

The influence of variable BI Rate (Rt) is positive 
and significant at the level of not pronounced = 5%. 
This research is not in accordance with the theories 
of Keynes and Friedman who stated that the BI Rate 

(Rt) is high will encourage people buy more bonds 
(securities) and equities and reduce cash money . 

Then the regression coefficient of the consumer 
price index (Pt) by 0.609643. This means that if the 
consumer price index (Pt) rose by 100 percent will 
increase the demand for money amounted to 60.09 
percent. The influence of the consumer price index 
(Pt) is positive and significant at the 5% level of 
confidence. 

According to the theory of Keynes explained that 
the lower price level with a constant nominal 
amount of money, the amount of money cause rill in 
terms of goods and services to be purchased then 
gets bigger. The greater the amount of money in the 
sense of a rill that produced the lower price levels 
and cause interest rates to drop. According to 
Nopirin (2009:90) which States that the increase in 
the money supply will lead to a rise in the aggregate 
that will have an impact on the price increase (CPI 
rise). 

Certain number of transactions (fixed) with each 
passing day. In other words, the need for funds 
(cash) unity of time is constant. 
The results of this study showing that national 
income (GDP) a positive effect against the amount 
of money in circulation, in tune with some of the 
earlier research, such as that done by Opolot (2007) 
in Uganda, Prawoto (2000),Dobnik (2011) in OECD 
countries, Azim P.et.al. (2010) in Pakistan, and 
Dharmadasa and Nakanishi (2013) in Sri Lanka. 
And research conducted Arif Widodo (2015) using 
motode ECM shows the analysis results of influence 
of gross domestic product against a request for 
money with a model Error Correction short term 
good Models do not have an effect on the demand 
for money. This is because the money used in order 
of wealth storage (store of value), while in the long 
run, showed that the gross domestic product of 
positive and significant effect against the request for 
money. These results fit with the theory presented 
House Classics (Quantity theory of money), that 
money demand is influenced positively by revenue. 
One of the characters is Fisher, who said that the 
demand for money is a very liquid interest to meet 
the transaction motive. 

The BI Rate variable has no effect against a 
request for money in Indonesia. with a coefficient of 
0.549318 and greater probability (0,2472 < 0.05) 
were not significant at pronounced = 5%.  This 
means that in the event of a change in interest rates 1 
percent then requests money will increase by 
0.549318 per cent, cateris paribus. This is due to be 
seen based on the existing data has increased the 
interest rate of 17.38% in 1997 to become 41.42% in 
1998 and 12.64% decline in 1999. In the period 
1997-1999 where interest rates are having 
fluctuations, it is not followed by a request for 
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money M2. Request money M2 has increased from 
355,643 billion dollars in 1997 to become 577,381 
billion rupiah in 1998 and had increased again 
646,205 in 1999. At the time of the crisis of 1998 the 
Bank Indonesia raised interest rates intended to 
withdraw money in comunity by way of saving, but 
the community will prefer to hold cash money rather 
than save the money in the bank, because of distrust 
the community's response to banking. 

This is in accordance with the research 
conducted by Egoumr Bossogo Philippe (2000), 
Prawoto (2000), Ahmad y. Abdulkheir (2013), Cep 
Jandi Anwar and m. Pipin Andria (2016) that 
interest rates positive effect to a request for money. 
And according to research conducted Egoumr 
Bossogo, Philippe (2000) did a study about "Money 
Demand in Guyana" in 1990 – 1999, with approach 
to ECM. Studies conducted by Egoumr Bossogo 
Philippe focus the determinants of demand for 
money that is real income, interest rates, and 
exchange rates to request money type M2. The 
results of a regression analysis approach to ECM 
pointed out that interest rates on savings has a 
positive relationship to a request for money. A 
decrease in the NER (Nominal Exchange Rate) and 
inflation insignificant against the demand of money 
in the long run. The movement of the exchange rate 
is an important factor that affects the stability of 
prices. 
 
4.2 Model of Supply Money 
Mst = Π20 + Π21 PDBt + Π22Pt+ Π23 Kurst+ Π24 Mst-

1+ ε1t 
Mst = 17.80042 + 0.170267PDBt +0,673250 Pt - 
0.001213Kurst + 0.099105 Mst-1+  ε2t 
Estimation model of simultaneous Bidding money in 
Indonesia affected by gross domestic product 
(PDBt), BI Rate (Rt), the consumer price index (Pt), 
the exchange rate (Kurst). 

The results showed that the regression 
coefficients of influential positive Gross Domesstik 
Product (GDP) of 0.7672 against Indonesia in the 
money supply. How ever the probability (0,7672 < 
0.05) is not significant. Then the coefficients of the 
consumer price index (Pt) by 0.673250 is the 
magnitude of the contribution of the consumer price 
index (Pt) against the offer of money in Indonesia. 
0.673250 with a positive and significant (0.000 < 
0.05). If the consumer price index (pt) climbed 1 

percent then the offer of money in Indonesia will be 
up by 673250 percent. Then the level of the 
consumer price index (Pt) to offer money in 
Indonesia.  

The variable exchange rate of the rupiah 
(exchange rate) have a coefficient of-0.001213 is the 
magnitude of the contribution of the exchange rate 
of the rupiah (exchange rate) against the offer of 
money in Indonesia. The regression coefficient of 
the exchange rate of the rupiah (exchange rate) of 
0.001213 but significant probability – (0.0007 < 
0.05). If the variable exchange rate of the rupiah 
(exchange rate) rose to Rp 1/dollar then offer money 
in Indonesia will be down by 0.01213 percent. This 
is in accordance with the theory of Mundell Fleming 
(Mankiw, 2003:306-307) stating that there is a 
negative relationship with the exchange rate with the 
offer of money in which the higher rate then the net 
exports (the difference between exports and imports) 
the lower the decline it will impact on the number of 
dwindling output and will cause a (GDP) fall. 

From the side of the equilibrium condition of the 
money market, money market and interest rate world 
determine income level. This equation States that 
offer real money balance M/P is equal to request L (r 
*, Y). The balance of the money market was at a 
time when the demand for money is equal to the 
level of its bid (M/P = L (r *, Y). When central 
banks increase the money supply, because the price 
level is assumed to be constant, the increase in the 
money supply would mean a rise in the real money 
balance. The rise in the real money balance shifts the 
LM curve * to the right. Shifting the LM curve * this 
means an increase in income and the depreciation of 
the exchange rate. 

If a system of closed economy increase in the 
money supply will increase spending because of 
lower interest rates and encourage investment, in an 
open economy transmission monetery is different. 
The interest rate and the exchange rate becomes the 
determining variable in the transmission mechanism. 
The increase in the money supply pressing domestic 
interest rates, capital flows out of the economy as 
investors seek higher returns on investments 
elsewhere. The flow of capital out of this in order to 
protect the domestic interest rate does not fall below 
the world interest rate r *. 
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Table 1: Two Stage Lest Square Results (demand and supply of money in Indonesia) 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

5 CONCLUSION 

Stationary test results show that the level of the 
variable demand and money supply (M2) and index 
prices slide (Pt) is stationary. The variable demand 
and money supply (M2), Indonesia (SNI) gross 

(GDPt), BI rate (Rt), price index slide (Pt) and 
exchange rate (kurst) 1 level difference stationary. 
While on 2 difference stationary level there is the 
variable demand and money supply (M2), Indonesia 
(SNI) gross (GDPt), price index slide (Pt), and non-
stationary BI rate (Rt). The consumer price index 
(Pt) influential in (simultaneous) significantly to 
demand money in Indonesia. Consumer price index 
(Pt), the exchange rate (Kurst) effect significantly to 

The Test Results Of The Demand And Supply Of Money  (Two Stage Least Square) 
System: SIMULTAN  

Estimation Method: Two-Stage Least Squares  
Date: 11/19/18   Time: 13:22  

Sample: 1994 2017  
Included observations: 24  
Total system (balanced) observations 48  

 
Coefficien

t Std. Error t-Statistic Prob. 

C(10) -4.696056 6.802391 -0.690354 0.4942 
C(11) 1.056734 0.668506 1.580740 0.1222 
C(12) 0.549318 0.467424 1.175202 0.2472 
C(13) 0.609643 0.244481 2.493623 0.0171 
C(14) 0.205024 0.135456 1.513592 0.1384 
C(20) 17.80042 7.226855 2.463094 0.0184 
C(21) 0.170267 0.571158 0.298108 0.7672 
C(22) 0.673250 0.138206 4.871365 0.0000 
C(23) -0.001213 0.000330 -3.679356 0.0007 
C(24) 0.099105 0.108172 0.916181 0.3654 

Determinant residual covariance 147.2074  

   
Equation: MD=C(10)+C(11)*PDB+C(12)*SBI+C(13)*IHK+C(14)*MD(-1) 

Instruments: MD(-1) PDB SBI IHK KURS C  
Observations: 24  

R-squared 0.784435 Mean dependent var 16.47833 
Adjusted R-squared 0.739053 S.D. dependent var 11.65817 
S.E. of regression 5.955336 Sum squared resid 673.8545 

Durbin-Watson stat 1.222581  
   

Equation: MS=C(20)+C(21)*PDB+C(22)*IHK+C(23)*KURS+C(24)*MS(-1) 
Instruments: MS(-1) PDB SBI IHK KURS C  

Observations: 24  
R-squared 0.864974 Mean dependent var 16.47833 

Adjusted R-squared 0.836547 S.D. dependent var 11.65817 
S.E. of regression 4.713320 Sum squared resid 422.0923 

Durbin-Watson stat 1.405147  
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offer money in Indonesia.4)The exchange rate of the 
Rupiah (exchange rate) have a positive influence on 
the money Supply and significantly against 
Indonesia. 
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Abstract: This study aims to analyze Poverty, Regional Taxes and Economic Growth on HDI District/City In North 
Sumatra. The analytical model used in this study is panel data analysis using time series data from 2013 to 
2016 while the cross section data is 33 District/City in North Sumatra. From the estimation results show that 
poverty has a negative influence on HDI, regional taxes have a positive influence on HDI and economic 
growth has a positive influence on HDI. This means that an increase in poverty will comply with the HDI, 
and an increase in regional taxes and economic growth will increase the HDI of District/City in North 
Sumatra.

1 INTRODUCTION 

The development paradigm that is currently 
developing is economic growth as measured by 
human development, seen by the level of quality of 
human life in each country. One of the benchmarks 
used in looking at the quality of human life is the 
Human Development Index (HDI) which is 
measured by the quality of education, health and 
economic levels (purchasing power). Through the 
improvement of these three indicators, it is expected 
that there will be an increase in the quality of human 
life. This is due to the existence of individual 
heterogeneity, geographic disparity and the diverse 
social conditions of the community, causing income 
levels to no longer be the main benchmark in 
calculating the success rate of development (Ananta, 
2013). 

Placing human development as the ultimate goal 
of the development process is expected to create 
opportunities that directly contribute to efforts to 
expand and improve human capabilities and the 
quality of their lives, among others, through 
improving health services, basic education and 
social security (Sen, 1999). The government as the 
executor of development certainly requires quality 
human capital as the basic capital of development. 
To produce quality human beings, efforts are needed 
to improve their human resources. The human 

quality can be measured through the human 
development index. 

Regional tax is a financial source that comes 
from the community in an area that will be used to 
finance the needs of an area. The size of the tax paid 
depends on the population and the potential of the 
community in improving the economy. One way to 
improve the economy is to improve the quality of 
human resources as measured by the Human 
Development Index (HDI). The higher the HDI in an 
area, the more advanced the quality of human 
resources which results in an increase in the 
potential of the community in increasing their 
economy which results in an increase in local taxes 
as a result of economic activities. This is in line with 
the research conducted by Fatmasari (2015) and 
Saragih (2018) which states that regional taxes have 
a significant effect on increasing the HDI value. 

Economic growth is something that is often 
associated with human development. The increase in 
economic growth can enable increased output and 
income in the future so that it will increase the HDI. 
One of the most important development tasks is to 
translate economic growth into an increase in human 
development. Human development or the quality of 
Human Resources (HR) is very important, efforts to 
improve the quality of human resources in 
development have become a necessity. Good quality 
of human resources in a region has a role in 
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determining the success of management 
development in the region (Putra, 2015). 

Poverty will prevent individuals from consuming 
nutritious nutrition, get proper education and enjoy 
the environment that supports healthy living. From 
an economic point of view all of them will produce 
less qualified human resources, or can be said to 
have a low level of productivity. So that in 
development this will affect the level of human 
development in an area. This is consistent with the 
research conducted by Mirza (2012) which states 
that poverty has a negative effect on the Human 
Development Index. This means that if the poverty 
level rises, the HDI falls. 

 When viewed from the condition of North 
Sumatra, the increase in Regional Taxes, GDRB was 
followed by an increase in the Human Development 
Index (HDI) but the poverty rate even increased in 
2015. The following are GDRB data, poverty rates 
and HDI in North Sumatra from 2013 - 2016. 

 
Table 1: Regional Tax Data, GDRB and Poverty in 
North Sumatra 

Source: Central Statistics Agency (CSA) 
 

If seen from the table above, the increase in 
regional taxes from 2013 - 2016 was followed by an 
increase in GDRB and HDI. This was not followed 
by a decrease in the number of poor people. In 2014 
to 2015 the number of poor people increased from 
1360610 to 1508140. 

Based on the data and description above 
regarding the human development index, economic 
growth, poverty and local / regency / city tax in 
North Sumatra, the authors are motivated to conduct 
further research under the title Poverty Analysis, 
Economic Growth and Regional Taxes on Regency / 
City Economic Growth in North Sumatra ". 

 

2 THEORICAL FRAMEWORK 

Human Development Index (HDI) 
The basic idea underlying this index is the 
importance of paying attention to the quality of 
human resources. HDI has played two key roles in 
the field of economic development implemented: 1) 
as a tool for popularizing human development as a 

new understanding of welfare, and 2) as an 
alternative to per capita GDP as a way to measure 
the level of development for comparison between 
countries and time (Elizabeth, 2007). To find out the 
quality of life or welfare of the community, the 
United Nations has determined the Human 
Development Index (HDI) or Human Development 
Index (HDI), which is a measure of human 
development standards. This index is formed based 
on four indicators namely: 1). life expectancy, 2). 
literacy rates, 3). average school years and 4). 
purchasing power. Life expectancy indicators 
represent the dimensions of longevity and health 
(health dimensions), while indicators of literacy and 
school length reflect the output of the knowledge 
dimension (education dimension). The indicators of 
purchasing power ability (income) are used to 
measure the dimensions of decent life (UNDP, 
2004). 
  
Poverty 
Etymologically, "poverty" comes from the word 
"poor" which means it is not material and is 
inadequate. The Central Bureau of Statistics defines 
as the inability of individuals to meet the minimum 
basic needs for decent living (BPS, 2016) further 
stated that poverty is a condition that is below the 
standard line of minimum needs, both for food and 
non-food called the poverty line or also called a limit 
poverty. According to (World Bank, 2004) one of 
the causes of poverty is due to lack of income and 
assets to meet basic needs such as food, clothing, 
housing, acceptable levels of health and education. 
In addition, poverty is also related to limited 
employment and usually those who are categorized 
as poor do not have jobs (unemployment), and their 
education and health levels are generally inadequate. 
The measure of poverty is not only living in food 
shortages and low income levels, but looking at the 
level of health, education and fair treatment before 
the law and so on (Adisasmita, 2005). 
  
Economic Growth 
In general, economic growth is defined as increasing 
the ability of an economy to produce goods and 
services. Economic growth shows the extent to 
which economic activity will generate additional 
income for the community in a given period. 
Because basically economic activity is a process of 
using production factors to produce output, then this 
process will in turn result in a return of service to the 
factors of production owned by the community. 
With the economic growth, it is expected that 
people's income as the owner of production factors 
will also increase (Sukirno, 2006: 423). According 
to Kuznets economic growth is a long-term increase 
in the ability of a country to provide more and more 

Years GDRB (Rp) 
Proverty 
(Person) 

Regional 
Tax (Rp) 

HDI 
(%) 

2013 469464020000 1416400 1937261087 68.36 

2014 521954950000 1360600 2050583195 68.87 

2015 571722010000 1508140 2290986197 69.51 

2016 628394160000 1452550 2407715357 70.00 
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types of economic goods to its population; this 
ability grows according to technological progress, 
and institutional and ideological adjustments that are 
needed (Jhingan, 2010: 57). 

Thus it can be concluded that developments in 
economic activities are characterized by an increase 
in the output of goods and services which impacts on 
the increase in per capita income. 

Economic growth is an increase in the output of 
society caused by the increasing number of 
production factors used in the production process, 
without any change in "technology" production 
itself, for example an increase in output caused by 
the growth of capital stock or the addition of 
production factors without changes in technology 
long production (Arsyad, 2010). 

The concept of calculating economic growth in 
a period is: 

 

𝐆𝐭  
𝐏𝐃𝐑𝐁𝐭 𝐏𝐃𝐑𝐁𝐭 𝟏

𝐏𝐃𝐑𝐁𝐭 𝟏
 

Where: 
Gt = period t economic growth (quarterly or 

annual) 
PDBRt = Real Gross Domestic Product period t  

                    (based on constant prices) 
PDBRt-1= PDBR one previous period 

 
Local tax 
Regional Regional Tax is a mandatory fee carried 
out by an individual or regional head body without 
balanced direct compensation, which can be forced 
based on applicable laws and regulations and used to 
finance the administration and regional development 
(Prakosa, 2005). Measuring the success of regional 
development in increasing the value of HDI, the 
amount of PAB acquisition is one of the factors used 
to see the successful implementation of regional 
autonomy. PAD was chosen as one of the influential 
factors, because this research was shown to look at 
the financial performance of local governments in 
supporting the implementation of regional 
development. Regional taxes which act as regional 
revenues will then determine the size of the PAB 
acquisition and are used to support government 
expenditures, one of which is shown to improve 
social welfare. The effect of PAD on HDI will then 
again affect the receipt of regional retribution. In 
addition, the changes that occur in the GRDP value 
will again affect the value of regional taxes, regional 
levies and regional profits which act as sources of 
regional revenue. From the explanation, it can be 
concluded that there is a causal relationship between 
regional revenue and the implementation of regional 
development. 
 

Effect of Poverty on the Human Development 
Index (HDI) 
The new growth theory emphasizes the importance 
of the role of government, especially in improving 
HDI and encouraging research and development to 
improve human productivity. The reality can be seen 
by investing in education will be able to improve the 
quality of human resources as shown by the increase 
in one's knowledge and skills. The higher the level 
of education of a person, then the knowledge and 
expertise will increase so that it will encourage an 
increase in work productivity. Companies will get 
more results by hiring workers with high 
productivity, so the company will also provide 
higher salaries to those concerned. In the informal 
sector such as agriculture, increasing the skills and 
expertise of the workforce will be able to increase 
agricultural output, because skilled workers are able 
to work more efficiently. In the end someone who 
has high productivity will get better welfare, which 
is shown through increased income and 
consumption. The low productivity of the poor can 
be caused by their low access to education (Rasidin 
and Bonar, 2004). 
 
The Effect of Economic Growth on the Human 
Developmend Index (HDI) 
The relationship between economic growth and 
human development is influenced by 2 (two) main 
lines, namely the path of household activities, 
including households and various community 
organizations, as well as shopping channels and 
government policies. Household activities contribute 
greatly to improving human development indicators 
through household spending on food, clean water, 
health care and schools (UNDP, 1996). The 
tendency of household activities to spend a number 
of factors that directly reduce human beings. Vice 
versa, the relatively high level of income tends to 
increase household spending to increase human 
development (Ananta, 2013). 

Economic growth provides direct benefits for 
increasing human development through increasing 
income. Increased income will increase the 
allocation of household spending for more nutritious 
food and education, especially for poor households 
(Ranis, 2004). 
 
 
 
Regional Tax Effects on the Human Development 
Index 
The decentralization policy is aimed at realizing 
regional independence, autonomous regional 
governments have the authority to regulate and 
manage the interests of local communities according 
to their own initiatives based on community 
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aspirations (Law No. 34/2004). The ability of 
regions to provide funding originating from the 
regions is highly dependent on the ability to realize 
these economic potentials into forms of economic 
activity that are capable of creating revolving funds 
for sustainable regional development (Darwanto and 
Yustikasari in Setyowati and Suparwati, 2012). 
PAD is the most important source of financing in 
supporting regional capacity in carrying out regional 
autonomy. In this context, PAD as a measure of 
regional own income is highly expected as a source 
of funding for improving services to the community 
(Abdullah and Solichin, in (Setyowati and 
Suparwati, 2012). 
 

3 RESEARCH METHOD 

This study examines the analysis of poverty, 
regional tax and economic growth in the Regency / 
City Human Development Index in North Sumatra 
during the period of 2013 to 2016. It always leads to 
increased income. This is because the resources 
generated by economic growth cannot be used to 
promote the improvement of other indicators. In 
addition, the structure and processes that occur in the 
community cannot benefit the poor. For example, 
various increases in yields only benefit landowners 
and not laborers. However, the condition can 
change. The poor can get multiple benefits from 
income growth and increasing HDI if the 
government wants to use the benefits of growth to 
finance health services and access to education for 
the poor. In addition, the structure and processes that 
exist in the community are appropriate, so that the 
benefits of economic growth are also enjoyed by the 
poor. According to the World Development Report, 
progress in both fields is mutually reinforcing each 
other and one without the other is not enough 
(Kanbur and Squire, 1999). 
 
Types and Data Sources 
The data in this study are secondary data obtained 
from the North Sumatra Central Bureau of Statistics 
which is panel data consisting of time series data 
during the period 2013-2016 and cross section data 
consisting of 33 regencies / cities in North Sumatra. 
 
Analysis Method 
In the model data panel model equation with a 
combination of time series and cross section, the 
model can be written with: 

Yit = β0 + β1Xit + β2Xit + β3Xit + μit 

 
Information: 
Y   = Human Development Index (HDI) 
X1  `  = Poverty 
X2    = Regional Tax 
X3    = Economic Growth 
β0    = intercept 
β1, β0, β3  = independent variable regression      

coefficient 
μit    = error component at time t 

unit cross section i 
i    = 1, 2, 3, ...., 33 (district / city 

cross section data in North Sumatra) 
t    = 1, 2, 3, 4 (time series data, 

2013 - 2016) 
There are three tests that can be used as a tool in 
choosing a panel data regression model (Common 
Effect Model, Fixed Effect Mode, and Random 
Effect Model) based on the characteristics they have, 
namely: F Test (Chow Test), Hausman Test and 
Lagrange Multiplier Model . 
a. F Test (Chow Test) 

It is done to choose which model is the most 
appropriate between the Common Effect Model 
and the Fixed Effect Model. The basis of the 
hypothesis is obtained by comparing the 
probability values of Cross-Section Chi-Square. 
If the Probability value < 0.05, Fixed Effect 
Model is more appropriate to use than the 
Common Effect Model. Whereas if the 
Probability value > 0.05 then the Common 
Effect Model is more appropriate to use than the 
Fixed Effect Model. 

b. Hausman Test 
Is done to choose whether which model is the 
most appropriate between Fixed Effect Model 
or Random Effect Model. If the Probability of 
Cross-Section Random < 0.05, Fixed Effect 
Model is more appropriate than the Random 
Effect Model. Whereas if the Probability value 
> 0.05 then Random Effect Model is more 
appropriate to use than the Fixe Effect Model. 

c. Lagrange Multiplier Model 
If the Chow Test model chosen is the Common 
Effect Model while the Hausman Test model is 
chosen by Random Effect Model, then to 
determine which model is the most appropriate 
between Common Effect Model or Random 
Effect Model, the Lagrange Multiplier Model is 
tested. The method used is Pagan Breusch. If 
the P value is <0.05, the best estimation method 
is the Random Effect Model. If the P value is > 
0.05, the best estimation method is the Common 
Effect Model. 
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Testing of Classical Assumptions 
a. Multicollinearity Test 

The multicollinearity test aims to test whether 
the panel regression model found a correlation 
between independent variables. A good model 
is a model that does not have a correlation 
between the independent variables. To test the 
problem of muticolinearity can be seen from the 
correlation coefficient of more than 0.80, there 
is multicollinearity (Gujarati, 2006).Uji 
Heterokedastisitas 

b. Uji heterokedasticity  
Used to see whether the residuals of the model 
formed have a constant variance or not. A good 
model is a model that does not occur 
heterocedasticity. The heterocedasticity test 
used in this study used the Glejser Test. The 
Glejser test regresses the independent variables 
to absolute residuals. The Glejser test only 
applies to the Fixed Effect Model. Glejser Test 
Results can be seen from the Probability value. 
If the P value is < 0.05, there is 
heterocedasticity. Conversely, if P value> 0.05, 
it is free from violations of the assumption of 
heterocedasticity. 

c. Normality test. 
The normality test aims to test whether in the 
regression model the panels are normally 
distributed or not. A good regression model is to 
have normal data distribution. This can be seen 
by comparing the value of Probability Jarque - 
Bera (JB). If P value JB> 0.05 then the data is 
normally distributed. Conversely, if P value JB 
<0.05, the data is not normally distributed. 

 
Hypothesis test 
a. T test 

The t test is used to test the independent 
variables on the dependent variable partially. 
This can be known from the prob value t count. 
If the prob value is <0.05, the hypothesis is 
accepted. Conversely, if the Prob value is> 0.05, 
the hypothesis is rejected. 

b. F test  
The F test is used to test the relationship of 
independent variables to the dependent variable 
simultaneously. This can be known from the 
prob value F count. If the prob value is <0.05, 
the hypothesis is accepted. Conversely, if the 
Prob value is> 0.05, the hypothesis is rejected. 

c. Coeficient Determinan (R2) 
The coefficient of determination is used to see 
how much influence the independent variables 

have on the dependent variable. The coefficient 
of determination is determined by the adjusted 
R-Square value. Table 2 
 

4 RESULT AND DISCUSSION 

Table 2:Panel Data Result 
Variable Coeffici ent Std. Error t-Statistic Prob. 

C 3.687909 0.048541 75.97551      0.0000

Log(Prover ty) -0.097306 0.009664 -10.06939      0.0000

Log(GD RP) 0.073514 0.007612 9.658163      0.0000
Log(Regional 
Tax) 0.013555 0.004713 

    
2.876176      0.0047

R-squared 0.613785 Mean dependent var  4.217612
Adjusted R-
squared 0.604662 S.D. dependent var  0.073225
S.E. of 
regression 0.046041 Akaike info criterion -3.288525
Sum squared 
resid 0.269207 Schwarz criterion -3.200733

Log likelihood 219.3984 Hannan-Quinn criter. -3.252851

F-statistic 67.27757 Durbin-Watson stat  0.088255
Prob(F-
statistic) 0.000000   

 From the table of estimation results, the 
regression equation in this study is made as follows: 

 Yit = 3.687909 – 0.097306 Xit + 0.073514Xit +  
             0.013555Xit + μit 

From the above equation, it can be explained as 
follows: 
a. The constant value is 3.687909, meaning that if 

Poverty, Economic Growth and Regional Taxes 
increase, the HDI will increase by 3.69%. Nilai 
β1 = - 0.097306, meaning that if the Poverty 
variable rises by 1% while the Economic 
Growth and Regional Tax variables remain then 
HDI decreases by 9.7306% Sign (-) shows there 
is a contradictory relationship between Poverty 
and HDI. If poverty increases, the HDI will 
drop. 

b. b. The value of β2 = 0.073514, meaning that if 
the Economic Growth variable rises by 1% 
while the Poverty and Regional Tax variables 
remain then HDI increases by 7.3514% Signs 
(+) indicate that there is a unidirectional 
relationship between Economic Growth and 
HDI. If Economic Growth rises, the HDI will 
rise. 

c. The value of β3 = 0.013555, meaning that if the 
Regional Tax variable rises by 1% while the 
Poverty and Economic Growth variables remain 
then the HDI increases by 1.3555% Signs (+) 
indicates that there is a unidirectional 
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relationship between Regional Taxes and HDI. 
If the Regional Tax increases, the HDI will rise. 

  
Test Panel Data Model 
a. Chow Test 

Table 3: Chow Test Result 
Effects Test Statistic d.f. Prob. 

Cross-section 
F 583.158537 (32,95) 0.0000
Cross-section 
Chi-square 692.386875 32 0.0000
 From the table it can be seen that the probability 
value of the Chi-Square cross-section is 0,000 <0,05, 
so it is concluded that the Fixed Effect Model is 
more appropriate to use than the Common Effect. 
b. Hausman Test 

Table 4: Hausman Test Result 
Test 

Summary 
Chi-Sq. 
Statistic 

Chi-Sq. 
d.f. Prob. 

Cross-section 
random 209.276642 3 0.0000

 From the table it can be seen that the probability 
value of the cross-section random is 0,000 <0,05, so 
it is concluded that Fixed Effect Model is more 
appropriate to use than Random Effect. 

 
Classic assumption test 
a. Multicollinearity Test 

Table 5: Multicolinearity Test Result 
 log(p

eko) 
Log(paja
k daerah) 

log(kemiski
nan) 

log(GDRP) 1 0.4029 
351 

0.306 8735

log(Regio 
nal Tax) 

0.402
9351 

1 0.5091601

log(Provert
y) 

0.306
8735 

0.509160
1

1

 
 If the value of the independent variable is < 
0.80, there is no multicollinearity between 
independent variables. 
b. Heteroscedasticity Test 

Table 6: Heteroscedasticity Test Result 

Variable Coefficient 
Std. 

Error 
t-Statistic Prob. 

C     12.48428   8.378710 1.490001 0.1395
Log(GD 
RP)   -1.103073  1.025723 -1.075410 0.2849
Log(Regi 
onal Tax)   -0.043890 0.095112 -0.461459 0.6455
Log(Pro 
verty)   -1.009355 1.435608 -0.703085 0.4837

From the table above it can be seen, the 
probability value of the independent variable> 0.05 

is free from violations of the assumption of 
heterocedasticity. 
c. Normality test 

0
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-0.10 -0.05 0.00 0.05 0.10

Series: Standardized Residuals

Sample 2013 2016

Observations 131

Mean       1.01e-15

Median  -0.007397

Maximum  0.127166

Minimum -0.090554

Std. Dev.   0.045506

Skewness   0.170942

Kurtosis   2.326530

Jarque-Bera  3.113683

Probability  0.210801

Figure 1: Normality Test Result 
From the table it is known that the Jarque-Bera 

Probability value is equal to 0.210801 where it is 
greater than 0.05 so it is concluded that the data is 
normally distributed. 

 
Hypothesis testing 
a. T test 
From the results of testing the data obtained the 
value of Prob (t-statistic) <α is equal to 0.0000 <0.05 
for the poverty variable. Thus the poverty variable 
has a negative and significant influence on the 
District / City HDI in North Sumatra. So, the higher 
the poverty, the lower the HDI Regency / City in 
North Sumatra will be. The value of the Prob (t-
statistic) Economic Growth variable is 0.0000 <0.05. 
With the value of the Prob (t-statistic) shows that the 
variable economic growth has a positive and 
significant effect on HDI.  So, the higher the 
economic growth, the higher the HDI district/city in 
North Sumatra. The value of the Prob (t-statistic) 
Regional Tax variable is equal to 0.0047 < 0.05. 
With the Prob value (t-statistic) it shows that the 
regional tax variable has a positive and significant 
effect on HDI. So, the higher the regional tax, the 
higher the HDI district / city in North Sumatra. 
b. F test  
The F test is used to test the relationship of 
independent variables to the dependent variable 
simultaneously. From the results of testing the data 
obtained the value of Prob (F-Statistics) <α that is 
equal to 0.000000 <0.05. Then the two independent 
variables, namely poverty, economic growth and 
local taxes jointly influence the HDI District / City 
in North Sumatra. 

 
c. Determinant Coefficient (R2) 
The coefficient of determination is used to see how 
much influence the independent variables have on 
the dependent variable. The coefficient of 
determination is determined by the adjusted R-
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Square value. Based on the estimation results 
obtained the value of R-Squared is equal to. This 
shows that the variables of poverty, regional tax and 
economic growth are able to explain the HDI 
variable of 61.3785%. While the remaining 
38.6215% is influenced by other variables not used 
in this study. 
 

5 CONCLUSIONS 

Based on the results of the analysis and discussion 
that has been conducted, the conclusions can be 
taken as follows: 
1. Partially, Poverty has a negative and significant 

effect on HDI District / City in North Sumatra. 
2. Partially, Economic Growth has a positive and 

significant effect on District / City HDI in North 
Sumatra. 

3. Partially, Regional Taxes have a positive and 
significant effect on District / City HDI in North 
Sumatra. 

4. Poverty, Economic Growth and Regional Tax 
simultaneously have a positive and significant 
effect on HDI District / City in North Sumatra 
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Abstract: President election is an activity which is held by all democratic countries. The post president election of 

2014, Indonesia faces the era of changes in the aspect of economy, social, politics and government 

bureaucracy. Jakarta as the capital government holds the important role to support the government program 

and become a success factor indicator of the government. To support this, it is needed the government 

employee which has motivation and able to anticipate all organization changes such as performance 

demotivation as an impact of organization changes. This research used qualitative case study approach by 

snowball and purposive sampling with the informant number of 300 State Civilian Apparatus (SCA). 

Novelty of this research is finding out the factors that increase the performance motivation through career 

opportunities and organizational development, increased income, new challenges, solid teamwork and a 

positive work atmosphere. And the cause of performance demotivation post organizational changes in the 

government organization environment including: organizational change factors, work environment, 

workload, placement, rotation and diversity.  

1 INTRODUCTION 

Indonesia is a country that adheres to democratic 
system which means the election comes from and 
for the people. The president election process 
becomes a routine agenda which is participated by 
all Indonesian who has required for the public 
election. The result of president election in 2014 
gives an impact in the aspect of economy, social, 
politics and government bureaucracy management. 
This is a new thing for government organization to 
do the change which is based on the president’s 
visions and missions. Jakarta as the capital 
government becomes the area which holds important 
role of the government success in this ongoing 
government. Government changes which include a 
policy and the change of working plan become a 
characteristic in each era which has the organization 
changes. State Civilian Apparatus (SCA) as an 
execution subject of the changes becomes the main 
character in performing and accepting the raised 
changes. One of the raised changes impact of 
organization changes is an increase in performance 
motivation and demotivation of SCA employee in 

respond to the changes where the SCA works. This 
research aims to investigate the factors which is 
affected the performance motivation and 
demotivation of SCA performance that works in 
Jakarta in respond to organizational changes. 
Organizational changes are certain activity that is 
done by the organization in respond to the 
organization challenges either in the side of 
organization performance increase or keep the 
company sustainability. 

Many studies have been done by the researcher 
about the motivation such as: Barney and Steven 
Elias (2010) found that with extrinsic motivation 
there exists a significant interaction between job 
stress, flex time, and country of residence. 
Panagiotakopoulos (2013) concluded that factors 
affecting staff motivation at a period where the 
financial rewards are kept to the least leads to 
stimulate employee performance. So, management 
personnel’s responsibility to motivate their 
employees to work as per the expectation to enhance 
the organization’s performance. The employee 
characteristics which are motivated are the high-
spirited, high performance discipline and enthusiasm 
employee in facing the changes. While the 
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characteristic of employee with demotivation is 
always rejecting every change, lacking spirit in 
performance, often absent and ignoring task that 
been given to them. 

 

2 THEORICAL FRAMEWORK 

Bangun (2012 said motivation comes from the word 
motive (motive), which means encouragement or 
being because someone does an action / activity that 
takes place consciously. Leaders know that at the 
heart of every productive and successful business 
lies a thriving organizational culture and 
hardworking people collaborate passionately to 
produce great results (Gignac and Palmer, 2011). 
Robbins in Sentot Imam Wahyono (2010) argues 
that motivation is the willingness to issue a high 
level of effort for organizational goals that is 
conditioned by the ability of that effort to meet some 
individual needs. This means that someone needs to 
strive with maximum effort in achieving its goals 
that will contribute to the organization.  

Chandra Sekhar et.al (2013) said motivation to 
work as a support person to provide work to the 
organization to be able to improve individual and 
organizational performance even in a better way 
than they usually do. Vuori and Okkonen (2012) 
stated that motivation can be useful for providing 
knowledge through an intra-organizational social 
media platform to help the organization to achieve 
its goals. 

Research conducted by DeCenzo & Robin 
(2010) states two types of awards, both financial and 
non-financial rewards for job satisfaction and 
employee motivation. 

According to Hasibuan (2003), it was stated that 
position rotation is a change in the place or position 
of an employee but still in the same rank within the 
organization, terms that are the same as rotating 
positions are moving, assignment and transfers.  

As per Yamamoto (2013) employees assume that 
they will get awards for well-done work and 
guarantees of the work and will have an automatic 
impact on performance. Similarly, Zhang and Wu 
(2004) provide the fact that with work problems, 
employees will trust themselves with the future of 
their work will also provide the best business 
according to the goals of the organization. 
Therefore, it can reduce job satisfaction given 
motivation that contributes to employees to ensure 
their performance and the achievement of 
organizational goals and maximize company profits. 

According to Candi et al. (2013), a recognition of 
innovation through staging experience. Mahazril et 

al. (2012) concluded that several ways to motivated 
employee are rewards, recognition and 
communication. Increasing levels of productivity 
and job performance can be shown in the first 
performance or progressively to strengthen 
employee behavior through recognition. 

In (2012), Jung and Kim stated job satisfaction 
and an employee organizational commitment 
increase due to good work environment and good 
work conditions. Thus, employees will work 
optimally to get good employee work performance. 
Similarly, Cheng et al. (2013) found that there were 
evidences associations between psychosocial work 
conditions and health in moderating effects of age. 
At present the need for working conditions and 
physical environment is very important for 
employees. With poor working conditions will have 
a negative impact on performance, because it will 
result in a decrease in mental and physical health of 
employees. For this reason, employees need good 
working conditions. 

A study by Garc ́ıa et al. (2012) identified that 
organizational justice and job satisfaction 
perceptions influenced of promotion systems affect. 
Likewise, Koch and Nafziger (2012) promotion is 
something that is desired by most employees to 
compensate them for providing harder work. 
Promotion within a regular time period will provide 
an optimistic approach behind and employees are 
given promotions as psychological requirements in 
an organization 

The work of Hunter et al. (2012) defines that 
achievement is form of organizational performance 
which unique and special. As per Satyawadi and 
Ghosh (2012), employees who are more motivated 
are caused by good achievement and mature self-
control. Understood together that an employee who 
is motivated to pursue achievement, looking for 
goals that are realistic but challenging and continue 
to make improvements in the work. There is hope 
that feedback from company leaders will be given 
and the need for a sense of achievement. 

In (2011), Parvin and Kabir conduct studies and 
tests on factors that influence job satisfaction in 
pharmaceutical companies and provide an overview 
of satisfaction through the views of employees on 
their work and view job satisfaction that is different 
from their motivations, although clearly related. 
Wickramasinghe (2009) conducted an investigation 
that gender and working period are important factors 
in measuring employee job satisfaction. It can be 
said that one's job satisfaction is determined by the 
results expected to exceed the target or expectation. 
For example, a good work environment and 
supportive working conditions can improve 
employee job satisfaction, therefore employees will 
make the best contribution in improving their 
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performance.  Williams et al. (2003) said that job 
satisfaction brings a good working relationship 
between employees and leaders, maintaining good 
rest periods, maximizing existing resources and 
providing flexibility for employees within the 
organization. Job satisfaction leads to someone who 
enjoys doing his job and is rewarded for his 
achievements. This is the main basis for recognition, 
promotion, income and other achievements in order 
to meet the expected goals and objectives. (Kaliski, 
2007). 

As summarized by Park (2010), monetary 
incentive as a trigger for greater action and high 
enthusiasm and enthusiasm for the work of 
employees, this will be an aid in recognizing 
employee performance. Likewise, Beretti et al. 
(2013) reviewing monetary incentives used in order 
to build a positive work environment and maintain 
work morale, this is consistent with employees who 
will encourage employees to produce better 
performance. Therefore, monetary incentives can 
motivate employees and increase employee 
commitment to produce company performance, 
psychologically able to provide satisfaction to 
someone and become job satisfaction in the form of 
behavior or views of employees towards work in the 
organization.  

 

3 RESEARCH METHOD 

This research is a qualitative case study research 

approach, which conducted learn a real case context 

phenomenon in the capital city of Jakarta that occur 

post organization change. The method and procedure 

employed in this study is case study research design 

by Yin (2012), with the following stages: 

(1) Research questions; before making a series of 

questions, the researcher began by conducting a 

literature review by reading journals related to 

performance motivation, demotivation, leadership 

and organizational change both the civil service and 

employees in the private sector. The researcher did 

this because he wanted to know the previous similar 

research methods and their relation to the research 

being carried out so that it would be easier for 

researchers to bring up research questions and show 

when there was a development of new knowledge. 

As stated by Neuman, a good review showed a 

relevance to the existing body of knowledge and at 

the same time can create coherence and summarize 

"what is known in an area". Literature reviews 

obtained from relevant journal studies make it easier 

for researchers to group and synthesize different 

research results. The results showed what has been 

done and what has not been done. The results of the 

review helped the researchers to tell something that 

has been found, so that researchers benefit from 

what others have done. By completing the two 

stages of the process, the researcher had defined and 

carried out the research design. The results of the 

literature review, documentation, observation, and 

initial interviews were used by researchers to make 

interview guidelines. This interview guide was used 

by researchers when interviewing informants. 

(2) Research theorem or theoretical framework 

(proportion of studies); Researchers study, collect, 

and analyze the data related to government 

employees and how the employee motivation and 

causes of employee demotivation is. Researchers 

also study the legal basis of government employees 

(3) Unit identification analysis; the next stage, 

the researcher made preliminary observations with 

government officials. To add some accurate 

information and more than one source, researchers 

also conducted observations in the government 

office and talked with informants. In addition of a 

party and the affected by organizational changes was 

observed, researchers also observed the real 

situation. This is done to get the results of 

observations, their experiences and opinions on 

organizational changes that occur. The results of 

information and discussions with various internal 

parties become the data, hence will be a multi-source 

document for researchers. To get direction and 

sharpness on these problems, researchers conducted 

discussions with human resource practitioners who 

had conducted research with case studies, promoters 

and co-promoters to get insight into the research and 

agreement on employee motivation problems of post 

organization changes to be used as research material.  

(4) The logical relations of data with theorem or 

theoretical (logical relation); The researcher made a 

research proposition and set out the analysis units 

from the start which had been chosen by the 

researcher as a case study. Then, the researcher also 

assembled the logic by the research question, 

proposition, and analysis units. Propositions were 

necessary to identify the relevant information related 

to the problems of employee’s performance 

motivation of post organization changes. If the 

researcher did not make a proposition, the researcher 

would be easily tempted to collect everything that 

was not needed. At this stage, the researcher made 

the questions point to the case of demotivation of 

employees beginning with giving an overview 

related to employee motivation prior and post 

organization changes in order to provide answers to 
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what causes demotivation of employees, how 

committed they are within organization and how to 

foster their performance motivation of post 

organization changes. 

(5) Criteria to interpret the findings; the 

researcher conducted the data collection and 

analysis. In this activity, researchers prepare time, 

mentally and practice skills to foster good relations 

with related parties and improve the ability to obtain 

information through the interview process. This 

interview process requires skills to listen, ask 

questions, read the body language of the informants 

and conclude the results of interviews. Because the 

research profession was not in the world of human 

resource, then the researcher invited the other 

researchers with management backgrounds 

knowledge and had carried out the interview process 

to participate in the interview process. This is done 

to provide input during interviews and provide 

scientific opinions related to the interview process 

that has been conducted. After completing the 

interview process, the researcher also discussed with 

other researchers' friends to make sure the results of 

the interview could be used as a reference in making 

interview transcripts. Other preparations are a set of 

interview guides and media to make it easier for 

researchers to conduct interviews such as recorders, 

cameras, mobile phones, pens, memos, and other 

supporting tools. During conducting research, in 

addition to the informant's expressions summarized 

from the body language of the informant also the 

complements of the analyzed information. In this 

process, researchers observed things visually so that 

the research was better to understand the full context 

of the information conveyed by informants. The task 

of the researcher is to collect data and present it in 

written form that can provide life and in-depth 

information on the research. 

 This research was conducted with 300 

informants who worked in central government 

employees in DKI Jakarta who experienced 

organizational changes. The data collection 

techniques used observation, interviews, 

documentation and audio material. In the process of 

data analysis techniques, the researchers used the 

Miles & Huberman approach, namely the procedure 

of analyzing qualitative data with data reduction, 

data presentation and conclusion / verification. The 

validity check of the data utilizing Moleong's 

opinion with four criteria for data validity checks, 

namely credibility, transferability, dependability, 

and conformability. The research process carried out 

by the researchers can be described in figure 1 as 

follows: 

 

 

Figure 1: Frame of Research Methodology 

 

4 RESEARCH FINDING AND 

DISCUSSION 

Based on the observation results, interviews and 

literature studies that have been conducted, it was 

found that there was a performance demotivation of 

government employees of post organization 

changes. This is indicated by the decrease of work 

discipline and work ethic which has significant 

changes. This work motivation can be seen from two 

sides, namely from internal organization and 

external organization. Sahar F. Abu-Jaraour 

examines the demotivation of someone in the life of 

an organization which states that demotivation can 

be caused by inside and outside factors of the 

organization; the factors cover the financial aspects 

obtained by employees, besides that slow 

development also causes demotivation; external 

factors include the achievement of work life and 

social life; thus, the lower achievement will trigger 

demotivation (Sahar, 2014). 

 

a. Internal Factors  

Internal factor is a factor which comes from the 

inside of the organization as dimensions that arise in 

post organization changes. This factor includes: 

organizational change, work environment, workload, 

placement and diversity. 

Changes made post organizational changes are 

things that must be accepted by government 
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employees. This change should be done in good 

manner to achieve the goals of the change itself. The 

success of organizational change depends on the 

actors of change, namely human resources. If 

changes are made without seeing the situation of the 

human resources, then these changes will not work 

properly. 

Working environment is a factor that create 

demotivation of employee’s performance in post 

organization changes. In this case, the working 

environment will experience some significant 

changes because by these changes, it will change the 

existing work environment. Changes in the work 

environment include physical work environments 

such as working facilities, work tools while non-

physical work environments such as relationships 

between superiors and subordinates. 

Workload is a causal factor for employee’s 

demotivation. In the post organization changes, the 

workload is still not in a normal state as proper as 

the position. Thus,  the workload will tend to 

demotivate employees because the employees must 

experience an increase in workload. 

Placement is one of the factors that cause 

demotivation of employees. Most employees feel 

that the placement of employees does not match the 

passion and background of Education. This becomes 

a challenge for the organization in placing 

employees in the right place. In this case, the term 

man in the right place is very appropriate for the 

organization in placing its employees according to 

the needs of the organization. 

Indonesia as a country that has high diversity is 

certain that the employees in each organization will 

have diversity such as religion, race, ethnicity and 

culture. Diversity can be demotivating when 

organizations do not instill a culture of tolerance and 

respect the diversity that exists. So, when the 

organization does not find diversity management 

that can be applied in the government, this diversity 

will have an impact on the demotivation of 

employees. 

 

b. External Factors 

External factors are factors that come from outside 

of the organization, namely factors from individual 

employees themselves. These individual factors 

come from the personality and daily environment of 

the employee. Although the admission process has 

been carried out through several existing standards, 

the personality of the employee can still be affected 

by the environment around the employee. So that 

over time organizational changes will have an 

impact on the employee itself. 

To confirm the results of this study, especially on 

the dimensions that affect the demotivation of 

government employees, the researchers take 

measurements using a table which is specifically 

designed by the researchers to empirically produce 

results on these indicators. The following are the 

results of measurements using 11 (eleven) 

dimensions of motivation according to Chandra et.al 

(2013). Each informant responds positively or 

negatively to their attitude towards these dimensions 

with the following results in table 1 below: 

 
Table 1: FML Motivation Measurement 

Indicator Response 

Count 

(Employ

ee) 

Percentag

e 

Monetary 

Incentives 

- 74 25% 

+ 226 75% 

 Training 
- 76 25% 

+ 224 75% 

 Job 

Security 

- 90 30% 

+ 210 70% 

 

Recogniti

on 

- 120 40% 

+ 180 60% 

 

Appreciati

on 

- 68 23% 

+ 232 77% 

Job 

Transfer 

- 90 30% 

+ 210 70% 

Working 

Condition

s 

- 86 29% 

+ 214 71% 

Job 

Satisfactio

n 

- 89 30% 

+ 211 70% 

Achievem

ent 

- 162 54% 

+ 138 46% 

Promotion 
- 47 16% 

+ 253 84% 

Social 

Opportuni

ties 

- 77 26% 

+ 223 74% 

Motivatio

n 

- 159 53% 

+ 141 47% 

Monetary incentives are indicators that show the 

importance of financial incentives for employees to 

support motivation. There were 75% (224 people) of 

the total informants said that they felt that financial 

incentive factors were a supporting factor in 

increasing motivation after organizational change. 
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As stated by Wiley (1997) which is concluded that 

good pay is an important motivator regardless of 

age. This shows that a good salary will be a good 

motivator for all working ages. 

Training is the second indicator that has affected 

the motivation. From the informant's response, there 

were about 75% of the total 300 informants who 

stated that training was a support for motivation 

after organizational change while 25% said training 

caused a decrease in work motivation. 

Job Security is an indicator that supports 

motivation. There are 70% of the 300 informants 

who convey job security which increases 

performance motivation and 30% states that the 

indicator is a cause of decreased work motivation. 

Recognition is one of the factors which 

supporting motivation in post organization changes. 

There are 60% of 300 informants stating that the 

recognition has an impact on work motivation after 

organizational change. While 40% said that 

recognition did not make a positive contribution to 

motivation. 

Appreciation is something that has an impact on 

motivation. 77% of the informants said they were 

motivated because of the appreciation given after 

organizational change. While 23% of informants 

said appreciation was a factor that caused a decrease 

in work motivation. 

Job transfer is an indicator that shows 70% of 

300 informants who convey job transfers are things 

that make work motivation increase while 30% of 

informants state that job transfer is a factor that 

causes a decrease in work motivation. 

Working conditions are factors that greatly 

influence employee motivation. There were 71% of 

300 informants stating that working conditions were 

factors that were able to increase employee 

motivation, while 29% of informants stated that 

working conditions had an effect on decreasing work 

motivation. 

Job Satisfaction from informants shows that 70% 

of informants are satisfied with their work. Even 

though, the work done is in the form of routines that 

are carried out every day with minimal variations in 

work. While 30% of informants stated that job 

satisfaction does not have a positive impact on 

motivation. 

Achievement is an indicator that shows the 

response of informants by 46% giving an increase in 

employee motivation, but there are 54% who say 

achievement is not a positive factor in work 

motivation. 

Promotion is an indicator that has a big influence 

on work motivation. Based on the informant's 

response, 84% of informants stated that promotion 

provided an increase in work motivation, but 26% of 

informants stated that they did not have a positive 

influence on work motivation. 

Social Opportunities are the biggest factor of 

several indicators mentioned above. There were 74% 

of informants giving a positive response to the social 

opportunities indicators, while 26% said this 

indicator did not have a positive impact on 

increasing motivation. 

This research is a follow-up research from a 

previous research which produced dimension of 

motivation and implement to SCA post 

organizational changes. 

 

5 CONCLUSION 

Based on the results of the research and literature 

review it can be concluded that: first, factors that can 

increase employee motivation in post organization 

changes are career opportunities and organizational 

development, increased income, new challenges, 

solid teamwork and a positive work atmosphere. 

These factors are able to provide new enthusiasm of 

the employees in accepting and implementing 

organizational changes. Second, based on the results 

of the research that has been conducted, there are 

several factors that make employees demotivated, 

including: organizational change factors, work 

environment, workload, placement, rotation and 

diversity.  
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Abstract: Economic exposure is a measure of change in exchange rates that effect the company’s value as measured in 
the present value as measured in the present value of cash flows that aims to maximize shareholder wealth. 
The purpose of this research is to find out and analyze the effect of the economic exposure of manufacturing 
and mining company. The independent variables of research are firm size, market to book ratio, quick ratio, 
export ratio, debt to asset ratio, earning variability and hedging against value companies with economic 
exposure as intervening variable in Manufacturing and Mining Industry. This research is a statistical study 
of associative. Method of data collection is done through study of documentation. The Population of this 
research is the Manufacturing and Mining industries that are listed in the Indonesia Stock Exchange in 
accordance with the specified criteria as much as 171 companies consisting of 132 manufacturing company 
and 39 mining companies. Methods of data analysis used is using path analysis software with E-views 7.0. 
The research of the first substructure is show firm size, market to book ratio, quick ratio, export ratio, debt 
to asset ratio, earning variability and simultaneously hedging exposure to economics in Manufacturing and 
Mining companies. The export ratio partially positive and significant effect against the economic exposure. 
The second substructure result show firm size, market to book ratio, quick ratio, export ratio, debt to asset 
ratio, earning variability, hedging and economic exposure simultaneously affect the company’s value in 
manufacturing and mining companies. Partially only debt to asset ratio and earning variability which have 
positive and significant influence to company value. Economic exposure is not an intervening variables the 
influence of firm sixe, market to book ratio, quick ratio, the export ratio, debt to asset ratio, earning 
variability and hedging against the value of the company. 

1 INTRODUCTION 

The rapid development process of the world 
economy has increased the relationship of 
interdependence and sharpened world business 
competition. This international trade activity not 
only benefits producers but as a means of meeting 
unlimited consumer needs. Moreover, at this time it 
will take effect and the system of the Asean 
Economic Community (MEA) will take place which 
supports international economic activities. 

This greatly affects the income and expenditure 
of companies that use foreign currencies in export or 
import transactions. The fluctuation of the rupiah 
exchange rate against the USD also affects stocks 
(Hudiwinarti, 1998) In addition, the actions of 
foreign investors who use shares as a means to take 
advantage of currency speculation also influence the 
value of these shares so that the value and 

performance of the company is affected by foreign 
exchange rates (Kuncoro, 2000). According to 
(Faisal, 2001) there are three types of exposures 
caused by changes in exchange rates, namely 
economic translation and economic transaction. 
Translation and transaction exposure are explained 
in accounting calculations defined by the book value 
of assets and liabilities nominated in foreign 
currencies. While economic exposure is the 
sensitivity of a company's value to changes in 
exchange rates. 

According to (Bodnar, a professor from John 
Hopkins University), economic exposure is the total 
impact of changes in a macroeconomic variable on 
the company's market value, where changes in 
exchange rates will affect the nominal value of 
contracts in future contracts which will affect cash 
flows company.  

Researchers who have carried out research on  
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economic exposures such as the (Pritamani, Shome 
dan Singal, 2004) study prove that the company's 
total economic exposure is negatively related to the 
level of stock returns, these variables are proxied as 
variables needed for hedging.  

(He dan Ng, 1998) use the Quick Ratio variable 
as a determinant of the level of economic exposure 
faced by a company. Quick Ratio is a proxy variable 
to reduce the level of hedging carried out by the 
company. Other variables, namely Debt to Equity 
Ratio, can be proxied as a variable needed for 
hedging purposes. 

(Wulandari, 2013) one of them is the mining 
industry because this industry still relies on imported 
raw materials. This strengthening of the exchange 
rate causes local mining products to become more 
expensive so that they are not competitive with 
similar products from competing countries. 

Based on the description of the background, the 
researcher was interested in researching about 
economic exposures with the title "Analysis of 
Economic Exposures to Firm Values in the 
Manufacturing and Mining Industry in the Indonesia 
Stock Exchange". The time period examined is from 
2010-2015. 

2 THEORICAL FRAMEWORK 

(Kanagaraj dan Sikarwar, 2011) conducting research 
under the title "A Firm Level Analysis of the 
Exchange Rate Exposure of Indian Firms", this 
study examined the level of foreign exchange 
exposure and determinants for samples of Indian 
companies. For this purpose, the relationship 
between exchange rates and stock returns for a 
sample of 361 non-financial companies in India with 
the period April 2006 - March 2011. The study 
found that only 16 percent of companies were 
affected by exposure where 10 percent were 
significant. Furthermore, from companies that have 
significant exposure 86 percent of companies have a 
negative influence by Rupee appreciation which 
confirms that Indian companies are exporters. 

(Susilowati, 2015) conducted a research with the 
title "Rupiah Exchange Rate Exposures and Stock 
Returns on Companies Listed on the Kompas 100 
Index". This study aims to determine the effect of 
changes in the real exchange rate index on company 
stock returns. Stock return is used as a proxy for 
company value. The exchange rate exposure of the 
company varies depending on the management 
carried out by the company. Therefore this study 
also aims to analyze the influence of the level of 
foreign operations and explanatory variables of the 
company's hedging policy on the rupiah exchange 

rate exposure faced by the company. The research 
sample was focused on companies listed on the 
Kompas 100 Index in the period 2009 to 2013. 
Based on the selection of samples by purposive 
sampling, the number of samples in this study were 
43 companies. This study uses multiple linear 
regression analysis as a test tool. From the multiple 
linear regression test in the regression model 
equation 1, the beta values of each company are 
obtained which indicate the level of exposure of the 
company's exchange rate. The beta value was tested 
in the equation 2 regression model with the ratio of 
exports, firm size, long-term debt ratio, dividend 
payout ratio, quick ratio, book to market value of 
equity. The results showed that changes in the real 
effective exchange rate index had a significant 
positive effect on stock returns. Companies that have 
export activities benefit when the rupiah exchange 
rate depreciates against the currencies of Indonesia's 
main trading partners. Exchange rate exposure will 
increase along with the increase in the ratio of 
exports owned by the company. This study also 
found empirical evidence that two hedging 
explanatory variables namely dividend payout ratio 
and long-term debt ratio affect the level of exposure. 

(Nur, Binti dan Ahmad, 2015) carried out 
research under the title "Foreign Exchange Exposure 
and Its Determinants Among Some Listed 
Companies From Selected Sectors in Malaysia". 
This study analyzes the exchange rate exposures of 
90 Malaysian companies in various sectors such as 
the agricultural sector, consumer product sector and 
industrial sectors listed on Bursa Malaysia for the 
period January 2008 to December 2012. The results 
of this study indicate that the agricultural sector is 
more affected by exposure than the sector 
consumption and industrial sector. Besides that 
company size, liquidity, debt, asset turnover, profit, 
diversification of currencies and diversification of 
foreign subsidiaries were found to be insignificant in 
explaining the factors that might influence foreign 
exchange exposure.  

The Model Framework in this research is below: 

 
Source: (Kurniawati Sri Lestari & Anggraeni, 2004) (Data 
processed, 2016) 

Figure 1: Research Design 
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3 RESEARCH METHOD 

This study is an associative study in which research 
links two or more variables (Ginting Paham & 
Syafrizal Situmorang, 2008). 

This research was conducted in the 
Manufacturing and Mining Industry on the 
Indonesia Stock Exchange. The observation period 
from 2010 to 2015 was examined on the official 
website www.idx.co.id. The planned time to conduct 
the study was October 2015 to September 2016. 

The population of 132 Manufacturing Industry 
companies and 39 Mining Industry companies. 

4 RESULTS 

The following is a summary of the test results of the 
significance of the simultaneous influence as 
follows: 

Table 1: Test for the Significance of Simultaneous 
Influence for Equation I Structure and Substructure II for 
the Manufacturing and Mining Industry. 

 
 
The following is a summary of the results of the 
partial effect tests as follows: 
 
 
 
 
 

Table 2: Test the Significance of Partial Influence with 
Probability Value (Sig.) For Equation I Structure in 
Manufacturing and Mining Industry. 

 

5 CONCLUSIONS 

1. Based on the results of the study of economic 
exposure analysis on the value of the company in 
the manufacturing and mining industries on the 
Indonesian stock exchange, it can be concluded 
that: Firm size, market to book ratio, quick ratio, 
export ratio, debt to asset ratio and earnings 
variability simultaneously have a positive and 
significant effect on economic exposure in the 
manufacturing and mining industries in the 
Indonesian stock exchange; 

2. Firm Size, market to book ratio, quick ratio, 
export ratio, debt to asset ratio, earnings 
variability and economic exposure 
simultaneously have a positive and significant 
effect on firm value in the manufacturing and 
mining industries in the Indonesian stock 
exchange; 

3. Economic exposure is not an intervening variable 
(intermediary) capable of mediating the 
influence of firm size, market to book ratio, 
quick ratio, export ratio, debt to asset ratio, 
earnings variability, and hedging of firm value in 
manufacturing and mining industries on the stock 
exchange Indonesia; 

4. There are differences in the influence of firm 
size, market to book ratio, quick ratio, export 
ratio, debt to asset ratio and earnings variability 
on economic exposures that do hedging and no 
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hedging in the manufacturing and mining 
industries in the Indonesian stock exchange; 

5. There is a difference in the influence of firm size, 
market to book ratio, quick ratio, export ratio, 
debt to asset ratio and earnings variability on the 
value of the company through economic 
exposure to hedging and non-hedging in the 
manufacturing and mining industries in the 
Indonesian stock exchange. 

6 SUGGESTION  

Based on the conclusions from the results of the 
research as stated earlier, the suggestions that can be 
given are as follows 
1. The firm size of the manufacturing and mining 

industry companies can be seen from the 
research results that firm size has a positive and 
significant impact on the value of the company. 
There is a good idea for the company to control 
its firm size if it wants to develop the company 
even more in the international trade arena. the 
greater the firm size of the company, the greater 
the risk of being exposed to economic exposures 
because the company carries out international 
trade cooperation with foreign companies and the 
inflow of cash and assets in foreign currencies 
will increase, so the management of the company 
must be able to cast a watch on the movement of 
the rupiah the company does not carry out 
policies in hedging, the company will be at 
greater risk of being exposed to economic 
exposure which will result in a decrease in the 
value of the company. 

2. In this study, the market to book ratio has a 
positive but insignificant effect on firm value and 
economic exposure for the manufacturing and 
mining industries, this might occur if at the time 
of the year examined some of the company's 
conditions were not good because economic 
movements in the country were experiencing a 
crisis so that the company's ability to increase its 
growth rate is very difficult. Moreover, people's 
purchasing power is declining, which makes the 
sale of production from the manufacturing 
industry very bad, as well as companies that do 
certain materials to make their products by 
importing raw materials from other countries, of 
course, the cost of production costs will be 
impact on the sale of these products. So that 
manufacturing and mining companies can take a 
way by carrying out various promotional 
strategies in increasing sales to cover large 

operational costs so as not to have a significant 
impact on the company's growth. 

3. In this study more quick ratios have a negative 
and insignificant impact on economic exposure 
but there are also those that have a negative and 
significant impact on the value of the company in 
the mining industry. of course this is very 
worrying for some companies because it is how 
well the company fulfills its obligations, this has 
a negative impact on exposure because if the 
amount of assets or cash in foreign currencies is 
very risky when they want to make liabilities to 
other companies. This can be anticipated by 
carrying out hedging policies when conducting 
work agreements, so that the value of sales or 
purchases of raw materials that we do are not 
subject to increases or decreases in the exchange 
rates of these currencies. 

4. The mining industry must pay more attention to 
the export ratio and continue to monitor its 
progress so that it is still in good condition and 
under control because the export ratio is a 
variable that influences economic exposure and 
also affects the value of the company. Where in 
maintaining stability, companies engaged in the 
mining industry must better understand and 
master the techniques of using derivative 
instruments such as SWAP and Hedging, where 
hedging is a variable that plays an important role 
in economic exposure for companies that 
conduct international trade. But in this study 
hedging has no significant effect on economic 
exposure in the manufacturing industry only in 
the mining industry hedging has a positive and 
significant effect on economic exposure and on 
the value of the company through economic 
exposure. Mining is more significant because 
Indonesia is rich in natural products in the form 
of mining materials such as gold, aluminum, 
coal, nickel and so on. However, some 
companies have not directly processed it into 
finished goods and have chosen to export raw 
materials and re-import after being semi-finished 
goods so that mining more often applies hedging 
policies to protect the value of export sales and 
import activities from their mining products. 

5. This research is expected to be able to 
complement previous research related to 
economic exposures and can add references or 
knowledge about economic exposure in a 
subsequent scientific work by adding more 
extensive independent variables. 

6. This research is expected to be an input for 
financial managers to pay more attention to any 
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company internal factors that influence the 
occurrence of economic exposure in its 
operational activities.  
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Abstract: Economic growth is one of the most important factors to measure the success of economic development. 

The aim of economic development is to achieve high economic growth, maintain price stability, and 

overcome unemployment problems, maintain balance of payments balance and distribute income more 

equitably and evenly. The purpose of this study was to look at the effects ofm exports, government 

spending, and the workforce that worked on economic growth in North Sumatra during the period 2003-

2017. This study uses secondary data obtained directly from Badan Pusat Statistik and department or agency 

concerned. The analysis used descriptive quantitative analysis of Ordinary Least Square (OLS). In this study 

using Eviews 9 as an estimation tool. The regression showed that the Export is not significant positive effect 

on the economic growth, Government Expenditure is significantly positive effect on the economic growth, 

and Labor Force is significantly positive effect on the economic growth. Then the relationship between the 

Export, Government Expenditure, and the Labor Force with Economic Growth of  98.03% and 1.97% is 

explained by other factors not mentioned in this model. 

1 INTRODUCTION 

Economic growth is one of the most important 
factors to measure the success of economic 
development. Economic growth shows the extent to 
which economic activity is able to generate 
additional income in a certain period (Sukirno: 
2008). 

Economic growth is the development of 
economic activities that have an impact on 
increasing the amount of production of goods and 
services produced by the community, and 
encourages the increasing prosperity of the 
community. Increased economic growth is a top 
priority for regional governments. In the success of 
economic growth, employment opportunities, 
reducing poverty, improving nutrition and health, 
including education will improve. 

Positive economic growth shows that people who 
are in a country have been able to fulfill their basic 
needs and have even been able to obtain welfare. In 
contrast, declining economic growth shows that the 

condition of people's welfare also declined in the 
country. 

The aim of economic development is to achieve 
high economic growth, maintain price stability, and 
overcome unemployment problems, maintain 
balance of payments balance, and distribute income 
more equitably and evenly. According to Todaro 
(2000), development must be interpreted as a 
multimensional process involving major changes in   

social structure, familiar mental attitudes and 
national institutions including acceleration 
(acceleration of economic growth, reduction of 
inequality and the eradication of absolute poverty). 

According to Simon Kuznets, economic growth 
is a long-term increase in the ability of a country to 
provide more economic goods to its population. 
Based on the open economy concept, where 
economic growth is an aggregate of household 
sector consumption, investment, government sector 
expenditure, and foreign trade in the import-export 
sector (Y = C + I + G + NX). 

North Sumatra is one of the largest provinces in 
Indonesia and has abundant potential resources. 
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Below is presented data on the comparison of North 
Sumatra's economic growth with Indonesia's 
economic growth during the 2011-2017 period. 
 
Table 1: Comparison of North Sumatra's economic 

growth with Indonesia's economic growth 
 

Years  North Sumatera 
Economic Growth 

(%) 

Indonesian 
Economic 

Growth (%) 

2011 6.63 6.44 

2012 6.45 6.19 

2013 6.07 5.56 

2014 5.23 5.02 

2015 5.10 4.79 

2016 5.18 5.02 

2017 5.12 5.10 

From Table  above, it can be seen that the 
economic growth of North Sumatera has decreased 
from year to year unless it is known that 2016 has 
increased. The economic performance of North 
Sumatera in 2016 when compared to 2015, grew by 
5.18%. the increase was due to the fact that most 
businesses also experienced good growth. However, 
North Sumatera's economic growth is above the 
average economic growth in Indonesia. 

In 2016 North Sumatera's export volume reached 
8.39 million tons with exports reaching US $ 7.77 
billion. The main export commodity of North 
Sumatra is vegetable oil and animal fats which 
reached US $ 2.99 billion (38.48% of the export 
value of US $ 7.77 billion) 

North Sumatera is the fourth province with the 
largest population in Indonesia after West Java, East 
Java and Central Java. According to the results of 
the census carried out in 2010 in May, the 
population of North Sumatera reached 12,982,204 
people with population coverage reaching 188 
people per km². The population growth rate of North 
Sumatra during the period of 2000-2010 reached 
1.12% per year. The labor force participation rate in 
North Sumatera shows fluctuations. 

2 THEORICAL FRAMEWORK 

Economic growth 
Harrod-Domar”s theory in Dornbusch and Fisher 
(2004) this economics theory analyzes the 
relationship between growth level and inflation 
level. The idea is that at a certain level of national 
income is sufficient to absorb all workers, with wage 
level in the next period would no longer sufficient to 
absorb all the existing all workers. The occurs 
because of the additional production capacity in the 
initial period and available in the following period. 

Thus required the additional funds to achieve the 
absorption level of full employment in the next 
periode, by calculating the relationship between 
capital (capital stok = K), with the production result 
(output = Y), or with a capital output ratio (COR). 

Economic growth is one of the most important 
indicators in carrying out an analysis of economic 
development that occurs in a country. Economic 
growth is one process where the production capacity 
of an economy increases over time to produce 
increasingly large levels of income (Todaro: 2006). 

According to Lincolin Arsyad (2010), economic 
growth is an increase in GDP / GNP regardless of 
whether the increase is greater or smaller than the 
population growth rate, or whether changes in 
economic structure occur or not. 

According to Sukirno, (2004), that economic 
growth explains or measures the achievement of the 
development of an economy, whereas in 
macroeconomic analysis the level of economic 
growth achieved by a country is measured by the 
development of real national income achieved by a 
country. 

 
Export 
In macroeconomic theory, the relationship between 
exports with the level of economic growth or 
national income is an identity equation because 
exports are part of the national income level 
(Oiconta, 2006). From the point of the expenditure, 
exports are one of the most important factors in the 
Gross National Product (GNP) so that with a change 
in the value of exports, in income of te community 
directly will also undergo changes. On the other 
hand, higher a country”s exports would cause the 
economy will be very sensitive to the fluctuations in 
the international markets and the world economy 
(Irham and Yogi, 2003).  

Exports are an outflow of goods and services 
from one country to the international market. 
Exports occur because the need for certain goods or 
services is sufficient in the country or because the 
production of goods / services can be competitive 
both in price and quality with similar products in the 
international market. 

According to Todaro (2006), exports are 
international trade activities that provide stimuli to 
foster domestic demand which causes the growth of 
large industries, along with a stable political 
structure and flexible social institutions. In other 
words, exports reflect trade activities among nations 
that can provide a boost in the dynamic growth of 
international trade, so that a developing country is 
likely to achieve economic progress as well as with 
more developed countries. 
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Government Expenditures 
According to Guritno (2001), government 
expenditure is the value of spending carried out by 
the government that is used for the benefit of the 
community. Government expenditure reflects 
government policy, where if the government has 
written a policy to buy goods and services, 
government expenditure reflects the costs that must 
be spent by the government to implement the policy. 

Government routine expenditures are 
expenditures for the maintenance or administration 
of daily government. Included in routine expenditure 
are employee expenditure, goods expenditure, 
autonomous regional subsidies, interest and other 
debt repayments. 

Development expenditure is an expenditure 
intended to finance development programs, so that 
the budget is always adjusted to funds mobilized. 
These funds are then allocated to various fields in 
accordance with the priorities planned in Repelita. In 
addition to financing sectoral expenditures through 
development departments or agencies, it also 
finances regional special projects known as the 
Inpres (Presidential Instruction) projects, both 
carried out by the center and each region. 

 
Labor Force 
According to Todaro (2000), population growth and 
labor force growth is traditionally regarded as one of 
the positive factors that accelerate economic growth. 
The grater amount of labor means will increase the 
level of production, while the greater population 
growth means a larger size of its domestic market. 

Lewis in Todaro (2004) the homogeneous and 
unskilled labor force is considered to be able to 
move and shift from the traditional sector to the 
modern sector smoothly and in limited quantities. 
These circumstances, labor supply contains a high 
elasticity. Increased demand for labor (from the 
traditional sector) root in the expansion of modern 
sector activities. Thus one of the factors that 
influence the economic growth is labor. 

 
Conceptual framework 
Based on the above theoretical concepts, the 
conceptual framework of the research can be 
described, namely: 
 
 
 
 
 
 
 
 
 

Figure 1: Conceptual Framework 

 
Hypothesis 
The hypothesis is a temporary answer to an existing 
problem. This means that the existing hypothetical 
does not mean the final answer, but becomes a 
temporary conclusion that must be tested with data 
that has a relationship, or by looking at the facts that 
occur in the field. 
The hypotheses in this study are: 
a. Exports have a positive effect on North 

Sumatra's economic growth 
b. Government spending has a positive effect on 

North Sumatra's economic growth 
c. The labor force that works has a positive effect 

on the economic growth of North Sumatra 
 

3 RESEARCH METHOD 

This study focuses on the economic growth of North 

Sumatra Province. Where the independent variables 

are exports, government expenditure, and labor 

force. Whereas GDP at the constant price of 2010 is 

the dependent variable. 

The type of data used in this study is secondary 

data in the form of quantitative time series, namely 

data in the form of numbers and data sources 

obtained through the report of the Central Sumatra 

Provincial Statistics Agency (BPS), Bank Indonesia 

and other supporting data obtained from journals, 

books and previous research. 

The operational limits of this research are carried 

out by observing the effect of exports, government 

spending and the labor force on economic growth in 

North Sumatra. The data analysis method used in 

this study is the Ordinary Least Square (OLS) 

method. Where this method is used to obtain 

estimates from a regression line by minimizing the 

number of squares of errors for each observation of 

the line (Kuncoro, 2007). This method is used in 

analyzing the effect of independent variables on the 

dependent variable with the following equation: 

Y = α + β1X1 +β2X2 + β3X3 + e 

 

Where : 

α = constant 

β1, β2, β3 = coefficient of each variable 

X1 = export 

X2 = government expenditure 

X3 = labor force 

e = error term 

 

 

Export 

Expenditure 

Government 

Labor 

Force 

Economic 

Growth 
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4 ANALYSIS 

1. Linear regression 

From the results of multiple linear regression 

analysis using the OLS method, an equation model 

can be drawn for the effect of exports, government 

expenditure, and the labor force on economic growth 

in North Sumatra. 

 

 

Table 2 : The Results of Linear Regression Analysis 

  Dependent Variable: PDRB   

  Method: Least Squares   

  Date: 11/24/18   Time: 19:52   

  Sample: 2003 2017   

  Included observations: 15   

Variable Coefficient Std. Error t-Statistic    Prob.   

C 35597.71 64772.97 0.546258    0.5173 

EKSPOR 242.4329 240.2548 1.009066    0.3246 

AK 0.039310 0.015365 2.558381    0.0266 

PP 21.50248 2.062032 10.91277    0.0000 

  R-squared 

 

0.980399 Mean dependent var 323022.8 

  Adjusted R-squared 

 

0.972768 S.D. dependent var 82517.87 

  S.E. of regression 

 

13617.13  Akaike info criterion 22.09922 

  Sum squared resid 

 

2.04E+09  Schwarz criterion 22.28804 

  Log likelihood 

 -

161.7442 

 Hannan-Quinn 

criter. 22.09721 

  F-statistic 

 

167.7021 

 Durbin-Watson 

stat 1.741370 

Prob(F-statistic) 

 

0.000000    

 

Based on the data obtained from the results of the 

research and the data that has been processed using 

the Eviews 9 program, the regression results can be 

obtained as follows: 

 

Y = 35597.71 + 242.4329 X1 + 22.50248 X2  +  

0.039310 X3 

 

From the regression equation above, an 

interpretation of the model can be made as follows: 

a. The regression coefficient for the export variable 

is 242.4329, so it can be said that the export variable 

has a positive effect on economic growth in North 

Sumatra. Judging from the probability value of 

0.3246 where the probability value > α = 0.05, it can 

be stated that the export variable does not 

significantly influence economic growth in North 

Sumatra. 

b. Regression coefficients for government 

expenditure variables are 22.50248, it can be said 

that government expenditure variables have a 

positive effect on economic growth in North 

Sumatra. Judging from the probability value of 

0.0000, because the probability value is < α = 0.05, 

it can be stated that the variable government 

expenditure has a significant effect on economic 

growth in North Sumatra. 

c. The regression coefficient for the labor force 

variable (AK) is 0.039310, it can be stated that the 

labor force variable has a positive effect on 

economic growth in North Sumatra. Judging from 

the probability value for this variable is 0.0266, 
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because the probability is < α = 0.05, it can be stated 

that labor force variables significantly influence 

economic growth in North Sumatra. 

 

2. Determination Coefficient (R-Square / R²) 

 

Table 3 : The Results of R-Square 

R -Square Adjusted R-Square 

0.980399 0.972768 

 

Based on the table above, the value of R² is 

0.980399. this indicates that the independent 

variables together were able to give an explanation 

of the dependent variable at 98.03%. The 1.97% is 

explained by other variables outside the model. 

 

3. T-test (Partial Test) 

 

Table 4: The Results of T-Test 

No Explanatio
n 

t-count Sig. 

1 Export 1.0090
66 

0.3246 

2 Governme
nt Expenditure  

10.912
77 

0.0000 

3 Labor 
Force 

2.5583
81 

0.0266 

 

4. F-Statistic Test (Overall Test) 

This test looks at how much influence the variable 

X1 (Export), X2 (Government Expenditures), and 

X3 (Labor Force that works) together on variable Y 

(Economic Growth North Sumatra). 

 

Table 5: The Result of F-Statistic Test 

F-count Si
g 

167.7021 0.
0000 

Based on the results of the regression model analysis 

above, it can be seen that F-count > F-table 

(167.7021> 3.20), then Ho is rejected and Ha is 

accepted. This means that together the variables of 

Export, Government Expenditures and Labor Force 

that work significantly influence the Economic 

Growth of North Sumatra at α = 5%. 

5 CONCLUSION 

1. Export has a positive and insignificant effect on 

economic growth in North Sumatra. Where every 

increase of Rp. 1 billion total exports resulted in 

an increase in economic growth of Rp. 242.4329 

billion assuming ceteris paribus. 

2. Government expenditure has a positive and 

significant effect on economic growth in North 

Sumatra. Where every increase of Rp. 1 billion 

total government expenditure resulted in an 

increase in economic growth of Rp. 22.50248 

billion assuming ceteris paribus. 

3. The labor force that works has a positive and 

significant effect on economic growth in North 

Sumatra. Where each increase of 1 laborforce 

that work is resulting in an increase in economic 

growth of Rp. 0.039310 billion assuming ceteris 

paribus. 

 

6 RECOMMENDATION 

Seeing the condition of Indonesia's economic 

growth, especially North Sumatra, so that it will 

improve in the future, the authors provide the 

following suggestions: 

1. In increasing economic growth in North 

Sumatra, macroeconomic indicators such as 

exports, government expenditures and the labor 

force must also improve. 

2. In supporting export growth, government and 

private financial institutions must be able to 

channel loans to the right real sectors, especially 

the agricultural sector, small and medium 

industries, and other sectors that are export-

oriented. 

3. In improving the quality of the labor force, 

government and private institutions must be 

able to provide training and experience to the 

laborforce so that their production results are 

more productive. 
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Abstract: Understanding volatility of rupiah exchange rate very important because interdependency of macro 

economic variables. Fluctuation one of macroeconomic variables then rupiah exchange rate volatility certain 
follow moving appreciation or depreciation suspend from fast or slow fluctuation one of macroeconomic 
variables. Dornbusch theory state with the concept of "Overshooting" (soaring/fluctuating) with the 
"Monetary Sticky Price" model. The basis of this model is the uncertainty of fluctuating high rupiah 
exchange rate volatility. This study explores how the interdependence of macroeconomic variables on 
rupiah exchange rate volatility. The data used series time data were conducted that accepted from Economic 
and Financial Statistics Bank of Indonesia during the period of 2008-2017. The methods used in this 
research were Vector Autoregression (VAR). The results of the study concluded that (1) in the short term 
dominant cointegration towards inflation, the money supply, the export of non-oil and gas commodities (2) 
while the medium term cointegration towards interest rates (3) and while in the long term cointegration of 
gross domestic product (4) In addition, non commodity export shocks Oil and gas in the short term does not 
provide a dominant contribution to the volatility of the rupiah exchange rate, in the medium term interest 
rates make a dominant contribution to the volatility of the rupiah exchange rate, and in long-term growth 
(GROW) make a dominant contribution to the volatility of the rupiah. Government policy simulations 
emphasize interest rates to 6.5 percent so that inflation can subside after the 2008 global crisis, but not 
reduce the money supply and increase economic growth, the government is important to simulate other 
policies to better anticipate the global crisis. 

 
 

1 INTRODUCTION

Economic and financial stability is currently 
inseparable from changes in the development of 
macroeconomic variables that affect the volatility of 
the rupiah exchange rate. One of the changes in the 
development of macroeconomic variables is that 
they are unstable, which can result in a turbulent 
global financial crisis that has changed the world 
economic order, especially Indonesia, and has a 
significant effect on the volatility of the rupiah 
(Bank Indonesia, 2016).  

One of the theories of exchange rate volatility is 
that introduced by Rudi Dornbusch (in Pilbeam, 
2016) using the concept of "Overshooting" with the 
"Sticky hgjsMonetary Price" model. The basis of 
this model is the uncertainty of soaring high 
exchange rate volatility. With the concept of 
overshooting the exchange rate, it is assumed that 

there are several parts of the economy that cause 
instability from other parties, especially the 
exogenous variables change, which results in short-
term effects on exchange rates that can be greater or 
higher in long-term effects so that the exchange rate 
exceeds its value in the long run. One exogenous 
variable changes as the high interest rates affect the 
depreciation of the exchange rate in the short term so 
that the possibility of price increases can be 
followed by exchange rate behavior, the 
overshooting trend of exchange rates is in the long 
run. 

As is known by the phenomenon that has 
occurred in Indonesia in 1997/1998, there was an 
economic crisis in which the turbulent 
macroeconomy which quickly affected economic 
fundamentals through the exchange rate channel. 
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Assuming, from Dornbush's theory that there are 
several macroeconomic variables such as inflation, 
interest rates, and the money supply that affect 
exchange rate volatility, where price increases will 
create supply of goods which will increase relative 
prices of domestic goods as a result of exchange 
rates depreciated by 8,025 Rupiah/USD (Indonesian 
Economic Report, 1998) so interest rates were also 
high through behavioral balance in the money 
market so that the money supply increased which 
caused slow and depressed exchange rate 
movements in the short term. 

From this study it can be concluded that 
exchange rate volatility applies to free floating 
systems. From this phenomenon can be presented a 
graph of the development of rupiah exchange rate 
volatility from 2008 to 2017 in Figure 1. is Volatility 
of Exchange Rate 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

Figure 1: Volatility of Exchange Rate 
Source: Bank of Indonesia 

 
From the graph it can be seen that the rupiah 

exchange rate over the past ten years has fluctuated 
quite as much as in 2008, 2013 and 2015. However, 
consistent and prudent macroeconomic policies 
accompanied by exchange rate stabilization 
measures can generally reduce the pressure 
excessive. Despite being hit by a variety of 
fluctuations, the rupiah exchange rate moved 
steadily from 2009 to 2013 in quarter III. However, 
the impact of the wider global financial crisis 
triggered a significant amount of asset release by 
investors, which caused strong pressure on the 
rupiah exchange rate during the third quarter of 
2015. In 2015 in the quarter III the rupiah exchange 
rate volatility experienced depreciation at the level 
of Rp. 14,657, but in the fourth quarter of 2015 the 
exchange rate volatility appreciated until the fourth 
quarter of 2016 which had a good impact on 
macroeconomic variables with 5.5 percent inflation 

in 2016 to 4.25 percent. In 2017, the decline caused 
by macroeconomic variables, the BI rate interest rate 
rose above inflation, triggering the growth of the real 
sector and declining capital costs and increasing 
demand for banks which could then increase 
economic growth. 
Judging from the trend above, which causes the 
development of exchange rate volatility inevitably 
fluctuates from the impact of macroeconomic 
variables. Next in Figure 1.2. is inflation, interest 
rates, and gross domestic product 

presented graphs of developments in inflation, 
GDP, interest rates, JUB, and commodity exports 
(non-oil and gas) that affect the volatility of the 
rupiah exchange rate in 2008-2017. 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
Figure 2: Inflation, interest rates, and gross domestic 
product 
 
 

 

 

 

 

 

 

 

 

 

 

 

 
 
 
Figure 3: Money supply and commodity exports of 
non-oil and gas 
Source: SEKI, Bank of Indonesia 

 
When seen the volatility trend of the rupiah 

exchange rate in the past decade has depreciated, it 
shows that the rupiah has declined against the US 
dollar due to the global crisis. Figure 1.2 (a), 
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inflation shows a rising trend due to world oil prices 
reaching 9.2 percent so the inflation trend reaches 
11.06 percent and experienced a significant 
economic slowdown of 6.01 percent. At the same 
time, BI emphasized the interest rate (BI Rate) was 
much lower, emphasizing interest rates would have 
an impact on increasing the money supply (Pohan, 
2008). But from the post-global crisis BI focused its 
financial performance so that the economic crisis 
could subside which was done by emphasizing the 
price of oil to be cheaper and sharp enough to lower 
oil prices so that inflation could subside around 2.78 
percent so that the inflation trend declined and 
returned within the target range the country 
especially Indonesia to emphasize lower interest 
rates and improve economic growth towards a 
positive direction. 

The decline in domestic inflation, in theory is 
very much responded by the public to reduce the 
price of commodity goods, the world of work to 
increase employment and reduce unemployment, 
and rising economic growth towards a positive 
direction for the welfare of society. Likewise, the 
trend in the interest rate in 2010 began to decline 
due to appreciation in the rupiah exchange rate 
appreciation, but JUB continued to show 
improvement. The rupiah exchange rate during the 
2011-2012 period has weakened to depreciate 
against the US dollar, as shown in Figure 1.2 (a) is 
inflation, interest rates, and gross domestic product) 
where the same year inflation, interest rates indicate 
a decline and economic growth also slowed by 6.11 
percent, seen from Figure 1.2 (a) is inflation, interest 
rates, and gross domestic product) so trend inflation, 
interest rates, and economic growth intersect with 
JUB in fact increase as in Figure 1.2 (b) is money 
supply and commodity exports of non-oil and gas). 
Seeing the condition of the rupiah exchange rate 
increase, exports of goods will also increase abroad. 
The export price of the goods tends to be cheap 
compared to the prices of domestic goods, which 
causes the supply of goods both domestic and 
foreign to increase, in turn, will reduce the price of 
the goods so that the CPI must be able to be 
controlled with the target can help the inflation 
process towards lower long term. And it is seen that 
the inflation trend in 2012 has slightly increased, this 
indicates that a significant increase in JUB can cause 
the inflation rate to rise. 

 
 
 

2 THEORICAL FRAMEWORK 

2.1. Rupiah Exchange Rate Volatility 
Overshooting exchange rates can occur when 
exchange rates adjust faster than goods and services. 

Dornbusch treats the exchange rate as a jump 
variable where the exchange rate adjusts quickly to 
the disruption of the economy, while other variables 
such as output, price, and interest rates are in 
adjustment to be slow to barely move. Dornbusch 
extends the version of the perfect capital mobility 
from Mundel-Fleming. Dornbusch includes 
exchange rate expectations to explain volatility in 
exchange rates and include dynamic elements 
(Dornbusch, 1980). 

The characteristics of the Dornbusch model are 
sticky prices in the short term. Overshooting the 
model involves the process of adjusting in exchange 
rates and immovable prices at the same speed level. 
Suppose there is a monetary expansion. Short-term 
expansion of monetary policy causes interest rates to 
fall. This reduction in interest rates immediately 
pushes adjustments in exchange rates but prices 
adjust gradually. In response to a shock to the 
economy, the exchange rate will be overshooting the 
level of balance. First of all the exchange rate will 
move to a level above the balance then it will 
gradually return to the long-term balance. 

 
2.2. Macroeconomic Variables 
Macroeconomics is a branch of economics that 
studies the phenomenon of economic indicators in 
aggregate or whole, for example economic growth, 
unemployment, inflation, interest rates, circulation 
of money in an economy. Macroeconomic 
explanations include economic changes that affect 
all households, companies, and markets simultan 
(Mankiw, 2004: 500). And there are also four keys 
in the macro market, namely (1) natural resources, 
(2) exports of goods and services or commodities, 
(3) loanable funds, and (4) foreign exchange 
(exchange rates) (Sobel, 2009). 

 
Inflation 
Inflation is one indicator of macroeconomic 
variables in analyzing the economy of a country, 
especially related to the broad impact on aggregate 
macroeconomic variables. According to Lerner 
(Gunawan, 1995), inflation is a situation where there 
is an excess demand for goods and services as a 
whole. According to Keynesian theory, inflation is 
an excess of money supply compared to demand and 
without expansion of money supply, excess 
aggregate demand can occur if the increase in 
consumption expenditure, investment, government 
expenditure, and exports, thus inflation can be 
caused by monetary and non-monetary factors 
(Gunawan, 1995). 
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Interest rate 
Interest rate stability is expected, because the 
stability of interest rates also encourages financial 
market stability so that the ability of financial 
markets to channel funds from people who have 
productive investment opportunities can run 
smoothly and economic activities also remain stable 
According to Mishkin (2008: 60) and interest rates 
are one indicator of macroeconomic variables in 
analyzing the economy of a country is mainly 
related to the widespread impact on macroeconomic 
variables in the aggregate (Gunawan, 1995). 
Therefore, Bank Indonesia is in charge of 
maintaining the stability of interest rates to create a 
more stable financial market. 
 
Gross Domestik Product 
According to Robert B. Barsky in N. Gregory 
Mankiw (2005; 15), Gross Domestic Product (GDP) 
is the total income from the production of goods 
equal to the amount of wages and profits in the 
upper half of the circulation of money. Gross 
Domestic Product (GDP) is the market value of coal 
and final services produced in the economy for a 
certain period of time. GDP is often considered the 
best measure of economic performance. This 
statistic is calculated every three months by the 
Bureau of Economic Analysis from a large number 
of primary data sources. The goal of GDP is to 
summarize economic activity in the value of a single 
currency over a long-term period. 
 
Money Supply 
The amount of money is one of the indicators of 
economic macro variables, which in the form of 
capital, which are based on the balance of the 
quantity of money. The amount of money is in the 
wild (just supply) holding the investor in the 
economy of a country. The amount of money that is 
released in the economy of a country will be able to 
give a boost to the exchange rate of its currency 
against foreign currencies. The increase in the offer 
of money or the amount of money will increase the 
price of goods which are measured by the value of 
money and will also increase the price of foreign 
exchange measured by the domestic currency 
(Triyono, 2008). 
 
Exports Of Non-Oil And Gas Commodities 
Countries that have implemented an open economic 
system will interact freely with other economies 
throughout the world. One of the activities of 
international economic interaction is by conducting 

commodity exports (Non-oil and gas). According to 
Tietenberg (2014: 149) that commodity exports 
(non-oil and gas) are energy resources that are 
endless and renewable. Resources (Non-oil and gas) 
do not have a limited amount at a certain time so that 
if the resources are depleted, this will certainly not 
interfere and will not hinder the sustainability of 
economic development. The non-oil and gas sector 
consists of the agriculture, mining and minerals sub-
sectors, as well as the processing industry. These 
three non-oil and gas subsectors have important 
contributions to Indonesia's economic and financial 
growth. 
 
 
 

3 RESEARCH METHOD 
 
This study discusses the analysis of interdependency 
of macroeconomic variables on the volatility of the 
rupiah exchange rate. This study use the Vector 
Auto Regression (VAR) method to see the short and 
long term endogenous variables which are 
considered to have interdependence between 
macroeconomic variables towards the volatility of 
the rupiah exchange rate. The type of data used in 
this study is secondary data that is time series in the 
observation period Q: 1 2008 up to Q: IV 2017. The 
data sources used for this study are allowed from 
Indonesia Financial and Economic Statistics (SEKI) 
published by Bank of Indonesia (BI), the Indonesian 
Economic Report (LPI), and the Central Statistics 
Agency (BPS). 

The Vector Auto Regression (VAR) method first 
proposed by Sims (1980) appears as a solution to the 
problem of the complexity of estimation and 
inference processes because of the presence of 
endogenous variables on both sides of the equation 
(variable endogeneity) which are dependent and 
independent. While economic theory alone as a basis 
for consideration of simultaneous equations will not 
be sufficiently complete in providing strict and 
precise specifications for dynamic relationships 
between variables (Yahya, 2017). 

The VAR stage is to do stationary testing of the 
data used in determining the maximum lag and 
optimal lag that will be used to perform stationary 
tests, cointegration tests, estimation of the VAR 
model, impulse response, and variance 
decomposition. 
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Stationary Data Test (Root Test Unit / Unit Root 
Test) 
The first step in processing time series data is by 
testing stationarity or unit root test. Stationary data 
will tend to approach average values and fluctuate 
around the average or have a constant range. If the 
data is stationary, then the method chosen is the 
VAR method and if it is not stationary then use the 
VECM method. (Ayyuniyyah, Laily and Beik, 
2013). The assessment of Dickey and Fuller's 
methods (Gujarati, 1998) are as follows: 

∆ ∆  

where: 
Y = observed variable 
Δ  =  −  – 1   
T  = time trend 
 
Cointegration Test (Optimal Lag Length) 
To determine the length of lag used supporting 
parameters, namely: AIC (Akaike Information 
Criterion), SIC (Schwarz Information Criterion), and 
LR (Likelihood Ratio). Determination of the number 
of lags used from the VAR equation with AIC, SIC, 
or LR is the smallest amount of lag. The value of 
AIC, SIC, or LR is useful for choosing the best 
model. However, if there is a contradiction between 
the values of AIC, SIC, and LR, the criteria of SIC is 
used because the SIC criteria provide a scale that is 
greater than the other criteria. 

According to Enders (2014) the calculations of 
AIC and SC are as follows: 

AIC (k)=  ln
	

 

where: 
T  = number of observations used 
K  = lag length 
SSR  = Redisual Sum of Squares 
N  = number of money parameters estimated 
 
Johansen Cointegration Test 
In this study the cointegration test used was the 
cointegration test developed by Johansen. This test 
can be used to determine the cointegration of a 
number of variables (vectors). In the Johansen 
cointegration test carried out with two statistical 
tests, the first to test the null hypothesis can use trace 
test statistics which require that the number of 
cointegration directions is less than or equal to p and 
this test can be done as follows: 

trace(r) = -T i ∑ 	 	(1- i) 
where:  
	 + 1, ...  declares the value of the smallest 

eigenvectors (  − ). 
 

Vector Auto Regression (VAR) of Analysis Model 
VAR is a system and equation with the number of 
endogenous variables as much as n. VAR is a 
multivariate time series which assumes that all 
variables are endogenous variables. Sims (1980) 
states that there is true simultaneity between all 
variables. Then all related variables must be treated 
correctly, there must be no difference in treatment 
between endogenous and exogenous variables. 
Enders (2014) formulates primitive first order 
bivariate systems which are written as follows: 

yt = b10–b12 zt+γ11 yt-1+γ12 zt-1+εyt 
 
Impulse Response Function (IRF) 
Impulse Response is one of the important analyzes 
in the VAR / VECM model. This impulse response 
analysis tracks the response of endogenous variables 
in the VAR / VECM system due to shock or changes 
in the disturbance variable (e). The impulse response 
in this study was conducted to determine the 
interdependence response of macroeconomic 
variables to the volatility of the rupiah exchange 
rate. 
 
Forecasting Error Variance Decomposition 
In addition to the impulse response in the VAR / 
VECM model it also provides analysis of 
Forecasting Error Variance Decomposition or often 
called variance decomposition. In a variance 
decomposition, it can be seen the relative 
importance of each variable in the VAR / VECM 
system due to shock. Variance decomposition is 
useful for predicting the contribution percentage of 
each variable due to changes in certain variables in 
the VAR / VECM system. 
 
Granger Causality Analysis 
In economic analysis, the causal relationship 
between variables does not only run in one direction. 
So through the granger causality test in essence it 
can indicate whether a variable has a two-way 
relationship or only one direction. In regression 
analysis, even though we have made the influence of 
one variable on other variables, it is not explained 
the direction of the relationship of the variable. In 
other words, the extension of the relationship 
between variables does not indicate causality or 
direction of the relationship. Causality Test 
generally uses a test developed by Genger, with the 
Granger Causality Test method. 

Equation models that can be formed from the 
above conditions are: 

	∝ 	∝ ∝ ∝
∝ ∝  
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where: 
Y : Dependent Variable (NTR) 
∝_0 : constants 
∝_1 : matrix parameter n x n, for every 1 = 1, 2, ... p 
X_1 : INF 
X_2 : SB 
X_3 : GDP 
X_4 : JUB 
X_5 : EXKNM 
 

To reinforce the causality model above, an F-
Test can be done for each regression. To test the 
hypothesis, the F test is used as follows: 

F=
/

/
 

where : 
m  = number of lags 
k = number of parameters estimated in unrestricted 

regression 
 
 
 

4 ANALYSIS 
 
This research is a follow-up study from previous 
studies that produced a design method of analysis 
that produces about: 
 
Development of Volatility in Rupiah Exchange 
Rates 
Throughout 2008 to 2017, there were three peaks 
where the exchange rate volatility depreciated, 
namely in 2008, 2013, and 2015 where in all three 
years all goods needs rose continuously which 
resulted in a weak rupiah exchange rate. However, 
consistent and prudent macroeconomic policies 
accompanied by measures of exchange rate 
stabilization can generally reduce the occurrence of 
excessive pressure. Despite being hit by a variety of 
fluctuations, the rupiah exchange rate moved 
steadily from 2009 to 2013 in quarter III. However, 
the impact of the wider global financial crisis 
triggered a significant amount of asset release by 
investors, which caused strong pressure on the 
rupiah exchange rate during the third quarter of 
2015. 

In general, the volatility of the rupiah exchange 
rate experienced instability until the end of 
December 2015. It began the volatility of the 
exchange rate in 2008 in Q4 IV at the level of Rp. 
10,950 per US dollar due to the inflation rate of 
11.06 percent resulting in an increase in world prices 
and a drop in commodity prices which depressed the 
rupiah, so that the rupiah exchange rate depressed. 

In 2013, in Q4 IV there was volatility in the rupiah 
exchange rate experiencing instability at the level of 
Rp. 12,250 due to the interest rate (BI) rate 
increasing until early 2014 from 5.75 percent to 7.75 
percent in the fight against the depreciating rupiah 
which limited the foreign exchange liquidity and 
balance of payments deficit. 

In 2015 in the quarter III the rupiah exchange 
rate volatility experienced depreciation at the level 
of Rp. 14,657, but in the fourth quarter of 2015 the 
exchange rate volatility appreciated until the fourth 
quarter of 2016 which had a good impact on 
macroeconomic variables with 5.5 percent inflation 
in 2016 to 4.25 percent. In 2017, the decline caused 
by macroeconomic variables, thes BI rate interest 
rate rose above inflation, triggering the growth of the 
real sector and declining capital costs and increasing 
demand for banks which could then increase 
economic growth. 
 
Development of Macroeconomic Variables 
Macroeconomic variables used in this study are 
inflation, interest rates, gross domestic product, 
money supply, and exports of non-oil and gas 
commodities. This macroeconomic variable is also 
an endogenous variable which is considered to have 
an interdependence between the variable volatility of 
the rupiah exchange rate. 

The following is briefly explained the 
development of macroeconomic variables used in 
this study, as follows: 

In the fourth quarter of 2008 there was a global 
crisis where all goods needs increased due to world 
oil prices reaching 9.2 percent so the inflation trend 
reached 11.06 percent and experienced a significant 
economic slowdown of 6.01 percent. At the same 
time, BI emphasized the interest rate (BI Rate) was 
much lower, emphasizing interest rates would have 
an impact on increasing the money supply (Pohan, 
2008). But from the post-global crisis BI focused its 
financial performance so that the economic crisis 
could subside which was done by emphasizing the 
price of oil to be cheaper and sharp enough to lower 
oil prices so that inflation could subside around 2.78 
percent so that the inflation trend declined and 
returned within the target range the country 
especially Indonesia to emphasize lower interest 
rates and improve economic growth towards a 
positive direction. 

The decline in domestic inflation, in theory is 
very much responded by the public to reduce the 
price of commodity goods, the world of work to 
increase employment and reduce unemployment, 
and rising economic growth towards a positive 
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direction for public welfare. Likewise, the trend in 
the interest rate in 2010 began to decline due to 
appreciation in the rupiah exchange rate 
appreciation, but JUB continued to show 
improvement. The rupiah exchange rate during the 
2011-2012 period has weakened to depreciate 
against the US dollar, where with the same year 
inflation, interest rates indicate a decline and 
economic growth also slowed by 6.11 percent but 
the amount of money in circulation is still increasing 
where Indonesian banks cannot attract the amount of 
money in society to be reduced so that economic 
growth does not continue to slow down and even the 
volatility of the rupiah exchange rate continues to 
depreciate to date. 
 
 
 

5 RESULTS 
 
Stationarity Test 
The augmented Dickey Fuller Test (ADF test) 
results on the NTR (Rupiah Exchange Rate), INF 
(Inflation), Interest Rate, GDP (Gross Domestic 
Product), JUB (Money Supply), the EKNM (Export 
of Non-oil Commodities) are presented in table 1 
below: 
 
Null Hypothesis: Unit root (individual unit  
root process)  
Series: Y, X1, X2, X3,
X4, X5   
Date: 08/17/18    
Time: 12:44   
Sample: 2008 2017   
Exogenous variables: Individual effects  
Automatic selection of maximum lags  
Automatic lag length selection based on SIC: 0 to
3 
Total number of observations: 224  
Cross-sections included: 6 
 

Tabel 1:Unit Root Test 
Method Statistic Prob.** 

ADF-Fisher Chi square 142.733 0.0000 
ADF - Choi Z-stat 10.3213 0.0000 

** Probabilities for Fisher tests are computed
using an asymptotic Chi-square distribution. All 
other tests assume asymptotic normality.
Intermediate 
ADF test results D (UNTITLED)  

Series Prob. Lag MaxLag Obs 
D(Y) 0.0001 0 9 38 

D(X1) 0.0000 0 9 38 
D(X2) 0.0014 0 9 38 
D(X3) 0.0013 3 9 35 
D(X4) 0.0000 0 9 38 
D(X5) 0.0000 1 9 37 

 
All variables of the Prob value. His <0.05, it is 

stationary at first difference. At first different the 
stationary has been tested then the results are 
stationary so we continue with the regress VAR 

 
Cointegration Test 
Cointegration tests are conducted to see whether 
among the variables there are cointegrated, either 
randomly or irregularly, at least among the variables 
there is one that is cointegrated. Based on the results 
of the tests carried out, the results obtained as shown 
in table 5.2 are; 

 
VAR Lag Order Selection Criteria 
Endogenous variables: D(Y) D(X1) D(X2) D(X3) D 
(X4) D(X5)  
Exogenous variables: C  
Date: 08/17/18   Time: 20:16 
Sample: 1 40  
Included observations: 36 
 

Table 2: Lag Optimal Test 
Lag LogL LR FPE AIC 

0 -1367.740 NA 5.62e+25 76.31887
1 -1328.157 63.77176 4.75e+25 76.11985
2 -1296.410 40.56647 7.16e+25 76.35609
3 -1236.229 56.83708* 3.10e+25* 75.01273*

    
 * indicates lag order selected by the criterion 
 LR: sequential modified LR test statistic  
(each test at 5% level) 
FPE: Final prediction error  
AIC: Akaike information criterion  
SC:Schwarz information criterion  
HQ: Hannan-Quinn information criterion 
 

From the results obtained, it is known that the 
optimum lag is 3 which is indicated by the most 
number of asterisks (*) in lag 3 

 
Vector Auto Regression (VAR) of Analysis Model 
 
VAR Model - Substituted Coefficients: 

=============================== 
D(Y)=-0.113884585481*D(Y(-1))- 0.715797471729* 
D(Y(-2))-0.481357171336*D(Y(-3))+ 33.4506413885 
*D(X1(-1))+18.9930119224*D(X1(-2))+  172.743648 
182*D(X1(-3))+362.822243193*D(X2(-1))+ 25.7217 
477862*D(X2(-2))+233.526150069*D(X2(-3))-392.8 
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00381611*D(X3(-1))-508.691804752*D(X3(-2))-153. 
144651134*D(X3(-3))- 0.000871801654563*D(X4(-
1))+0.00269698056232*D(X4(-2))+0.00369735260 
857*D(X4(-3))+0.000143214123963*D(X5(-1))+ 0.00 
0139759923035*D(X5(-2))+1.88664763183e-05*D 
(X5(-3)) - 267.534125709 

 
D(X1)=-0.00173481077078*D(Y(-1))-0.0007770487 
53329*D(Y(-2))-0.000662930817514*D(Y(-3))-0.165 
411884068*D(X1(-1))+0.178791377505*D(X1(-2))+ 
0.121916249943*D(X1(-3))+1.21958232882*D(X2(-
1))-0.00721322599839*D(X2(-2))- 0.61870857 3721* 
D(X2(-3))-0.560009053009*D(X3(-1))+0.297779289 
534*D(X3(-2))+0.235196122872*D(X3(-3))+7.29514 
99098e-06*D(X4(-1))+8.64014501021e-06*D(X4(-2)) 
+ 1.5361745813e-06*D(X4(-3)) + 2.01008955641e-
07*D(X5(-1))-1.65476499611e-07*D(X5(-2))- 2.8712 
9019645e-07*D(X5(-3))-1.39391241196 

 
D(X2)=-0.000294444597221*D(Y(-1))-0.000119120 
145977*D(Y(-2))+0.000107270155489*D(Y(-3))+0.1 
33710901718*D(X1(-1))+0.125197005184*D(X1(-2)) 
+0.0217702739235*D(X1(-3))+0.255648641462*D 
(X2(-1))+0.00532231118813*D(X2(-2))-0.37995815 
0987*D(X2(-3))-0.521702148326*D(X3(-1))-0.0216 
829604442*D(X3(-2))-0.156936321447*D(X3(-3))+ 
7.28529712477e-07*D(X4(-1))+1.0713054295e-06* 
D(X4(-2))+4.97909411856e-07*D(X4(-3))-1.165150 
23832e-07*D(X5(-1)) - 2.56920654825e-07*D(X5(-
2))-2.84626707384e-07*D(X5(-3))-0.227443958008 
 
D(X3)=-0.000229917029967*D(Y(-1))+7.174258162 
81e-05*D(Y(-2))+5.16065758101e-05*D(Y(-3))+0.03 
21609063049*D(X1(-1))-0.0789446848571*D(X1(-2) 
)-0.0999994252515*D(X1(-3))+0.300218933817*D 
(X2(-1))-0.0709165261706*D(X2(-2))-0.332571 989 
49*D(X2(-3))-0.31249217219*D(X3(-1))+0.2858555 
40212*D(X3(-2))+0.326354270847*D(X3(-3))+8.227 
58211697e-07*D(X4(-1))+6.82195109183e-07*D(X4 
(-2))-1.10069273157e-06*D(X4(-3))-1.5955 3449912 
e-07*D(X5(-1))-3.546078514e-07*D(X5(-2))-7.63279 
338794e-08*D(X5(-3)) - 0.00504545026802 
 
D(X4)=-1.70235905047*D(Y(-1))-80.1823108979*D 
(Y(-2))+8.86455520077*D(Y(-3))+49.9353057396*D 
(X1(-1))-6560.99747326*D(X1(-2))+16468.6650153* 
D(X1(-3))+10390.4618753*D(X2(-1))+25386.52697 
39*D(X2(-2))-31101.0652128*D(X2(-3))-87566.2012 
359*D(X3(-1))-6235.22666368*D(X3(-2))+34898.17 
10327*D(X3(-3))-0.273319709328*D(X4(-1))+0.271 
46650924*D(X4(-2))-0.13153409842*D(X4(-3))+0.0 
278535342473*D(X5(-1))+0.00053566869689* (X5(-
2))-0.000746748146813*D(X5(-3))+116880.907627 

 
D(X5)=165.144332798*D(Y(-1))-304.438625026*D 
(Y(-2))-759.527707087*D(Y(-3))-28620.0527944*D 
(X1(-1))-145331.046896*D(X1(-2))- 25190.1328579* 
D(X1(-3))-103953.334722*D(X2(-1))+77174.709886 
*D(X2(-2))+4002.79856279*D(X2(-3))-464150.9566 
8*D(X3(-1))-333513.070251*D(X3(-2))+617552.944 

775*D(X3(-3))+0.33810791237*D(X4(-1))+2.73511 0 
30442*D(X4(-2))+4.47193062324*D(X4(-3))-0.6888 
87054718*D(X5(-1))-0.570856084071*D(X5(-2))- 0.3 
14729222488*D(X5(-3))-419939.528885 
 
 
 

6 CONCLUSIONS 
 
The VAR estimation test results show variable 
endogen, are inflation, interest rates, gross domestic 
product, money supply, and non-oil commodities 
during the past period have an interdependence on 
the current volatility of the exchange rate, where one 
variable contributes to the other variables and 
contribute to the variable itself. 

The integrated macroeconomic variables in the 
long-term universe in the short and medium term are 
only directly related variables that contribute 
according to existing random surprises. 

In the short-term dominant cointegration of 
inflation, the money supply, exports of non-oil and 
gas commodities while medium-term cointegration 
of interest rates and long-term cointegration of gross 
domestic product 

In addition, short-term export shocks of non-oil 
and gas commodities do not make a dominant 
contribution to the volatility of the rupiah exchange 
rate, in the medium term interest rates make a 
dominant contribution to the volatility of the rupiah 
exchange rate, and in long-term growth (GROW) 
make a dominant contribution to volatility rupiah 
exchange rate. Government policy simulations 
emphasize interest rates to 6.5 percent so that 
inflation can subside after the 2008 global crisis, but 
not reduce the money supply and increase economic 
growth, the government is important to simulate 
other policies to better anticipate the global crisis. 

Based on the results of the study, it is known that 
related and cointegrated macroeconomic variables in 
the long run are therefore in determining policies so 
that the authorized parties see the effects of 
macroeconomic variables in the short, medium and 
long term. 
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Abstract: This research is aimed to analyze interdependence of foreign debt on economic growth in Indonesia. 
Methods used in this research with Vector Autoregression (VAR), by using time series yearly data from 
1991 to 2016. Model analysis tools obtained is estimation results obtained, the relationship between the two 
variables, namely external debt and economic growth have a 2-way relationship or feedback, meaning that 
both variables affect each other. And based on the results of the unit root test (Unit Roots Test), the 
relationship between the two variables external debt and economic growth have a relationship stationary at 
first differences which means that there is a long-term relationship between external debt and economic 
growth in Indonesia. 

1 INTRODUCTION 

Sustainable development is needed to improve the 
economy of a country. Indonesia, as the country is 
developing, it has obstacles in realizing development 
programs for national prosperity. The government 
faces the problem of limited capital to finance 
development. This is due to the gap in income and 
expenditure or the existence of a development 
budget deficit. The Indonesian government carries 
out various policies including implementing foreign 
debt policies. 

According to the Big Indonesian Dictionary, debt 
is money that borrowed from other people. While 
etymologically, debt or debt (English) comes from 
the French term dette or Latin term debit which 
means "the one who owes”. The term debtor is said 
to have been first used in English in the early 13th 
century. 

The Big Indonesian Dictionary also defines loans 
as debts borrowed from other parties with the 
obligation to repay. Whereas Foreign Loans are a 
number of funds obtained from other countries 
(bilateral) or (multilateral) which are reflected in the 
balance of payments for investment activities, close 
the saving-investment gap and foreign exchange gap 
that is carried out by both the government and the 
private sector. 

According SKB Menteri Keuangan and Kepala 
Bappenas (No. 185/KMK.03/1995 dan Nomor 
KEP.031/ KET/5/1995) Foreign Loans are state 
revenues in the form of foreign exchange, or foreign 
exchange that is ratified or in the form of goods and 
services obtained from the provision of foreign loans 
that must be repaid with certain conditions. 

People, companies and countries institutionally 
are never separated from the practice of debts. Not 
only for business purposes, but also for meeting 
consumer needs. In business, debt is considered a 
common thing to increase business capital. 
Something similar happened in the governance of a 
country. Almost all countries, have even continued 
to owe to add funds or national development capital. 
Indonesia, as a developing country, has a long 
history of debt or loans to external parties, both 
bilaterally and multilaterally through international 
and regional financial institutions. 

Lincolin Arsyad (2010) said foreign debt is a 
source of funding for government budgets and 
economic development. External debt is used to 
finance state expenditure so that it can support 
economic activities, especially productive activities 
so that in turn it will encourage economic growth. 
Debt is usually used to finance budget deficits. 

Foreign debt can be a variable that can drive the 
economy while hampering economic growth. 
Encourage the economy to mean, if the debts are 
used to open employment and investment in the 
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development sector which can ultimately drive an 
economy, while inhibiting growth if the debts are 
not used optimally because there is still a lack of 
oversight function of the person in charge of the 
debts themselves. 

 

Source: worldbank.go.id 
Figure 1: Graph of the development of foreign debt 
and economic growth in Indonesia from 1991-2016 
 

Based on the graph above that shows the total 
external debt and GDP both fluctuate. But from 
2007 to 2016 the total external debt and GDP 
experienced an increase every year. Foreign debt 
continues to increase because the government cannot 
meet the needs of the economy. And GDP that 
continues to increase is supported by growth in 
public consumption, government and private 
investment, and other things are not discussed in this 
study. 

Normatively, every foreign debt is used by 
Indonesia is for development expenditure. The hope 
is to participate in financing various development 
projects and creating economic growth as indicated 
by rising GDP values and creating jobs, which in 
turn can contribute to reducing poverty. 

In practice, not all foreign debt is spent on 
development spending. Some of the debt is actually 
used to cover the principal and interest installments. 
Hernatasa's research (2004) found the existence of 
Fisher Paradox, a situation where more and more 
foreign debt repayments were made, the greater the 
accumulation of foreign debt. A similar condition 
was stated by other researchers that installments plus 
interest on foreign debt were substantially financed 
by new debts resulting in a net transfer of financial 
resources from Indonesia to foreign creditors 
(Swasono dan Arief, 1999). 

This condition is certainly not profitable. This is 
because most of the funds from the State Budget 
(APBN) are expected to drive the economy, turned 
out to be sucked in by routine expenditures, most of 
them which were realized in principal installments 
and debt interest. The payment of principal and 
interest on foreign debt has an effect on the economy 
because in certain conditions the installment 

payments can have a negative impact on the 
economy there by eliminating the positive 
contribution of foreign debt. 

Foreign debt is needed to have a positive 
influence on economic growth such as by increasing 
production (GDP), expand employment 
opportunities and improve balance of payments. 
However, if the debt is used improperly then the 
possibility of being able to have a negative impact 
on economic growth even threatens the country's 
macroeconomic stability. 

Rachmadi (2013:13) said that Indonesia's 
Foreign Debt is able to encourage Indonesia's 
Economic Growth. Economic sectors that absorb 
foreign debt are quite high, proven to show 
increasing GDP growth.  

Atmadja (2000) said that in the short term, 
foreign debt is very helpful for the Indonesian 
government in its efforts to cover the budget deficit 
of state revenues and expenditures, due to the 
financing of routine expenses and considerable 
development expenditures. But in the long run, it 
turns out that the government's foreign debt can 
cause various economic problems in Indonesia, one 
of which can cause the rupiah exchange rate to fall. 
Foreign debt is like development capital. Foreign 
debt can increase investment activities so that 
domestic needs can be met. In the economy of a 
country there is an indicator that is used to assess 
whether the economy is going well or badly. 
Indicators in assessing the economy are reflected in 
GDP growth. 

With all the reviews above, in this study, the 
author will discuss how the reciprocal relationship 
between foreign debt and economic growth in 
Indonesia. 

 

2 THEORICAL FRAMEWORK 

Foreign debt 
Foreign debt is part of the total state debt obtained 
from creditors outside the country. Recipients of 
foreign debt can be in the form of governments, 
companies or individuals. The form of debt can be in 
the form of money obtained from private banks, 
governments of other countries or international 
financial institutions. 

Indonesia is one of the third world countries. 
Before the monetary crisis in the Southeast Asia 
region, Indonesia had a fairly high economic growth 
rate. This is in line with the economic development 
strategy reserved by the government at that time, 
which placed high economic growth as a priority 
target of national economic development. 
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Indonesia's economic growth since the end of the 
1970 has always been positive, and the level of 
income per capita is relatively low, causing the 
relatively high target of economic growth to be 
insufficiently financed with own capital, but it must 
be supported by using foreign capital assistance. The 
government which initially became the main motor 
of development continues to increase its foreign debt 
so that it can be used to finance national economic 
development in order to achieve the target of such a 
high level of economic growth, without being 
accompanied by an increase in the ability to 
mobilize capital in the country. This indicates a 
positive correlation between the success of 
economic development at the macro level and an 
increase in the amount of government foreign debt 
(growth with indebtedness) (Atmadja, 2000). 

EVIEWS application for the VAR: 
Stationarity test, optimum lag selection, 
Cointegration Test, Vector error correction model 
(VECM), Instrument vector Autoregression. 

 

 
It is assumed that δt and λt are not 

correlated. 
PE           = Economic Growth    
PEt-j        = Economic Growth Lag 
ULN        = foreign debt 

 = foreign debt Lag 
 
Economic growth 
In general, economic growth is defined as an 
increase in the ability of an economy to produce 
goods and services. Economic growth is one of the 
most important indicators in carrying out an analysis 
of economic development that occurs in a country. 
Economic growth shows the extent to which 
economic activity will generate additional 
community income in a given period. Because 
basically economic activity is a process of using 
production factors to produce output, then this 
process in turn will result in a return of service to the 
factors of production owned by the community. 
With the economic growth, it is expected that 

people's income as the owner of production factors 
will also increase (Sukirno, 2006: 423). 

Factors that influence economic growth 
according to Sukirno (2010: 429) include: land and 
other natural wealth; the number and quality of the 
population and labor; capital goods and technology 
level; social system and attitudes of the community; 
market area as a source of growth. 

 

3 RESEARCH METHOD 

This study will examine the analysis of foreign debt 
and economic growth in Indonesia (Cointegration 
Method) during the period 1991-2016.  Problems in 
this study will be analyzed using vector 
autoregression. Simply put, VAR describes a 
relationship that "causes each other" (causality) 
between variables in the system, by adding an 
intercept. Outcome data were analyzed using the 
EVIEWS application for the VAR: Stationarity test, 
optimum lag selection, Cointegration Test, Vector 
error correction model (VECM), Instrument vector 
Autoregression. 
 

4 RESULT AND DISCUSSION 

1. Stationary Data Test 
Stationary data testing can be done with the graph 
method and unit root method. Unit root test is used 
augmented Dickey-fuller test (ADF) if the value of 
absolute statistics t is smaller than the critical value 
in the MacKinnon table at various levels of 
confidence (1%, 5% and 10%). Then indicates data 
is not stationary. Besides that it can also be seen in a 
prob value greater than 0.05 which also indicates 
that the data is not stationary. Conversely, if the 
ADF value is greater than the critical value of 
various levels of confidence (1%, 5% and 10%), 
then there is no unit root or stationary data.

 
Table 1: ADF Test 

Variable Unit 
Root 

Include in test 
equation 

ADF Test 
Statistic

Critical 
Value 5% Probability Information 

Foreign 
Debt 

Level Intercept -0,383176 -2.991878 0.8972 
Stasioner but 
not 
significant 

First Diff Intercept -3.021560 -2.991878 0.0471 Stasioner 
Economic 
Growth 

Level Intercept -4.771149 -2.991878 0.0008 Stasioner 
First Diff Intercept -7.082076 -2.991878 0.0000 Stasioner 
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Table 1, it can be explained that the ADF test value 
for foreign debt rates is smaller than the critical 
value of 5%, means that it is stationary both at the 
level but not significant, so first data is taken which 
is stationary & significant. And the Economic 
Growth variable is stationary at level, first different 
but to equalize the data then first different is taken. 
For second different in this study it was not tested 
again. 
2. Optimal Lag Length Test 

The VAR approach is very sensitive to the amount 
of data lag used, therefore it is necessary to set the 
optimal lag length. Determination of the length of 
the lag is used to determine the length of the period 
of influence on an endogenous variable with the past 
time and other endogenous variables. Determination 
of length of lag can be seen from the values of the 
LikelihoodRratio (LR), Final Prediction Error (FPE), 
Akaike Information Criterion (AIC) and Schwarz 
information (SC). Values can be seen from table 2, 
the results of the optimal lag length test below.

 
Table 2: Optimum Lag Length Test 

VAR Lag Order Selection Criteria    

Endogenous variables: DLGDP DLULN    

Exogenous variables: C     

Date: 11/26/18   Time: 22:15     

Sample: 1991 2016     

Included observations: 22     

Lag LogL LR FPE AIC SC HQ 

0 -26.88643 NA 0.047378 2.626039 2.725225 2.649404 

1 -19.00813 13.60796* 0.033411* 2.273467* 2.571024* 2.343562* 

2 -18.04356 1.490709 0.044593 2.549414 3.045343 2.666240 

3 -17.10400 1.281208 0.060667 2.827637 3.521936 2.991193 
 
 

Table 3: Granger Causality Test 

Pairwise Granger Causality Tests 

Date: 11/26/18   Time: 22:18 

Sample: 1991 2016  

Lags: 1   

Null Hypothesis: Obs F-Statistic Prob. 

DLULN does not Granger Cause
DLGDP 

    24 0.14953 0.7029 

DLGDP does not Granger Cause               24 
DLULN 

0.00183 0.9662 

 
In table 3 all variables have a reciprocal 

relationship or have a significant two-way 
relationship at the level of 5% (probability> 0.05) in 
lag 1. It means that foreign debt affects economic 
growth but not significantly. 

 
 

 

3. Results of Analysis of causality granger 
Granger causality test between research variables is 
intended to find out the causality relationship 
between variables (Nachrowi, 2006: 289). From the 
following table the results of these tests can be 
known to be reciprocal relationships. 
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4.Cointegration Test Results 
Cointegration means there is a long-term 
relationship (balance). In the short term and the 
possibility of imbalance (disequilibrium). Because 
of this imbalance, correction is needed with an error 
correction model introduced by Sarga, developed by  

Hendry and popularized by Engle and Granger 
(Winarno, 2006: 11.7-11.9). There are three ways to 
test cointegration, namely 1) Engle Grenger 
Cointegration Test 2) Cointegration regression 
Durbin Watson 3) Johansen test.  

This study uses the johansen test, with the 
johansen test, compared the value of the trance 

statistic with the critical value at the confidence 
level of 5% and 1%. If the value of the trance 
statistic is smaller than the critical value, it can be 
concluded that the two variables are not mutually 
integrated (Winarno, 2006: 11.7).  

 
Through the Johansen cointegration test in Table 

5 below, there appears a trace statistic value> critical 
value at a 5% confidence level. Thus indicating both 
variables mutually co-ordinate. This cointegeration 
is also shown in the notes below the table that says 
"Trace test indicates 2 cointegrating eqn (s) at the 
0.05 level". 

 
Table 4: Johansen's Co-integration Test 

Date: 11/26/18   Time: 22:50   
Sample (adjusted): 1994 2016   
Included observations: 23 after adjustments  
Trend assumption: Linear deterministic trend  
Series: DLGDP DLULN   
Lags interval (in first differences): 1 to 1  
Unrestricted Cointegration Rank Test (Trace)  
Hypothesized  Trace 0.05  
No. of CE(s) Eigenvalue Statistic Critical Value Prob.** 
None * 0.510925 20.95249 15.49471 0.0068 
At most 1 * 0.177774 4.502011 3.841466 0.0338 
Trace test indicates 2 cointegrating eqn(s) at the 0.05 level 
* denotes rejection of the hypothesis at the 0.05 level 
**MacKinnon-Haug-Michelis (1999) p-values  
     
Unrestricted Cointegration Rank Test (Maximum Eigenvalue) 
Hypothesized  Max-Eigen 0.05  
No. of CE(s) Eigenvalue Statistic Critical Value Prob.** 
None * 0.510925 16.45048 14.26460 0.0222 
At most 1 * 0.177774 4.502011 3.841466 0.0338 
Max-eigenvalue test indicates 2 cointegrating eqn(s) at the 0.05 level 
* denotes rejection of the hypothesis at the 0.05 level 
**MacKinnon-Haug-Michelis (1999) p-values  
     
Unrestricted Cointegrating Coefficients (normalized by b'*S11*b=I): 
DLGDP DLULN    
-0.716983 -0.925173    
-0.096663 -18.03208    
Unrestricted Adjustment Coefficients (alpha):  
D(DLGDP) 2.789485 -0.158747   
D(DLULN) -0.007701 0.027157   
1 Cointegrating Equation(s): Log likelihood -24.91166  
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Normalized cointegrating coefficients (standard error in parentheses) 
DLGDP DLULN    
1.000000 1.290370    
 (5.55576)    
     
Adjustment coefficients (standard error in parentheses)  
D(DLGDP) -2.000014    
 (0.45317)    
D(DLULN) 0.005522    
 (0.01067)    

 
The next indicator based on the results of the co-
operation test, there is no sign of co-integration with 
the symbol (*) at most 1. If there are marked (**) or 
(*) at least one, then the equation must be solved by 
the VECM method (Vector Error Correction Model)  
Based on Johansen's co-integration test of the two 
variables in the equation system, we can find out the 
number of possible relationships. 
 
Seen in the table above that there are: 
• The trace test identifies 1 cointegration equation 

at the level of 5%. 
• At the Max Eigenvalue test identify there is a 

cointegration equation at the level of 5%. 
Thus, between the variables of Foreign Debt and 
Economic Growth in Indonesia there is a 
relationship between long-term balance stability and 
movement in the long run, while in the short term all 
variables are mutually adjusted to achieve long-term 
balance. 
 
5. Impulse Response Analysis and Variance 
Decomposition 
• Impulse Response Analysis 
Figure 2 shows the Impulse of Foreign Debt 
Response to Economic Growth, and the Response of 
economic growth to foreign debt. 
 

-2

0

2

4

1 2 3 4 5 6 7 8 9 10

Response of DLGDP to DLGDP

-2

0

2

4

1 2 3 4 5 6 7 8 9 10

Response of DLGDP to DLULN

-.04

-.02

.00

.02

.04

.06

.08

1 2 3 4 5 6 7 8 9 10

Response of DLULN to DLGDP

-.04

-.02

.00

.02

.04

.06

.08

1 2 3 4 5 6 7 8 9 10

Response of DLULN to DLULN

Response to Cholesky One S.D. (d.f. adjusted) Innovations ± 2 S.E.

Figure 2: Foreign Debt Response to Different 
Economic Growth 
• Analysis of Variance Decomposition 
After analyzing the dynamic behavior of the model 
through impulse response functions, then the 
characteristics of the model will be seen through  
Variance Decomposition. The results of variance 
decomposition can be seen in table 5 where 
fluctuations in Differences in Economic Growth are 
influenced by Foreign Debt. In the second period the 
highest economic growth of 99.93% continued to 
decline until the tenth period to 99.86%. Conversely 
the effect of profit sharing experienced an opposite 
increase starting from 0.0687% in the second period 
to 0.1479% in the 10th period. 
 

Tabel 5: Variance Decompotion Test 
Variance 
Decomposition 
of DLGDP:  

 Period S.E.    DLGDP     DLULN 
1  3.109088  100.0000  0.000000 
2  3.728966  99.93126  0.068741 
3  3.744707  99.85681  0.143188 
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4  3.774806  99.85350  0.146503 
5  3.798797  99.85477  0.145235 
6  3.800908  99.85241  0.147589 
7  3.801390  99.85205  0.147947 
8  3.802274  99.85212  0.147879 
9  3.802433  99.85206  0.147944 

10  3.802436  99.85203  0.147966 
Variance 
Decomposition 
of DLULN:  

 Period S.E.   DLGDP   DLULN 
1  0.066567  6.253329  93.74667 
2  0.071958  5.724630  94.27537 
3  0.074124  5.423298  94.57670 
4  0.074926  5.578608  94.42139 
5  0.075154  5.548120  94.45188 
6  0.075237  5.536035  94.46397 
7  0.075269  5.542479  94.45752 
8  0.075278  5.541134  94.45887 
9  0.075281  5.540655  94.45934 

10  0.075283  5.540893  94.45911 
Cholesky Ordering: DLGDP DLULN  

5 CONCLUSIONS 

After analyzing the research above, the author 
concludes as follows: 
1. Foreign Debt and Economic Growth are closely 

related and influence each other. Increasing 
Economic Growth has a positive effect on 
Foreign Debt. In the long run, the relationship 
between Foreign Debt and economic growth 
tends to be stable but the short term tends to 
decrease. 

2. Johansen's cointegration test appears trace 
statistic value > critical value at 5% confidence 
level. Thus identifying both mutually integrated 
variables. 

 
SUGGESTION: It is necessary to do further studies 
by using variables outside that used in this study.. 
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Abstract: The purpose of this study is to see the effect of fiscal variables that affect the economic growth of several 
provinces in Sumatra. The model used in seeing the effect of government spending on GRDP growth is the 
dynamic panel model. Based on data from 7 provinces of 10 provinces on the island of Sumatra and using 
data from 2008 to 2017, in the short term BPK's opinion on regional financial statements has a negative 
relationship, meaning that if opinion is good or there are no findings of poor performance on regional 
financial statements it will reduce economic growth. In the long run, few case findings in financial reporting 
will encourage economic growth. Local government spending on education both in the long term and in the 
short term affects economic growth. While spending on health, maritime and agriculture in the short term 
has not been able to encourage economic growth. Whereas in the long run, health and marine expenditures 
encourage economic growth. While general allocation funds in the short term affect economic growth, but 
in the long run it does not affect economic growth. 

1 INTRODUCTION 

Economic growth is one indicator in looking at a 
country's economic development. Although 
economic growth has limitations, until now 
economic growth is still very important because: (1) 
growth does not always reduce poverty, but without 
economic growth it is very difficult to make 
meaningful and sustainable reductions in poverty, 
especially in developing the economy; (2) economic 
growth is always measured by increasing output, 
with increasing output expected to increase 
employment, so that with the growth of the economy 
of an area it is expected to reduce unemployment; 
(3) the economic recession that occurs in many 
countries has caused a significant increase in the 
budget deficit, so that economic growth is one of the 
important alternatives to overcome the government 
budget deficit; (4) economic growth enables 
increased resources for public services such as 
education and health, so that economic growth 
enables increased social spending without increasing 
tax rates (Todaro, 1999). 

 
Figure 1: Sumatra Island by Province 

 
Sumatra Island is one of the islands in Indonesia 

which is located in the west, Sumatra Island has 10 
provinces out of 34 provinces in Indonesia. The 
figure 1 describes the location of 10 provinces on the 
island of Sumatra. Of the 10 provinces in Indonesia 
7 provinces were used as samples of research from 
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2008 to 2017. The reasons for using 7 provinces in 
Sumatra Island were because they had complete 
data. 
 
 
 
 
 
 
 
 
 
 
 
Source : Central Bureau of Statistics (Province in 
Figures 2008-2018) 
Figure 2: Gross Regional Domestic Product in Some 
Province in Sumatra Island 
 

Figure 2 shows the highest Gross Regional 
Domestic Product (GRDP) on Sumatra Island in 
2008-2015, which was occupied by Riau Province, 
followed by North Sumatra and South Sumatra 
Provinces, and in 2016-2017 the highest GRDP was 
occupied by North Sumatra Province, Riau Province 
and South Sumatra Province . While the lowest 
GRDP is occupied by Bengkulu Province, Jambi 
Province and West Sumatra Province. 

Figure 3 shows that the highest economic growth 
in 2009-2013 was occupied by Jambi Province, 
Bengkulu Province and West Sumatra Province and 
the lowest was NAD Province, Riau Province and 
South Sumatra Province. While the economic 
growth in 2013-2017 the highest economic growth 
was occupied by West Sumatra, Bengkulu Province 
and Jambi Province and the lowest was occupied by 
Riau Province, NAD Province and South Sumatra 
Province. Based on figures 2 and 3, the highest 
GRDP can be predicted, not necessarily the 
economic growth achieved will be high too, whereas 
the low GRDP is not necessarily the economic 
growth achieved will be low. 

Source : Central Bureau of Statistics (Province in 
Figures 2008-2018) 
Figure 3: Economic Growth in several Province in 
Sumatra Island period 2009-2013 until 2014-2017 

 
Factors that can influence economic growth are 

fiscal policy. Fiscal policy is an economic policy 
carried out by the government in the management of 
state finances (through government expenditures 
such as government spending on education, health, 
agriculture and maritime affairs) with the aim of 
directing economic conditions for the better. The 
fiscal policy commonly used by regional 
governments is the preparation of the Regional 
Budget (APBD). APBD is the annual financial plan 
of the regional government approved by the 
Regional People's Representative Concil (Law No. 
17, 2003). The Regional Revenue and Expenditure 
Budget (APBD) is prepared in accordance with the 
needs of government administration and regional 
income capabilities. The preparation of this Regional 
Budget is guided by the Regional Government Work 
Plan (RKPD) in order to realize services to the 
community to achieve the goal of the state. APBD 
has the function of authorization, planning, 
supervision, allocation, distribution, and stabilization 
(Bastian, 2006). The authorization function means 
that the regional budget becomes the basis for 
implementing income and expenditure in the year 
concerned. The planning function means that the 
regional budget becomes a guideline for regional 
management in planning activities in the year 
concerned. The supervisory function means that the 
regional budget is a guideline to assess whether the 
activities of the local government organizers are in 
accordance with the provisions of the applicable 
law. The allocation function means that regional 
budgets must be directed at creating employment 
and waste of resources, as well as increasing 
efficiency, and the effectiveness of the economy. 
The distribution function means that the regional 
budget functions in order to improve income 
distribution, so that it will avoid gaps. The 
stabilization function means that the regional 
government budget is a tool to maintain and strive to 
balance the fundamentals of the regional economy. 
Fiscal policy occupies a strategic position in 
macroeconomic policy. fiscal policy through 
government expenditure can influence the rate of 
economic growth (Basri, 1995). The purpose of this 
study is to look at the role of local governments in 
playing the role of fiscal policy in influencing 
economic growth in several provinces of Sumatra. 
 

2 LITERATURE REVIEW 

Research conducted by Dada (2013), Idrees and 
Siddiqi (2013) concluded that government spending 
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on education has a positive influence on economic 
growth. Grabova's (2014) study concluded that 
government spending on education had a negative 
influence on economic growth, while Gisore, 
Kiprop, Kalio, Ochieng and Kibet (2014) and Al-
Shatti's (2014) study concluded that government 
spending on education had no influence on 
economic growth. 

Research on the relationship between 
government spending on health and economic 
growth is carried out by Al-Shatti (2014) and Dada 
(2013). The study concluded that government 
spending on health had a positive influence on 
economic growth in several countries. 

Research on the relationship between 
government spending on agriculture on economic 
growth was carried out by Oyinbo, Zakari and 
Rekwot (2013). The results of the study concluded 
that spending on agriculture had no effect on 
economic growth. Furthermore, the results of the 
research by Shuaib, Igbinosun and Ahmed (2015) 
and Mursidah, Effendi and Zaini  (2017)  concluded 
that government spending on agriculture promoted 
economic growth. 

Research on the relationship between 
government spending on fisheries and maritime 
affairs on economic growth was carried out by 
Huda, Purnamadewi and Firdaus (2015),  Novianti, 
Rifin, Panjaitan and Sri (2014), and Agustine 
(2014). The results of the study concluded that 
government expenditures for fisheries and maritime 
affairs could encourage economic growth. 

Research on the relationship between the General 
Allocation Fund (DAU) on economic growth was 
carried out by Manik and Hidayat (2010), Ahmad 
(2011),  Tajuddin, Hasanuddin and Rahmatia  
(2014).The results of the study concluded that the 
General Allocation Fund can encourage economic 
growth. Furthermore, the research of Muti'ah (2017) 
concluded that balancing funds in the form of 
General Allocation Funds had no influence on 
economic growth. 

Mauro's (1995) study concluded that the practice 
of corruption (measured through an index of 
corruption), in the form of giving money to speed up 
matters that allow economic actors to avoid delays 
in their affairs, can support growth if the country's 
bureaucratic rules are very bad. The results of the 
study of Nawatmi (2014), Gyimah-Brempong 
(2002), and Mo (2001) concluded that the corruption 
index slows or decreases economic growth, while 
also causing inequality and disparity in people's 
income. 

 

3 RESEARCH METHODOLOGY 

3.1 Data 
The data used for the study are secondary data taken 
from the Regional Statistics Agency, Ministry of 
Finance of the Republic of Indonesia and the 
Supreme Audit Agency's Opinion on Regional 
Government Financial Reports of various 
publications from 2008 to 2017. 

Government expenditures for the allocation of 
education, health, agriculture and maritime affairs 
are obtained from the APBD based on the 
government expenditure function for the education 
sector allocation, expressed in rupiah and taken from 
the Data on Regional Expenditures published by the 
Ministry of Finance. 

General allocation funds are funds whose amount 
is determined based on a presidential decree, 
expressed in rupiah and taken from a Presidential 
Decree concerning the Provincial General Allocation 
Fund. 

The Supreme Audit Board's opinion on the 
Regional Financial Accountability Report is an 
opinion on the fairness of the financial information 
presented in the financial statements, expressed in 
scale and taken from an overview of the results of 
the first semester of the Supreme Audit Board. Fair 
Without Exception (WTP) (5), Fair Without 
Exception With Explanatory Paragraphs (WTP-
DPP) (4), Fair With Exceptions (WDP) (3), 
Unqualified (TW) (2), and Not Giving Opinion 
(TMP ) (1). 
 
3.2 Estimation Procedure 
The model used is the Dynamic Panel Method 
(Panel Error Correction Model). Before estimating 
the ECM Panel, it is necessary to take steps such as 
data stationary test, cointegration degree test and 
then use ECM for short-term analysis. The steps in 
formulating the ECM model are as follows: 
Conduct expected relationship specifications in the 
model under study. 
 
PDRBt = 0 + 1Educt + 2Healtht + 3Agrict + 
4Marinet + 5DAUt  + ut ………........   (1) 
 
Information: 
PDRBt: Gross Regional Domestic Product per year 
in period t 
Educt   : Expenditures for education period t 
Healtht : Expenditures for health period t 
Agrict   : Expenditures for agriculture period t 
Marinet: Expenditures for maritime period t 
DAUt   : Funds for general allocation period t 
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α          : Long-term coefficient 
t           : Time 
I           : Province 
 
While short-term relationships are expressed as 
follows: 
 
DLnPDRBit = α0  + 1 DlnEducit + 2LnHealthit + 
3 DLnAgricit + 4 DLnMarineit + 5 DLnMarineit  + 

6
 (LnPDRBt-1 – b1LnEduct-1 + b2LnHealtht-1 + 

b3LnAgrict-1 + b4LnMarinet-1 + b5LnDAUt-1)  + ut   

........................................................ (2) 
 
From the results of parameterization of short-term 
equations can produce new equations, the equation 
is developed from the previous equation to measure 
long-term parameters using econometric regression 
using the ECM model (Domowitz and Elbadawi, 
1987) : 
 
DLnPDRBit = β0 +  β1 DlnEducit +β2LnHealthit + β3 

DLnAgricit + β4 DLnMarineit + β5 DLnMarineit  + 

ECT(-1) + t  
………………………………………… (3) 

 
ECT(-1) = LnPDRBt-1 – b1LnEduct-1 + b2LnHealtht-1 
+ b3LnAgrict-1 + b4LnMarinet-1 + b5LnDAUt-1   

……………........................................... (4) 
 
Information: 
DLnPDRBt is a period t Gross Regional Domestic 
Product, DLnEduct is government expenditure for 
education period t, DLnHealtht is government 
expenditure for health period t, DLnAgrict is 
Government Expenditures for Agriculture period t, 
DLnMarinet is Government Expenditures for Marine 
period t, DLnDAU is General Alignment Fund , µt 
is Residual, D is Change, t is Time period, i is 
Province and ECT is Error Correction Term. 

4 FINDINGS AND DISCUSSION 

4.1 Data Stationarity Test Results 
Before conducting a regression with the ECM test, it 
is first tested whether the variable used is stationary 
or not. If the data is not stationary then a spurious 
regression will be obtained, an autocorrelation 
phenomenon arises and also cannot generalize the 
regression results for different times. In addition, if 
the data to be used is stationary, OLS regression can 
be used, but if it is not stationary, the data needs to 
be seen as stationary through the degree of 
integration test. And furthermore, data that is not 

stationary at the level level has the possibility of 
being cointegrated so that cointegration tests are 
needed. Then if the data has been cointegrated, ECM 
testing can be done. 
 
Table 1: Unit Root Test Result 

 
Source: Data processed 

 
The results of the unit root test all the variables 
passed in the 1st Difference test, this can be seen 
from the probability of Levin, Lin & Chu * which is 
less than 0.01 and the probability of ADF being less 
than 0.05 (except DAU). 
 
4.2 Cointegration Test 
After knowing that the data is stationary at 1st 
Difference, then the next step is to identify whether 
the data is cointegrated. For that we need a 
cointegration test. Cointegration test is used to give 
an initial indication that the model used has a 
cointegration relation. 
The cointegration test results obtained by forming 
residuals are obtained by expressing the independent 
variable on the dependent variable in OLS. The 
residual must be stationary at the level to be said to 
have cointegration. 
 

Table  2:  Result of Long Run Coefficient 
Dependent Variable 
:LOG(PDRB)

Model 1 Model 2 

LOG(EDUC) 0.0328** 
 (0.0130) 

0.0333*** 
(0.0124

) 

LOG(HEALTH) 
0.0687* 
(0.0385) 

0.0733* 
(0.0366) 

LOG(MARINE) 
0.1377**
* 
(0.0281) 

0.1410*** 
(0.0273) 

LOG(AGRIC) 
0.0064 
(0.0300) 

0.0073 
(0.0300) 

LOG(DAU) 
0.0142 
(0.0316) 

OPINI 
0.0272** 
(0.0130) 

0.0283** 
0.0127 

R-squared 0.9952 0.9952 
Source: Data processed  
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(***), (**) and (*) indicate significant at 1%, 5% 
and 10% significance level respectively. Numbers in 
parentheses are standart errors 
 

Table 3: Cointegration Test Results 

Method 
Model 1 Model 2

Statistic Prob. Statistic Prob.
Levin, Lin & 
Chu t* -5.026***  0.000 -5.064***  0.00
Im, Pesaran 
and Shin W-
stat  -2.428***  0.007 -1.639*  0.05
ADF - Fisher 
Chi-square  28.85**  0.010  26.81**  0.02
PP - Fisher 
Chi-square  32.18***  0.003  22.57*  0.06
 
Source: Data processed  
(***), (**) and (*) indicate significant at 1%, 5% 
and 10% significance level respectively. Numbers in 
parentheses are standart errors 
After testing Levin, Lin & Chu *, Im, Pesaran and 
Shin W-stat, ADF and PP to test the resulting 
residuals, it was found that the stationary residuals in 
the data level were seen from the t-statistic value 
which was significant at the critical value of 5% . 
Thus it can be said that the data is cointegrated 
(Engle & Granger, 1987).  
 
4.3 Short -Term Test 
The regression produced through the ECM Panel 
equation is a short-term regression result. The results 
of the short-term regression equation can be seen in 
table 4. 

Table  4:Result of Short Run Panel ECM Model 
Dependent 
Variable : 
D(LOG(PDRB)) 

Model 1 Model 2 

D(LOG(EDUC)) 
0.0041** 
(0.0015) 

0.0031** 
(0.0015) 

D(LOG(HEALT
H)) 

-0.0016 
(0.0035) 

-0.0011 
(0.0038) 

D(LOG(MARIN
E)) 

-0.0008 
(0.0041) 

0.0050 
(0.0036) 

D(LOG(AGRIC)
) 

0.0036 
(0.0033) 

0.0011 
(0.0042) 

D(LOG(DAU)) 
0.0183*** 
(0.0034) 

OPINI 
-0.0081*** 
(0.0012) 

-0.0058*** 
(0.0013) 

ECT(-1) 
-0.0645*** 
(0.0170) 

-0.0750*** 
(0.0186) 

R-squared 0.860118 0.768501

Source: Data processed  
(***), (**) and (*) indicate significant at 1%, 5% 
and 10% significance level respectively. Numbers in 
parentheses are standart errors 
 

Results Table 4 shows that the ECT coefficient 
value in the model is significant and is negative for 
estimating economic growth (LOG (GRDP)). The 
ECM panel estimation results above show that in the 
short and long term the variables used in this study 
significantly influence economic growth. R2 Model 
1 value is around 0.86 or 86%. It can be said that the 
types of independent variables included in the model 
are very good, because only about 14% of the 
diversity of dependent variables is influenced by 
independent variables outside the model. While the 
value of R2 Model 2 is around 0.768 or 76.8% it can 
be said that the types of independent variables 
included in the model are very good, because only 
about 23.2% of the diversity of the dependent 
variable is influenced by the independent variables 
outside the model 

The estimation results of Model 1 illustrate that 
in the short term changes in the education budget 
and the General Allocation Fund have a positive 
influence on economic growth, ceteris paribus. 
While the opinion of the Supreme Audit Board on 
the Local Government Financial Statements has a 
significant and negative influence on economic 
growth. And Model 2 estimates illustrate that in the 
short term changes in the education budget have a 
positive influence on economic growth, ceteris 
paribus. While the opinion of the Supreme Audit 
Board on the Local Government Financial 
Statements has a significant and negative influence 
on economic growth. 

Based on these short-term equations using the 
ECM panel method produces the ECT coefficient. 
This coefficient measures the response rate of each 
period which deviates from balance. According to 
Widarjono (2007) the ECT imbalance correction 
coefficient model 1 in the form of absolute values 
explains how fast time is needed to get a balance 
value. The ECT coefficient value of 0.0645 means 
that the difference between economic growth and its 
equilibrium value is 6.45 percent which will be 
adjusted within 1 year. While the ECT coefficient 
value of 0.075 means that the difference between 
economic growth with a balance of 7.5 percent will 
be adjusted within 1 year. ECT shows how quickly 
equilibrium is reached back into long-term balance. 
which shows a long-term and short-term adjustment 
to return to the equilibrium position has a slow rate 
of speed because the ECT coefficient is negative. 
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The ECM Panel model for model 1 and model 2 
needs to be tested for classical assumptions, namely: 
normality test, heteroscedasticity test and 
multicollinearity test. 

This normality test is used to determine whether 
the residual is normally distributed or not. To test 
whether the data distribution is normal or not can be 
done by using the Jarque-Berra test (J-B test). 
 

Table 5: Normality Test Results 
 Model 1 Model 2

Jarque-Bera 1.715439 2.4854
Prob. 0.424125 0.2886

Source: Data processed  
(***), (**) and (*) indicate significant at 1%, 5% 
and 10% significance level respectively.  
 

Based on the normality test it can be seen that the 
ρ-value Model 1 is 0.424> α = 5% and the Model 2-
value Model 1 is 0.2886> α = 5%. So, it can be 
concluded that the data used in the ECM panel 
model 1 and model 2 are normally distributed. 

Heteroscedasticity is a regression problem in 
which the interference factor does not have the same 
variance or the variance is not constant. This will 
give rise to various problems, namely OLS 
estimators that are biased, variants of OLS 
coefficients will be wrong. In this study we will use 
the method with the Breusch-Pagan test to detect the 
presence or absence of heteroscedasticity in the 
regression model. 
 

Table 6: Heteroscedasticity Test Results 
Variable 
LOG(Residual2) 

Model 1 Model 2 

LOG(EDUC) 
0.000144 
(0.000757) 

-0.002263 
(0.001695) 

LOG(HEALTH) 
0.002456 
(0.001787) 

0.001571 
(0.003357) 

LOG(MARINE) 
0.000715 
(0.001910) 

-0.003321 
(0.002653) 

LOG(AGRIC) 
-0.003072 
(0.001675) 

-0.004008 
(0.003415) 

LOG(DAU) 
0.001377 
(0.002146) 

OPINI 
7.45E-05 
(0.000615) 

-0.000192 
(0.000952) 

Source: Data processed  
 (***), (**) and (*) indicate significant at 1%, 5% 
and 10% significance level respectively. Numbers in 
parentheses are standart errors 
 

Multicollinearity is the existence of a linear 
relationship between the independent variables in 

the regression model. To test the presence or 
absence of multicollinearity in the model, 
researchers used a partial method between 
independent variables. The rule of thumb of this 
method is if the correlation coefficient is high 
enough above 0.85 then there is multicollinearity in 
the model. Conversely, if the correlation coefficient 
is relatively low, the model does not contain 
elements of multicollinearity (Gujarati, 2003). 

Based on testing with the partial correlation 
method between independent variables, it was found 
that there was no multicollinearity problem in the 
model. That is because the correlation matrix value 
is less than 0.85. 

 
Table 7: Serial Correlation Results 

 
Source: Data processed 

5 CONCLUSIONS 

Local government spending on education both in the 
long term and in the short term affects economic 
growth. Education occupies an important role in 
increasing GRDP. Improving education both in the 
short term and in the long term will encourage 
increased productivity and competitiveness of 
regions in Sumatra. Local governments must 
implement the National Education System Law No. 
20 of 2003 in a democratic and non-discriminatory 
manner by developing students creatively and 
encouraging a culture of reading and writing. 

Expenditures for health, marine and agriculture 
in the short term have not been able to encourage 
economic growth. Whereas in the long run, health 
and marine expenditures encourage economic 
growth. Health is an indirect investment, and 
increased expenditure on marine infrastructure is 
direct investment (Todaro and Smith, 2012; 151) so 
that health requires a very large investment and can 
be achieved in the long term. Increased government 
spending on health will increase the health of the 
people and increase worker productivity. While the 
potential of the waters around the island of Sumatra 
requires a very large budget and will only be 
achieved in the long term. 

Agricultural expenditure does not encourage 
economic growth on the island of Sumatra in the 
long term, this is due to agricultural  programs 
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financed by regional government spending not yet 
effective and not on target, especially assistance 
with agricultural production tools (Alsintan), so that 
local governments need to reevaluate programs that 
are needed by farmers in the area. 

General allocation funds in the short term affect 
economic growth, but in the long run do not affect 
economic growth. General allocation funds from the 
central government, it is mandatory for local 
governments to manage them properly, because it 
will be beneficial to the development and progress 
of the region. In the short term, the lack of funding 
for regional development can be covered by the 
transfer of general allocation funds from the central 
government so as to encourage economic growth, 
but for most regions in the long run the lack of 
personnel expenditure due to increases in salaries 
and employee welfare costs is funded by general 
allocation funds has an impact on reducing regional 
development programs, and ultimately inhibits 
regional economic development. 

BPK's opinion on short-term regional financial 
reports has a negative relationship with economic 
growth. Local governments in any way will do so 
that financial statements are categorized as 
unqualified, in the short term these financial 
statements will burden development targets because 
indicators that are not yet commonly done by the 
behavior of local government employees. In the long 
term, all activities that use the government budget 
must be transparent and accountable and the targets 
set can be achieved. So that the BPK's opinion in the 
long run will encourage economic growth in the 
Sumatra region. 

This study has limitations, especially not all 
provinces can be used as studies because of limited 
data, and secondly there are still many 
macroeconomic variables that can be used as a 
determinant variable in economic growth in the 
provinces in Sumatra. 
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Abstract: The purpose of this study is to analyze the Awareness Level of Serang City People in Paying Regional 

Taxes in the City of Serang in Order to Support Urban Development. Data collection techniques are carried 

out through literature studies and field studies. Regulation is the basis for tax collection and increase in local 

taxes in a district/city. In tax collection, it is regulated in provisions which are rigid in their collection, 

where in general the collection of local taxes is subject to existing legal provisions and is derived in the 

form of regional regulations governing the technicality of regional tax collection. To be able to increase 

PAD, every regional government, both regency and city, must do the right strategy so that the community 

with the levies imposed does not become a burden on them, but based on awareness as citizens who are 

good and obey the stipulated local government regulations. This becomes important for regional heads so 

that their regions will progress faster and develop. 

1 INTRODUCTION 

State policy makers are interested in raising revenue 

in ways that will minimize disruption to economic 

activity. Economists have long understood that the 

larger the behavioral response to a tax change, the 

larger the resulting efficiency cost or deadweight 

loss. Policy makers and voters are likely to be less 

interested in deadweight loss, perse, but are keenly 

interested in the impact of taxes on employment. 

This is particularly true when the economy is in 

recession or growing very slowly as it has been since 

late 2007, a period when the economy and job 

growth have consistently been voters’ top priorities 

in national opinion polls (Thompson & Rohlin, 

2012). 

Regional autonomy, by not downplaying its 

meaning, is basically to provide space for the people 

in the regions to form small countries. In this case 

the people formed their own government 

organization in harmony with the conditions of the 

local area. Each local government will make and 

implement policies based on the will of its people. 

Nevertheless, the state policy must not conflict with 

state legislation, and must be in accordance with the 

field of authority submitted by the central 

government (Zhang, 2019). 

In regional autonomy, regional tax is a 

delegation from the central government to the 

regional government to collect regional taxes based 

on Law No. 28 of 2009 concerning Regional Taxes 

and Retributions. Regional Taxes which are the 

authority of the regions based on the provisions. 

The City Government of Serang, in general, is 

based on the provisions in where the regional 

government of the city of attack can collect local 

taxes in the city of Serang. General provisions 

regarding the implementation of regional taxes in the 

city of attack through the Regional Regulation of the 

City of Serang Number 17 of 2010 concerning 

Regional Taxes. In order to build awareness of tax 

payments in Serang City, a strategy and tax 

education is needed for the people of Serang towards 

the importance of paying taxes in Serang City as an 

effort to support development in Serang City. 

Funding in the largest APBD comes from local 

taxes collected by the government to the attacking 

city community, therefore there is a need for public 

awareness to pay and the government needs to build 

an understanding of the community through 

education on the importance of paying local taxes as 
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an effort to attack urban development(Asatryan, 

Baskaran, & Heinemann, 2017). Local tax policy 

should be adequate, with a predictable amount of tax 

and incentive for activities that are dominant in the 

local economic structure. When formulating local 

tax policy also to be borne in mind is the effect of 

other factors on local economic development such as 

financial support to enterprises, training and 

retraining, development of local infrastructure, 

incentives for innovation and development and other 

(Azémar & Dharmapala, 2019). 

2 THEORICAL FRAMEWORK 

Government decentralization has resulted in local 

governments having to be more independent and 

strive to better explore potential resources as well as 

those being developed in their respective regions / 

this is done to obtain local revenue. Regional 

original income is the backbone of regional 

financing, therefore the ability to carry out the 

economy is measured by the amount of contribution 

given by the original opinion of the region to the 

APBD. 

Regional tax is one source of local revenue 

(PAD) contributions. Tax area is collected by the 

regional level I government and the level II regional 

government and is used to finance the households of 

each region. The basis of the local tax law is the law 

number 28 of 2009 concerning regional taxes and 

levies. Regional Original Income is revenue 

obtained from the local tax sector, regional 

retribution, regionally owned company results, 

separated regional wealth management results, and 

other legitimate local revenue (Aničić, Jelić, & 

Đurović, 2016). 

Regional Original Income is a component that 

greatly determines the success or failure of the 

independence of the Regency / City government in 

the context of current regional autonomy. One 

component that is very much considered in 

determining the level of regional independence in 

the context of regional autonomy is the Regional 

Revenue sector (Alm & Leguizamon, 2018). 

According to Guritno Mangkosubroto (1997) 

states that generally government revenues are 

needed to finance government spending. In general, 

government revenue can be distinguished between 

tax and non-tax revenues, for example, is 

government revenues from government loans, both 

domestic and foreign loans (Aničić et al., 2016). 

3 RESEARCH METHODOLOGY 

This study analyzes the Awareness Level of Serang 

City People in Paying Regional Taxes in the City of 

Serang in Order to Support Urban Development, 

which uses qualitative methods through literature. 

The use of this method is expected to collect a lot of 

information and data thoroughly. 

4 RESULT AND DISCUSSION 

One of the main sources in development that can 

create sustainable development is in the 

management of local tax and tax resources by the 

State (Azémar & Dharmapala, 2019), where in the 

tax there is a need for sustainable synergy in order to 

create awareness in the community about the 

importance of taxes in the overall development of 

the country. in Indonesia, in the management of 

taxes, authority is given to the central government 

and regional governments which are an integral part 

of the composition of the regional autonomy unitary 

state with the principle of decentralization. Regional 

taxes are used for various aspects of regional 

development, therefore the potential of the region in 

increasing taxes needs to be carried out maximally 

(Keikha, Rahgozar, & Asadpour, 2018a). 

Serang City is a new autonomous region in 

Banten Province and is the provincial capital of 

Banten, where Serang City is one of 8 (eight) 

regencies/cities in the Banten Province region which 

has a position as the Banten Provincial Government 

center with a population of 631,432 Soul. The male 

sex is classified as the most compared to women, 

although the difference is relatively small at 15,136 

people (2.4%) between men and their women 

This indicates that the male role is dominant in 

various ways, especially in the development in 

Serang city, so that the men in Serang city are 

important to be included in various development 

sectors, although they do not deny women to jointly 

build the city of Serang . 

The development of the economic sector is an 

important part of the progress of each region, with 

the stronger economic community (Zhang, 2019) 

being a force in supporting regional revenues, 

especially from PAD which has a major contribution 

in the independence of a district/city in this era of 

regional autonomy. The stronger the economy of the 

city of Serang the greater the opportunity to pay 

taxes and other contributions that can provide added 

value in raising the city of Serang PAD coffers. 
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the population growth rate in the city of Serang 

is still relatively controlled with a growth rate of 

below 2% per year which is 1.83. Of course, the 

level of population growth must be balanced with 

the level of economic growth for the regions, it is 

said that the development is successful where the 

economic growth must be far greater than the 

population growth.  

The size of the population will be a potential as 

well as a burden for the government, when the 

people of a region both district and city where the 

unemployment rate is small, then this becomes a 

positive potential for the region to develop 

economically, and of course it will happen 

otherwise. a burden and even disaster for the area 

(Michos & Hernández-Leo, 2018). 

Tax is the backbone of a country's income. Tax 

revenues in Indonesia finance more than 75 percent 

of the State Budget (APBN). However, since 2009 

the tax revenue target has never been reached. This 

is a challenge for the state tax authority, the 

Directorate General of Taxes under the Ministry of 

Finance to work hard to increase the growth of tax 

revenues, achieve the target of tax revenues, and 

ultimately achieve the independence of the state 

budget. 

To optimize tax revenue in the self assessment 

system, voluntary compliance is required. Taxpayer 

compliance is defined as compliance with reporting 

requirements, which means that taxpayers pay and 

report their tax obligations on time and accurate 

amounts in accordance with applicable laws and 

regulations (Keikha, Rahgozar, & Asadpour, 2018b). 

Efforts to improve taxpayer compliance require 

awareness of high taxation of taxpayers. Taxpayers 

who understand the role of taxes for the state and 

have a positive assessment of taxes will realize that 

paying taxes is a moral obligation to society, so they 

are compelled to fulfill their tax obligations. 

Therefore, the higher the taxpayer's awareness, the 

higher the taxpayer's compliance. 

5 CONCLUSIONS 

Public awareness in paying local taxes in the city of 

Serang has increased and has been able to dominate 

legal fees and other revenues as a component of 

Regional Original Income (PAD). However, the 

existence of PAD in Serang City has not yet been 

able to have credibility, because the level of 

independence of PAD has not reached 20% of the 

total regional income. In PAD, which is associated 

with total PAD, including the largest contribution is 

the tax sector, Serang City from 2010-2017, only 

reached Rp. 200,000,000,000, while the total PAD 

from the others reaches Rp. 1400,000,000,000. 

Therefore the local government of Serang City must 

boost the aspect of regional taxes to increase Serang 

City's PAD which has only reached 200 billion from 

2010-2017. 

In line with the existing APBD, the development 

in Serang city is still relatively small, especially 

directed towards infrastructure development in 

Serang City from 2010 to 2017, however, in 2017 it 

has shown a significant proportion in the hope that 

the builders in Serang there will be better results 

from various development sectors (poleksosbud), 

because of the increase in the Serang City Budget. 
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Abstract: Digital economy adaptation seems to be almost pervasive in all sectors, including the financial and banking 
sectors. Islamic banks as one type of financial institution that provides sharia-based banking services to 
customers also need to adapt and innovate technology to be able to compete. The aim of this study is to 
analyze the innovation strategies that have been implemented in Islamic Banking in Indonesia in the Digital 
Economy Era. The strategy is intended to create more advanced technology-based services to adapt in the 
digital economy era. By doing so, it is expected that more customers will place their funds in Islamic banks 
and Islamic banks can continue to grow in the Digital Economy Era. 

1 INTRODUCTION 

The existence of a Sharia Bank in the Indonesian 
banking system is a commercial bank based on 
Islamic sharia (legal) principles, in line with the 
enactment of Law Number 21 of 2008 concerning 
Islamic banking providing a legal basis for Islamic 
Banks both in terms of institutions and operations. 
Furthermore, with the enactment of Law Number 23 
of 1999 which has been amended by Act Number 3 
of 2004 concerning Amendment to Law Number 23 
of 1999 concerning Bank Indonesia, Bank Indonesia 
can implement a policy of monetaryization of sharia 
principles, Bank Indonesia can affect liquidity 
through Islamic banks 

Post-Law No. 10 of 1998 Regarding banking, the 
banking level continues to grow. Islamic banking 
assets are expanding. In 2017, the growth of Islamic 
banking assets is quite large, surpassing the growth 
of conventional asset banks. Data from the Financial 
Services Authority (OJK) recorded until October 
2017 noted that the growth of Islamic banking assets 
reached 19.79% on an annual basis to Rp395.89 
trillion. In the same period, the growth of 
conventional banking assets amounted to 11.20% to 
Rp. 7,183.77 trillion (Simbolon, 2018) 

But at this time in the digital economy era, the 
competition in the banking industry in Indonesia was 
very tight. The digital economy was born and 
developed through the use of information and 
communication technology that can also globalize 

the world. According to Dalle (2016) world 
economic history has gone through four eras in 
human life, namely the era of agricultural society, 
the era of machinery after the industrial revolution, 
the era of oil hunting, and the era of multinational 
corporation capitalism. The previous four economic 
waves have exclusive characteristics and can only be 
achieved by certain elite groups. Digital economic 
waves are present with sloping topography, 
inclusiveness, and spread the equality of 
opportunities. 

This characteristic has a competitive concept 
which is an industrial spirit that is easily lifted by 
startups who prioritize collaboration and synergy. 
Because of that, the digital economy is an 'economy 
of sharing' which raises many small and medium 
businesses to enter the business world. 

At present the government is proclaiming 
Indonesia as the largest digital economy in 2020 and 
becoming the largest in Southeast Asia. One of the 
cornerstones of national development in this 
declaration is the digital sector. The government 
targets e-commerce transactions to reach US $ 130 
billion and create 1000 technopreneur with a 
business value of US $ 10 billion in 2020 (Balitbang 
Kominfo, 2017) 

Therefore, to achieve a credit card, you can make 
many choices to use financial services for 
customers. Product and service innovations carried 
out by banking institutions. Apart from developing 
technology, community needs are increasingly 
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complex. For spending with innovations made by 
Islamic banking. As a bank of choice for Muslim 
communities, Islamic banking offers many services 
that provide benefits to increase the life force in 
business in Indonesia. 

Based on the description above, the purpose of 
this study is to analyze innovation strategies that 
have been implemented by Islamic banks in 
Indonesia. 

2 THEORICAL FRAMEWORK 

2.1 Digital Economy Era 

Digital economy started in the 1990s along with the 
growing usage of the World Wide Web, and also 
called network economy. The drivers of digital 
economy era such as network effects, critical mass 
of users, standardization, interoperability and 
globalization, and is enabled by the innovation of 
technology (Stähler, 2002). 

According to Tapscott (1996) in Schweighofer 
and Ebner (2015), digital economy is a global 
knowledge economy, which is based on brief cycles 
of innovations and digital information stored in 
networks. There are microeconomic processes of the 
transition from the industrial society to the 
information society made in digital network 
economy. The structures of economic and social 
systems are changing constantly, but there are 
temporary phases with increased transformation. 
This can be caused, by technical innovations that 
causing the further developments in technical, 
economic and social level by itself. The basic 
innovations are made exclusively responsible for 
these phases. However, the changes are only 
possible due to the adaptation of behaviour in 
society (Stähler, 2002).  

Some authors use the term Internet economy to 
describe the transformation in the 1990s. This 
change is based on the information performance 
boost of communication technologies and as a result 
of digital network (Zerdick, et al., 2001). However, 
the digital economy is a technology driven economy 
or network economy. Brief innovation cycles of 
technologies and applications or business models to 
link users and to generate a critical mass of 
participants in a net of collective interests are the 
basic for increasing network effects. Furthermore, 
vendors can continue to expand and get an 
advantage against their competitors, although their 
products reach the critical mass of users (Arthur, 
1996).  

The basic principles of those social or 
economical networks are some drivers and laws. As 

an example, direct network effects are generated by 
standardization and interoperability. The value of 
networks, business networks for users depends 
primarily on the value of the utilization of the 
applications or products. Metcalfe’s law postulates 
that the number of participants and the value of the 
network are related (Zerdick, et al., 2001). 
Moreover, switching costs and network effects 
produce lock-in effects (Schweighofer and Ebner, 
2015). Thereby, not only material switching costs 
are consider, but immaterial "switching costs" (e.g. 
trust) have to be considered also.  

These indirect and direct network effects cause 
returns to increase continuously (Arthur, 1996). 
Furthermore, attractiveness and its size also 
increased by those effects. As a result, participation 
of users are more encouraged in this network, and it 
will in turn generate direct and indirect network 
effects. These relationships form the core of the 
positive feedbacks. (Zerdick, et al., 2001)  

However, finally technology is the foundation of 
new applications, business models and social 
behaviour transformation. Furthermore, the rules of 
the digital economy are the background of strategic 
management in these markets or business models. 

2.2 Inovation Strategy 

Jaruzelski and Dehoff's (2007) research shows that 
there are two factors that influence company 
performance, namely strategic alignment and 
customer focus. Strategic alignment refers to the 
compatibility between innovation strategies towards 
overall corporate strategy. While customer focus 
refers to the company's efforts to pay attention to the 
needs of consumers in each series at each phase in 
the innovation value chain, from the stage of 
extracting ideas, developing ideas to marketing. 

Based on the two things above, namely strategic 
alignment and customer focus, Jaruzelski and 
Dehoff (2008) classify corporate innovation 
strategies in three categories, namely need seekers, 
market readers and technology drivers as shown in 
Figure 1 below: 

 
 

 

 
Figure 1: Three kind of Company Inovation Strategy 
Profile  
Source : Jaruzelski dan Dehoff (2008)  

Each innovation strategy has very different 
characteristics depending on the emphasis on 
innovation priorities. 
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1. Need Seekers 
The company emphasizes that its products become 
the first to enter the market (first movers) and 
proactively explore input from consumers in 
conducting product research and development. The 
product produced is a radical development 
(breakthrough). 

2. Market Readers 
Companies tend to make product changes in stages 
(incremental) and quickly adapt products that are on 
the market (fast follower). Like Need Seekers, 
product development is also based on consumer 
needs. 

3. Technology Drivers 
The company uses the technology superiority 
approach to innovate and does not directly involve 
input from consumers in the product development 
process. The products produced are also radical 
developments (breakthrough). Very large companies 
invest in research and development to drive 
innovation. 

Fontana (2009) categorizes Need Seekers and 
Market Readers as an innovator organization that 
adjusts to market needs, while Technology drivers as 
a type of pull power. 

 

3 RESEARCH METHOD 

This type of research is library research, namely a 
series of studies relating to library data collection 
methods, or research whose research objects are 
explored through a variety of library information 
(books, encyclopedias, scientific journals, 
newspapers, magazines and documents) 
(Sukmadinata, 2009). 

Literature review or library research is a study 
that formulates its theoretical and methodological 
contributions to specific topics from critically 
reviews or examines knowledge, ideas, or findings 
from academic-oriented literature. 

4 ANALYSIS & RESULT 

4.1 Potential and Challenges of the 
Digital Economy Era 

The development of the digital economy in the 
world is so rapid that it is reflected in several 
indicators. The value of investment in the 
telecommunications sector is quite high and the 

trend is still increasing. OECD (2015) noted that the 
investment value in the telecommunications sector 
in the world since 2000 reached an average of 200 
billion US dollars per year. In line with this, the total 
telecommunications connections consisting of 
analog, digital (ISDN and DSL) telephones, 
modems, fiber, and cellular reached approximately 
2.1 billion connections in 2013. This indicates that 
the world community's preference for cellular 
phones is getting higher . The number of internet 
users has increased, especially in Asia. In 2009 
internet users in Asia numbered 713 million people, 
in 2015 it increased by more than 200 percent, 
namely 1,445 million people (Wirabrata, 2009).  

In terms of consumers, Indonesia is also a very 
potential market. As a country with the 4th largest 
population in the world, domestic market power 
certainly cannot be underestimated. Moreover, the 
per capita income owned by the Indonesian people 
shows an always positive trend increasing since 
2006. The digital industry will certainly be even 
more excited about this condition. 

The growth of the middle class and internet 
penetration also cannot be ruled out. The World 
Bank notes that Indonesia has experienced a 
fantastic growth in the middle class since the 
monetary crisis in 1998. The growth of the middle 
class is predicted to continue to increase until 2030 
with a population of 141 million. 

As mentioned earlier, the potential of the digital 
economy is also inseparable from the current 
internet penetration. The Indonesian Internet Service 
Providers Association (APJII) noted that in 2014, 
the number of internet users in the country had 
reached 88.1 million with a penetration of 34.9 
percent, an increase of around 16 percent from 2013 
of 71.2 million with a penetration of 28 , 6 percent. 
This number is predicted to continue to increase 
along with the advancement of technology in 
Indonesia. The Kompas R & D predicts that the 
number will continue to increase and in 2017 the 
number will be 117 million. This makes Indonesia a 
very potential market for traders or digital trading 
businesses. 

This great potential certainly will not be able to 
be used optimally if stakeholders do not anticipate 
future problems. One potential problem is the loss of 
potential taxes and the legal vacuum that regulates 
the process of digital trade transactions. 

The Initiative Study Center estimates that the 
potential tax that can be extracted from this industry 
can reach IDR 10-15 trillion per year. This number 
is certainly not a nominal amount. The Director 
General of Taxes in Circular Letter Number SE / 62 
/ PJ / 2013 concerning Confirmation of Taxation 
Terms on e-Trade Transactions states that there is no 
new tax on e-Trade transactions so that general 
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provisions apply and there is no difference in the 
application of tax laws between conventional and 
electronic transactions. This certainly causes the 
government to lose the potential for state revenue. It 
is important for the government to innovate related 
to new and more applicable tax collection for digital 
transactions. 

The issue of regulatory vacancies also deserves 
mutual attention. In the memory of March 2016, 
there were demonstrations by conventional taxi 
drivers over the presence of online taxis. Many 
people think that online taxis damage the existing 
economic order, but not a few also feel that they 
benefit from the presence of online taxis. This 
debate can certainly be solved by the presence of a 
regulation. 

On the one hand, the application of digital 
technology increases productivity and reduces 
production costs. On the other hand, the 
conventional way of doing business generally 
absorbs more labor. The application of digital 
technology has the potential to replace conventional 
business so that it can reduce employment. In this 
case Government policy is needed to ensure the 
development of the digital economy has a positive 
impact on the overall economy. 

4.2 Inovation Strategy of Sharia Bank 
In Digital Econmy Era 

Islamic banks as one type of financial institution that 
provides sharia-based banking services to customers 
also need to adapt and innovate technology to be 
able to compete. 

Digital banking adaptation coupled with the 
management of sharia-based funds will be an 
advantage of Islamic banks. If this is not done, 
Islamic banks will lose (or even die) face 
competition from conventional banks that have 
adapted to digital banking or even defeated by 
fintech companies. This is not impossible, because 
there is a theory known as disruptive innovation. 
The theory says that old markets with old 
technology will be replaced with newer and more 
innovative ones that will create new markets. 

According to Fatahilah (2018), seeing existing 
digital economy developments, financial technology, 
and digital banking raises the question of whether 
Islamic banks in Indonesia can implement them. At 
least until now, we have not been able to find 
Islamic banks that can provide facilities and services 
like the two bank products mentioned earlier. For 
this reason, Islamic banks in Indonesia have to begin 
developing products and facilities that lead to digital 
banking immediately. 

Digital banking that has developed to date, such 
as ATMs, internet banking, mobile banking, video 
banking, phone banking and SMS banking. Some 
banks have also launched officeless financial 
services (branchless banking) which are primarily 
intended for people who do not have access to 
banking (unbanked). 

If in the future Sharia Banks only sell sharia-
based management then it is not enough to be able to 
survive in the digital economy era. Consumers need 
other facilities to support their various needs. The 
ease and speed must be a major concern for Islamic 
banks in order to continue to grow or at least survive 
in the era of competition like now. 

Coupled with competition with conventional 
banks that can provide a lower cost to customers. 
Rational consumers will certainly prefer cheaper 
rates with better facilities and conveniences. 

On this basis, Islamic banks must start investing 
to create more advanced technology-based services 
to adapt to the digital economy era. Islamic banks 
must also be able to operate efficiently so they can 
provide competitive products to customers. By doing 
so, it is expected that more customers will place 
their funds in Islamic banks and Islamic banks can 
continue to grow. 

Some sharia banking terms that encourage digital 
technology, among others, and banking concepts in 
terms of transactions, require separate ways of 
inclusion and literacy. The community needs literacy 
in order to have an easy and correct understanding 
that the Islamic banking system is more profitable 
than conventional systems. Because literacy is a 
process to increase knowledge (knowledge) and add 
insight, beliefs (beliefs), and skills (skills) of 
consumers and the wider community who are able to 
manage finances better. 

We involve the public using digital methods that 
make it possible to carry out easy and practical 
ways, fast, safe, not queued, simple and more cost-
effective and borderless and more custom-made. 
Listening to consumers more carefully is the key to 
continuing to compete. In particular, in the midst of 
increasingly fierce competition and shifting choices 
in payment methods that are increasingly becoming 
the challenges of the Islamic banking industry. 

The community is accustomed to using the 
internet through cell phones and computers with the 
largest internet users in the group of students (87%) 
and students (69%). However, the group predicted to 
contribute the largest revenue to the banking 
industry and financial services in the next 10 years 
(McKinsey, 2015). Trends in the use of growth 
services for people with people, people and students. 

According to Salam (2018), the technology 
service that is the mainstay of the bank is online 
banking. The expansion of Islamic banking through 
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sharia service units (office channeling) in branch 
offices makes online banking a standard of service. 
Online banking can be an added value for Islamic 
bank products. Technological innovation can reach 
microfinance rural areas or can be used as a tool to 
help small and medium business enterprises to 
develop. There has been banking competition 
leading to branchless banking to reach people in the 
region. 

Digital capabilities that can create these values in 
practice can be used as follows: First, digital 
technology increases bank connectivity not only 
with customers but also with employees and 
suppliers. This extends from online interactivity and 
payment solutions to cellular functions and 
opportunities to increase the bank's brand on social 
media. Second, digital withdrawal on large data and 
sophisticated analysis to expand and improve 
decision making. This kind of analysis is being used 
by the most innovative banks in many fields, 
including sales, product design, price and 
underwriting and truly extraordinary customer 
experience designs. Third, direct processing, which 
automates and digitizes a number of repetitive 
processes, low value and low risk. Process 
applications, for example, increase productivity and 
facilitate regulatory compliance, while direct 
imaging and processing processes lead to lighter and 
paperless workflows. Fourth, digitalization is a 
means to encourage innovation across business 
products and models, including social marketing 
with the support of crowd sourced and digitally 
centered business models. 

4.3 Obstacles and Challenges of 
Implementation Inovation Strategy 
of Sharia Bank In Digital Economy 
Era 

The Financial Services Authority (OJK) said that 
there are at least three challenges faced by banks in 
Indonesia in digital banking services, namely the 
evaluation of Bank Indonesia (BI) digital banking 
service trials related to bank information systems, 
network availability, and consumer education and 
protection (Salam , 2018). 

In addition to the three challenges related to 
digital Bank Indonesia above, in digital practice 
banks still face various obstacles that disrupt the 
digital development of the Islamic banking 
economy, including network infrastructure that is 
less extensive so that it cannot be accessed by 
everyone. The low interest of the Indonesian people 
who carry out digital economic activities, only about 
35% of the Indonesian people conduct financial 
digital transactions. Business contributions in the 

digital sector are still minimal for Gross Domestic 
Product (GDP). 

The next challenge is facing bank CEOs to take 
leadership in the development and implementation 
of a comprehensive change program that 
simultaneously addresses the culture, systems and 
capabilities needed. Some of the digital economic 
challenges to the development of banking business 
are the security or security department. With the 
increasingly sophisticated security technology along 
with the increasingly sophisticated theft technology 
in the digital realm. One of the most common crimes 
is identity theft or phishing. Phishing is the theft of 
other people's important data such as full names, 
residential addresses, and telephone numbers used to 
break into customer accounts. All that is done by 
users (users) who are not responsible, such as the 
emergence of new criminal acts in the form of 
threats hacking websites to steal company data, 
rampant fraud under the guise of online business and 
so on. 

The development of technology and the internet 
that is increasingly fast and agile is actually very 
helpful for effectiveness and efficiency in efforts to 
inclusion and financial literacy of Islamic banking 
operations. However, various technical and 
operational obstacles must be interpreted as 
challenges and must be used as a trigger to create 
and produce something that will help human work 
more organized and directed. The digital world has 
entered the financial industry such as e-commerce, 
which is increasingly increasing transactions from 
day to day. 

People in this digital era want and like 
convenience. They will openly accept all openness 
and technological progress. In the financial industry, 
there are already various electronic money that is 
intended to facilitate various daily human activities. 
Ranging from electronic money attached to mobile 
phones to balances in certain applications to 
facilitate payment. Opportunities and challenges in 
this digital era will be felt by all sectors including 
the financial industry and the Islamic banking 
industry. 

To overcome the various problems mentioned 
above, there are at least several steps that can be 
taken by Islamic banking as an effort to develop 
digital banking: First, consumer experience, namely 
digital companies must give the best impression to 
consumers in using their services. Because 
consumers in the digital world are very easy to turn 
to other companies. Second, cyber security, namely 
banking together with the government must work 
together in providing security for transactions 
carried out. 

Third, connect online with offline. Fourth, 
companies must also use data-based analysis to 
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determine the needs, behavior and desires of 
consumers. Fifth, various companies and 
governments must have started to build digital DNA. 
So, the government and company must issue 
regulations that support digitalization. 

With the digital bank, it is expected that banks 
can make it easier to store and analyze customer 
data. So that it can help banks to maintain 
relationships with consumers, better deal with 
consumer complaints, and be able to develop more 
appropriate products or services more quickly, 
cheaply, clearly and transparently for consumers. 
Banks are more efficient because they no longer 
invest in branch offices and customers do not have 
to bother to branch offices for example to transfer 
money to families in different regions. 

5 CONCLUSION 

Islamic banks as one type of financial institution that 
provides sharia-based banking services to customers 
also need to adapt and innovate technology to be 
able to compete. If in the future Sharia Banks only 
sell sharia-based management then it is not enough 
to be able to survive in the digital economy era.  

On this basis, Islamic banks must start investing 
to create more advanced technology-based services 
to adapt to the digital economy era. Islamic banks 
must also be able to operate efficiently so they can 
provide competitive products to customers. By doing 
so, it is expected that more customers will place 
their funds in Islamic banks and Islamic banks can 
continue to grow 
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Abstract: The success of an organization can be seen from the performance of its employee. Therefore improving the 
employee’s performance is the most important thing for the company. By performing transformational 
leadership in the company, it is expected that psychological empowerment can be shown in four cognitions 
as a connection mediating variable between the transformational leadership and employee performance. This 
study aims to analyze and to prove how the transformational leadership influences employee performance 
mediated by psychological empowerment at the East Java Regional Office of the Ministry of Law and Human 
Rights. The approach in this study uses a quantitative approach. The sample in this study are JFU (General 
Functional Position), JFT (Specific Functional Positions), and Administrator Officers (Structural Officers) 
divided into by 109 employees spreading in four divisions that is carried out by using the Proportionate 
Stratified Random Sampling technique. The analysis technique used in this study is the Structural Equation 
Model (SEM) approach by Partial Least Square (PLS) method. Results of SmartPLS path model analysis 
confirm that Transformational leadership has a significant effect on employee performance, Transformational 
leadership has a significant effect on employee performance with psychological empowerment as a mediating 
variable.

1 INTRODUCTION 

The success of an organization can be seen from the 
performance of the employees. Gomes (2003) states 
that the performance of an employee is basically the 
work result of an employee for a certain period that is 
compared to the possibilities, for example standards, 
targets or performances that have been determined 
and agreed in advance. Organizational leaders are 
very aware of the difference in performance between 
one employee and another under their supervision. 
Even though employees work in the same place but 
their quality is not the same. 

A similar thing happened to organizations or 
public services (bureaucracy) in the government. In 
terms of service, bureaucratic organizations are 
required to be adaptive institutions for development, 
because bureaucracy should not be at that one point, 

after all. In order to accelerate the achievement of 
good governance, on December 21, 2010 the 
government established Presidential Regulation 
Number 81 of 2010 on the Grand Design of 2010-
2025 Bureaucratic Reform. The regulation is the 
operationalization of the Grand Design of 
Bureaucratic Reform as outlined in the Bureaucratic 
Reform Road Map. Regulations were then gradually 
enacted as an effort to implement bureaucratic 
reforms, including Government Regulation Number 
46 of 2011 on Work Performance Assessment of 
Civil Servants to substitute the Work Performance 
Assessment List (DP-3). In that new regulation, the 
quality of employees can be measured and assessed 
from several aspects including service orientation, 
integrity, commitment, discipline, cooperation and 
leadership. 

As an organization that has a lot of contact with 
community service, the Ministry of Law and Human 
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Rights is required to maintain service quality and 
integrity in order to maintain the status of Corruption-
Free Zone (Wilayah Bebas Korupsi) and Clean and 
Serving Bureaucracy Zone (Wilayah Birokrasi Bersih 
dan Melayani) from the Ministry of Empowerment of 
State Apparatus and Bureaucracy Reform, which has 
been achieved since 2016. Several complaints in 
public service must of course be minimized because 
it can disrupt the objectives of the organization that is 
oriented to excellent service. Since the existence of 
“E-LAPOR” application in 2015, there were 242 
complaints entered the system where the complaints 
can also be seen and connected with the system 
General Secretary of each Ministry. Meanwhile, for 
the first semester of 2018 there have been 60 
complaints, where Immigration service received the 
most complaints, 55, then Correctional with 4 
complaints, and legal services contribute to one 
complaint. Moreover, according to recent data in the 
third quarter, there were 8 complaints entering the 
system (according to the office’s Public Relations 
data ), and of course this is a boomerang if the report 
/ public complaint is not immediately followed up. 

In addition to service, accountability and 
structuring HR is also a very important thing to assess 
employee performance in supporting performance 
achievements because inside of it there is a part of 
employee performance targets that will support it, 
including commitment, cooperation and leadership 
factors. The work plan should be carried out 
according to the schedule, that is, at the time of the 
initial preparation of the activities, the 
implementation must be given more attention, 
because there are still many activities carried out after 
the second semester. In fact, in evaluating the 
achievement of good performance, the work calendar 
that has been prepared is really in accordance with the 
target to be achieved. The activities compiled in the 
first semester should be carried out in the first 
semester as well, otherwise they will reduce the 
quality of output from the performance achievements 
that has been prepared at the beginning of the year. 
The fact is that there are still many activities that have 
been boosted at the end of the year with the aim that 
the budget absorption achieved gets good percentage 
in accordance with the performance target. This must 
be evaluated so that the work plan and work calendar 
are in accordance with the performance targets so that 
the output produced in the performance achievement 
is truly high quality. 

To realize the quality of public services and the 
achievement of performance in accordance with the 
target and work calendar and HR arrangement in an 
organization contained in 8 (eight) areas of change, 

surely the role of the leader has a considerable 
contribution. The role of leadership is very strategic 
and important in an organization as one of the success 
determinants to achieve the mission, vision and goals 
of an organization. Therefore, the challenge in 
developing a clear organizational strategy mainly lies 
in the organization on the one hand and depends on 
leadership (Porter, 1996). 

The right leadership style in moving and directing 
all potential employees to realize organizational 
stability and increasing productivity oriented to 
organizational goals is transformational leadership 
because it describes a process where leaders bring 
significant positive changes to individuals, groups, 
teams and organizations (Avolio, et al., 1990). 
Transformational leadership is described as a 
leadership style that motivates employees by giving 
individual attention to each follower (Bass, 1985). 
Transformational leadership is also able to provide a 
positive example to subordinates. Positive behavior 
can be in the form of taking risks together and 
instilling a sense of pride in their subordinates and 
always motivating their employees to perform higher 
than the expected. 

However, the goal or success of an organization 
is not only from a transformational leader, it also 
requires employees as driving forces as well as targets 
for change. Transformational leadership must be able 
to give more freedom to employees who lack the 
freedom to be more creative and innovative and to be 
involved in making organizational decisions. 
Previously, creative and proactive culture in 
bureaucratic organizations was less developed and 
employees were merely technical implementers who 
were in the lowest structure of bureaucracy and 
worked after orders/dispositions from superiors. 

To realize competency, employees need to be 
more empowered to develop their existing potential 
and provide other ways of working, which is by 
giving empowerment to employees (Lovelock and 
Wirtz, 2010). Empowerment is a time when 
organizations equip employees with autonomy or 
power to make decisions when they face everyday’s 
life in the work environment (Haas, 2010). With the 
provision of empowerment, of course, employees are 
expected to be able to improve their abilities, 
knowledge, creativity and quality of work. 
Employees can be motivated, motivated to believe in 
their ability to do the tasks given to succeed. 
Employees must be able to make decisions and 
employees must be able to think correctly and quickly 
when facing problems that occur right away. 

Empowerment is part of the process and also the 
organizational context. Empowerment not only 
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includes increasing individual motivation and 
delegation from top to bottom. Liden and Wayne 
Sparrowe, 2010) describes empowerment as intrinsic 
motivation, job design, collaborative decision 
making, social learning theory, and self management. 
Empowerment is referred to as psychological 
empowerment. Itself is a state of mind where an 
employee can master his feelings for the work done, 
must be aware of the tasks of the work being done, 
with a large level of responsibility for both work 
results for the individual and the overall progress of 
the organization and perceived justice in terms of 
wages based on individual and group performance 
(Melhem, 2006). Psychological empowerment is 
divided into four variables, namely, competence, 
meaningfulness, self-determination, and impact 
(Spreitzer, 1995). 

Consequently, the existence of psychological 
empowerment driven by a transformational 
leadership is expected to produce performance 
accountability implemented in the employee 
performance and improve the quality of public 
services oriented to excellent service so that the goals 
of an organization towards change can be realized, 
especially in East Java Regional Office of Law and 
Human Rights Ministry. 

2 THEORICAL FRAMEWORK 

2.1 Analysis Model 
 
 
 
 
 
 
 
 

Figure 1: Analysis Model 

2.2 Transformational Leadership 
According to Yammarino and Bass (1990), 

transformational leaders must be able to persuade 
their subordinates to carry out their duties beyond 
their own interests for a larger organization interest. 
Yammarino and Bass (1990) also state that 
transformational leaders articulate a realistic vision of 
the organization's future, stimulate subordinates in an 
intellectual manner, and pay attention to the 
differences possessed by their subordinates. Tichy 
and Devanna (1990) state that the existence of 
transformational leaders has a transformation effect 

both at the organizational level and at the individual 
level. 

Bass and Avolio (1994) suggest that 
transformational leadership has four dimensions. 
They called it "the Four I's". They are: 

1. Idealized Influence or Charisma 
2. Inspirational Motivation 
3. Intellectual Stimulation 
4. Individualized Consideration 

 
2.3 Psychological Empowerment 

According to Yukl (2005, 129), empowerment is 
very important in the context of leadership because 
delegating responsibility for more important tasks 
will not give authority if people lack the skills and 
knowledge needed to successfully carry out the task 
and feel worried about failure. Therefore, in each 
empowerment there must be an understanding of 
psychological empowerment, which according to 
Spreitzer (in Yukl, 2005: 129) includes four elements, 
including: 

1. Meaning. The content and the consequences of 
work are consistent with one's values and 
idealism. 

2. Self determination. The person has the ability 
to determine how and when the work is 
completed. 

3. Competence. The person has high confidence 
about being able to do the job effectively. 

4. Impact. The person believes that it is very 
possible to have an important impact on the 
work and work environment. 
 

2.4 Employee Performance 
According to Gibson et al. (1996) employee 

performance is a measure that can be used to 
determine the comparison of task implementation 
result, responsibilities given by the organization in a 
certain period and relatively can be used to measure 
work performance or organizational performance. 
Mathis and Jackson (2006) define that performance is 
basically what employees do and do not do. 
Employee performance influences how much they 
contribute to the organization, including output 
quantity, output quality, output period, workplace 
attendance, and cooperative attitude. 

Based on Government Regulation Number 46 of 
2011 on the Assessment of Civil Servants, there are 
several aspects to assess employee performance 
behavior, which are: 

1. Service orientation  
2. Integrity 
3. Commitment    
4. Discipline     

Transformational 
Leadership (X) 

Employee 
Performance (Y) 

Psychological 
Empowerment (Z) 

H1 

H2 
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5. Cooperation 
6. Quantity (target output) 
7. Quality (target quality) 
8. Time (target time) 
9. Cost (target cost) 

3 RESEARCH METHOD 

Population is a generalization area consisting of 
objects or subjects that have certain quantities and 
characteristics set by researchers to be studied and 
then drawn a conclusion (Sugiyono, 2009).T he 
population of the object of this research are all 
employees of East Java Regional Office of Ministry 
of Law and Human Rights, amounting to 150 people. 

Samples are part of the number and characteristics 
possessed by the population (Sugiyono, 2009). In this 
study the samples were employees of East Java 
Regional Office of Ministry of Law and Human 
Rights with the sampling technique uses the Slovin 
formula result is 109 people. 

This research was conducted by randomly 
distributing questionnaires on JFU (General 
Functional Position), JFT (Specific Functional 
Position), and Administrator Officers (Structural 
Officers) which is divided into 4 (four) different 
divisions, so that in taking samples from each division 
it is carried out by using Proportionate Stratified 
Random Sampling technique. According to Sugiyono 
(2009) Proportionate Stratified Random Sampling is 
taking sample from members of the population 
randomly and proportionally structured. This 
sampling is carried out if the members of the 
population are heterogeneous and divided into groups 
according to similar characteristics or certain 
conditions. 
 

Table 1: Samples by Division 
 

No. Division Σ 
Employee 

Σ 
Sample

1 Administration 48 35
2 Legal and Human Rights 

Services 
59 43 

3 Immigration 18 13
4 Correctional 25 18

Total 150 109 
Source : HRD 
 
 
 
 
 
 
 

Table 2: Samples by Position 
 

No. Position Σ Officer Σ Sample 
Structural Position (administrator/Supervisory) 
1. Echelon II.b 4 2
2. Echelon III 9 7
3. Echelon IV 18 13
Functional Position 
1. Specific Functional 42 31
2. General Functional 77 56

Total 150 109 
Source : HRD 

4 RESULT AND DISCUSSION 

Table 3 shows that the number of 109 respondents 
who are Administrator/Supervisory officials is 20.18 
percent, JFT are 28.44 percent and JFU or commonly 
called dominating staff is 51.37 percent with 60 
respondents or as many as 55, 1 percent of male have 
a little more than female 49 respondents or 44.9 
percent. For ages, respondents were in the range of 24 
years to 58 years, which was dominated by 
respondents aged between 36 years and 45 years 
(40.36 percent). For the education taken by 
respondents, doctor is 1.83 percent, as many as 74 
respondents who dominated the most undergraduate 
education with a percentage of 67.88 percent, then 
master's program 27.52 percent and diploma 
education at 1.83 percent. 

 
Table 3: Profile of the Respondent 

 

Profile Total Percentage 
Number of Samples 109 100%
Position : 
Supervisory Officer 
Specific Functional 
General Functional 

 
22 
31 
56 

 
20,18 % 
28,44 % 
51,37 %

Gender : 
Male  
Female  

 
60 
49 

 
55,1 % 
44,9 %

Age : 
≤ 25 year 
26 – 35 year 
36 – 45 year 
> 45 year

 
7 
32 
44 
26 

 
6,42 % 

29,35 % 
40,36 % 
23,85 %

Education : 
Diploma 
Bachelor  
Master  
Doctor  

 
3 
74 
30 
2 

 
2,75 % 

67,88 % 
27,52 % 
1,83 % 

Source : Data processed, 2018 

 
Figure 2 below, Inner model testing done to see 

the coefficient of determination, predictive relevance, 
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goodness of fit, estimation of path coefficients and 
parameter coefficients. After knowing the significant 
relationship between variables, it can be concluded 
the hypothesis related to transformational leadership, 
psychological empowerment, and employee 

performance in East Java Regional Office of Law and 
Human Rights Ministry. Hypothesis testing is done 
by bootstrapping method. 
 

Figure 2: Inner Model 
Source : Data processed, PLS 3

 

Table 4: R Square 
 R 

Square 
R Square 

Adjusted 

Employee Performance 0.357 0.345 

Psychological 
Empowerment 

0.404 0.398 

Source : Data processed, PLS 3 

The R-Square value above, each of which has 
been multiplied by 100 percent, produces a 
coefficient of determination from employee 
performance of 35.7 percent. This value indicates that 
employee performance can be explained by 
transformational leadership, while the remaining 64.3 
percent is explained by other variables outside the 
analysis model. The coefficient of determination from 
psychological empowerment produces a value of 40.4 
percent, where the value shows that psychological 
empowerment can be explained by transformational 
leadership, employee performance, while the 
remaining 59.6 percent is explained by other 
variables outside the analysis model. 

 

 

Table 5: Test the Direct Hypothesis 

   
Orgnl 

Sample
(O) 

Sample 
Mean 
(M) 

St. 
dev 

t-
stat 

p- 
value 

Psychological 
Empowerment 
  
Employee 
Performance 

0.315 0.293 0.130 2.424 0.016 

Transformationa
l Leadeship   
Employee 
Performance

0.345 0.357 0.093 3.699 0.000 

Transformationa
l Leadeship  
Psychological 
Empowerment 

0.635 0.639 0.129 4.924 0.000 

Source : Data processed, PLS 3 

 
Hypothesis 1 states that Transformational 

Leadership has significant effect on Employee 
Performance. 
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The calculation resulted from SMARTPLS 3.0 
software shows the path coefficient value of 
Transformational Leadership on Employee 
Performance has significant influence with T-
Statistics more than 1.96, which is 3.699. This means 
that hypothesis 1 suggesting that Transformational 
Leadership has significant effect on Employee 
Performance in East Java Regional Office of 
Kemenkumham is supported. 

Hypothesis 2 states Transformational Leadership 
has significant effect on Employee Performance with 
Psychological Empowerment as mediating variable. 

The calculation resulted from SMARTPLS 3.0 
software shows the path coefficient value of 
Transformational Leadership on Employee 
Performance has significant influence with T-
Statistics more than 1.96, which is 3.699. The path 
variable of Transformational Leadership with 
Psychological Empowerment has significant 
influence with T-Statistics more than 1.96, which is 
4.924. Meanwhile the Psychological Empowerment 
variable with Employee Performance has a 
significant influence with T-Statistics more than 1.96, 
which is 2.424. Thus it can be said that 
Transformational Leadership has a significant effect 
on Employee Performance and also when 
Transformational Leadership towards Employee 
Performance through Psychological Empowerment 
produces significant value because the T-Statistics 
value is more than 1.96. Because all variables have a 
significant influence both Transformational 
Leadership on Employee Performance, 
Transformational Leadership has a significant effect 
on Psycchological Empowerment and Psychological 
Empowerment has a significant effect on Employee 
Performance. It is concluded that the hypothesis is 
proven or the second hypothesis is supported. 

5 CONCLUSIONS 

Based on the analysis and the discussion, it can be 
concluded that: 

1. Transformational leadership has significant 
influence on employee performance. 

2. Transformational leadership has significant 
influence on employee performance with 
psychological empowerment as a mediating 
variable. 

The result of this study indicates that the 
Transformational Leadership variable with the 
mediation of Psychological Empowerment has 
significantly influenced the performance of 

employees and therefore suggests the government 
especially the East Java Regional Office of Law and 
Human Rights Ministry: 

1. To pay special attention to the 
Transformational Leadership applied so far, as 
well as the Psychological Empowerment 
factors. If the two variables are noticed, it will 
improve Employee Performance. 

2. As government employees who serve to 
provide services to the community, it is 
necessary to devote their performance to the 
maximum extent possible so public can be 
served. 

3. For future research, this research can be used 
as an idea for future research development. 
For another development, it is recommended 
to add other variables that can affect employee 
performance. 
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Abstract: This article discusses the use of social capital owned by 'Dukuh' as it is called for farmers who also act as 
first-level traders in Lok Baintan Floating Market in improving the Existence of Lok Baintan Floating Market. 
Lok Baintan Floating Market as part of the traditional market in Indonesia still exists today, and even tends 
to increase its existence as evidenced by the increasing number of visitors coming to this market and seen 
from the increasing number of traders. This condition is different from traditional market conditions in general 
and several other floating markets. One of the factors that have been ignored and is thought to influence the 
existence of floating markets is social capital. The dimensions of social capital analyzed are networks, norms, 
and beliefs within the scope of bonding and bridging social capital, as social capital that has been present 
since the beginning of the formation of this market. This research is intended to find out and understand the 
use of social capital by "dukuh" so that it still exists, even though the risks they face such as the possibility of 
“jukung” are reversed due to heavy river currents and uncertainty about the benefits obtained. The existence 
of 'dukuh' as an indicator of the existence of a floating market. In the process of collecting and exploring data 
and information, qualitative research methods are chosen in the form of phenomenology approaches. 
Phenomenology studies to look closely at individual interpretations of their experience and try to understand 
the meaning of experience from their perspective. In addition, there were also observations and in-depth 
interviews with the informants. The findings of this study indicate that “Dukuh" tends to be more dominant 
in utilizing social capital bonding than its bridging social capital in maintaining its existence in the Lok 
Baintan Floating Market. this indicates that traders in Lok Baintan Floating Market rely more on their 
relationships within their communities if they face problems compared to their relationships with outside 
communities such as thickening trust, strengthening networks and maintaining the traditional culture of the 
"papadaan" concept. So that policies need to be directed to encourage relationships in the community to be 
maintained through events that involve active involvement of the community.

1 INTRODUCTION 

Rural communities rely on the agricultural sector as 
their main source of livelihood. Traditional markets 
as one of the main places to market their agricultural 
products (Angmor, 2012). For farmers, traditional 
markets are an easy and inexpensive place in terms of 
transaction costs to sell their crops. For the buying 
community, the traditional market is a strategic and 
inexpensive location to get living necessities. The 
existence of the market becomes a mediator for 
economic activities both for farmers and the buying 

community. Therefore, the role of traditional markets 
becomes very vital for rural communities (Syahyuti, 
2008). 

In South Kalimantan, the role of traditional 
markets is replaced by floating markets, especially in 
areas that are flowed by rivers. Unique trading 
activities make the role of the floating market not only 
as a traditional market but also as a tourist attraction. 
Floating Market became a South Kalimantan tourism 
icon. 

The beginning of the emergence of floating 
markets is in almost all waters of the river, but what 
survives to date is only 2, namely the Muara Kuin 
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floating market and the Floating Lok Baintan Market. 
The government in order to preserve Banjar's 
distinctive culture, namely river culture, has led to the 
Siring tendean floating market which is active every 
Saturday and Sunday in downtown Banjarmasin. But 
because of its emergence based on the interests of the 
government, this market is not the center of attention 
of researchers. 

Muara Kuin Floating Market experienced a 
decline in existence seen from the decline in the 
number of tourist visits and the number of traders who 
trade in this Market. While the Lok Baintan Floating 
market has increased in terms of the number of tourist 
visits, as well as the number of traders who trade. The 
above is evidenced by data from the Department of 
Culture and Tourism of Banjar Regency, South 
Kalimantan (2017) that in the period of 2015-2016 
there was an increase in the number of visitors both 
domestic and foreign to Lok Baintan by 42% from 
25,935 people to 44,830 people. A significant 
increase implies that there is an economic stretch in 
South Kalimantan, especially around the Lok Baintan 
area. 

Traders as market participants have become one 
of the important indicators of this market's survival to 
date. If no one trades in this market, then there is no 
activity in the Baintan floating market. Search results 
of researchers, traders in this market are categorized 
as 2 things, namely 

1. The first level trader who works as a farmer 
who in the Banjar language is referred to as 
"Dukuh". 

2. Second-level traders are referred to as 
collectors or miners. 

This research foccus on "dukuh" is because dukuh 
has the choice to sell their crops not at Lok Baintan 
floating market but in other nearby traditional 
markets. The reason behind this is an important thing 
to explore. By exploring the background of hamlet, 
this market still exists, with so much risk being borne, 
that is, the risk of backing is reversed because of 
heavy flows, erratic income and working hours 
activities which are started before the prayer becomes 
important to study. 

The consistency of the dukuh in this market has 
become an indication of the presence of social capital 
in the midst of traders. As stated by Acil Hj. Bustan, 
there is a feeling of being lost if just spending a day 
is not present in the market: 

Dimapa caranya, diusahaakan agar bisa tetap 
bajualan hari-hari disini (how to do it, so that we can 
continue to trade every day here). This means that 
market players not only rely on the purpose of 
transacting only for motives of profit for sellers and 

low prices for buyers. There is trust that is built 
between market participants through repeated 
transactions which are a sign of strong bonding 
(bonding) and bridging relationships (bridging) 
between communities have been formed through the 
culture adopted. Therefore this study seeks to reveal 
in detail how "dukuh" utilizes social capital (bonding 
and linking) that already exists in the market at Lok 
Baintan Floating Market. 

2 THEORICAL FRAMEWORK 

a. Social Capital and Economy Development 
The definition of social capital that is widely accepted 
is part of social life such as networks, norms, and 
beliefs that encourage participants to act together 
more effectively to achieve common goals (Coleman, 
J, 2000). Whereas according to Mohsenzadeh (2011) 
explains social capital is a characteristic of a society 
or group which includes: information, ideas, trust and 
cooperation that increase the organizing capacity to 
find solutions to community problems. 

More deeply, there are three main attributes of 
social capital, namely beliefs, norms and networks. 
Fukuyama (2002) defines trust, namely cooperative 
norms such as honesty and willingness to help which 
can be divided between limited groups of society and 
not with other communities or with others in the same 
society. Trust allows traders to have the opportunity 
to build a reputation for reliability, making 
transactions cheaper and more stable. A good 
reputation fosters trust and will eventually 
disseminate information quickly and cheaply 
(Murshid, 2011). 

Networks can be created through friendship or 
friendship relationships that provide alternative 
channels for information flow in an organization 
(Fukuyama, 2002). Communities can make and use 
networks to improve the quality of life in their cities. 
Networks help to get information, ideas, influences, 
and resources so they can achieve goals (Woolcock & 
Narayan, 2000). 

McDonald (2015) defines social norms as an 
expectation of appropriate behavior that occurs in a 
group context. Medium Putnam (2000) explains 
norms consisting of understandings, values, 
expectations and goals that are believed and carried 
out jointly by a group of people. Norms can be 
derived from religion, moral guidelines, and secular 
standards as well as professional codes of ethics. 

Based on the connection relationship between 
actors located at different levels, social capital has 
been presented as a bond (bonding), bridging 
(bridging), and linking (linking). Putnam (2000) in 
Heenan (2010) draws the distinction between 
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bonding and bridging social capital. Bonding social 
capital is based almost entirely on bonds of solidarity 
between groups that are the same as people and aims 
to help people get something. Relationships in the 
family can be considered as examples of social capital 
ties. Whereas Bridging social capital refers to 
horizontal trust and reciprocal relationships between 
diverse individuals. This means that bridging social 
capital is inherently more valuable than social capital 
bonds because it has the potential to generate broad 
benefits. 

According to Chou (2006) social capital exists at 
three levels. First, micro-level social capital is in the 

network of individuals or households. Micro level 
social capital consists of 'bonding' and 'bridging' 
social capital. According to this first model, that 
social capital bonding at the micro level plays a key 
role in the accumulation of human capital. Second, 
the analysis of social capital at the meso level extends 
the concept of social capital to include vertical and 
horizontal associations and behavior among other 
entities, such as companies. Third, social capital at the 
macro level includes the most formal institutional 
relationships and structures, such as political regimes, 
legal rules, court systems, and civil and political 
freedoms. 

 

 
Figure 1: Conceptual Framework 

 
 
b. The Important Role of Bonding Social Capital 

in the Economy Activity 
According to Cecchi & Molinas (2006) social capital 
plays a role in development through three main lines: 
First, at the micro level, informal social networks of 
relatives and neighbors are fertile land to build mutual 
insurance mechanisms and form a survival strategy. 
Second, social capital can improve the ability of the 
poor, especially in underdeveloped areas where 
market institutions have failed and the role of the state 
is limited. The bond of social capital and social 
capital bridges to encourage information diffusion 
and trust, enforce contracts, and create informal credit 
networks, or access to formal credit. In particular, 
social capital can be considered a key asset for the 
development of small businesses. And third, social 
capital can help poor people improve their living 
conditions through collective action, enabling people 
to advocate and lobby activities. At the macro level, 
social capital can play an indirect role in reducing 
poverty and inequality through a positive influence on 
economic growth. 

Chou (2006) further proposed three models of the 
impact of social capital on macroeconomic 
performance, namely: (i) assisting in the 
accumulation of human capital, (ii) influencing 
financial development through its impact on 
collective trust and social norms, and (iii) facilitating 
collaboration and network between companies that 

results in the creation and diffusion of technology and 
innovation business. 

The impact of social capital on growth is divided 
into three, namely: first, at the micro level the bonds 
of social capital help to accurately formulate human 
resources. The second model, the impact of social 
capital bridges influences financial development 
through its impact on collective trust and social 
norms. The last model, meso level in the form of 
"connecting" social capital arises from networks and 
collaborative activities of companies, which then 
results in the efficient formation and diffusion of 
business and technological innovation (Chou, 2006). 

3 RESEARCH METHOD 

This study uses qualitative research for several 
considerations. First, this study wants to understand 
in-depth social interactions, the meaning behind data, 
unclear research problems, understanding people's 
feelings, developing theories and ensuring the 
correctness of data in the field (Fatchan, 2013). 
Second, this research attempts to examine a truth 
naturally and this requires evidence based on 
"natural" truth in a subjective context. "Natural" 
meant here is that researchers can recognize subjects, 
feel what they experience in everyday life. Third, the 
perceptions of individuals in Floating Market (related 
government institutions, traders, suppliers and 
buyers, including tourists) about floating markets will 
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be different and influenced by several factors, and 
these differences will be easier explained through 
qualitative methods (Fatchan, 2013). 

The qualitative method used is the 
phenomenology method. This is because phenomenal 
research aims to provide an understanding of the 
response to the existence of individual human beings 
or groups or communities, as well as experiences that 
are understood in interacting as a whole and 
thoroughly (Fatchan, 2013). To describe the 
phenomena occuring amongst traders’ interaction in 
Lok Baintan floating market, the researcher used 
Phenomenological approach. Pietersen (2002) and 
Anderson (2007) stated that phenomenological 
studies is not encouraged by previously formed 
theoretical construction and the hypothesis, but by the 
willingness to describe a specific phenomena’.  

The research took place in Lok Baintan floating 
market in Lok Baintan village in the District of 
Sungai Tabuk, Banjar Regency, and South 
Kalimantan Province. Lok Baintan village is one of 
21 villages located in the District of Sungai Tabuk 
(District of Sungai Tabuk in Numbers, 2014).  

Early observation showed that there were 200 to 
300 traders in Lok Baintan, who were mostly women. 
They were flocking the market during the fruit season 
in October to December because they came to trade 
their harvest in the market. 

Lok Baintan floating market is now different from 
it was the early time of its appearance. In the last few 
years, it gained special attention from the local 
government for the provision of several access both 
in transportation and communication. This then 
became the researchers’ particular interest to see the 
effect to bonding social capital amongst the traders. 
The informants participated in this study is the 
sources who directly involve in the activity of  Lok 
Baintan floating market and who could provide 
information on the phenomena being research such as 
wholesalers, retailers and consumers. 

The technique used to select the informants were 
snowballing technique to find informants continually 
from one informant to the other within the district and 
the village. Informant consisted of the figure of the 
society, religious figures to obtain rich, complete and 
in-depth data. Snowball technique was stopped when 
data saturation occurred 

4 ANALYSIS 

Commodity items traded at Lok Baintan Floating 
Market are dominated by agricultural products from 
surrounding villages. Therefore farmers in this case 

act as the main suppliers in this market. Farmers who 
sell their crops directly in this market are called 
dukuh. 

Dukuh in its daily life has a direct relationship 
with fellow hamlets, miners and household 
consumers. This relationship creates bonding and 
bridging relationships. 
 
a. Farmers make use of "bonded" social capital 

with the aim of increasing income through: 
As is known, the market participants in Lok Baintan 
Floating Market are homogeneous. Those involved in 
the market have strong family relationships, 
friendships and friendships (Rahmini, 2015). This 
relationship characterizes strong bonding 
relationships and becomes the basic foundation in 
every interaction of market participants in Lok 
Baintan Floating Market. Hamlet relations with other 
merchants such as miners as relationships need each 
other and complement. Hamlet if there are no miners, 
then the crop must be carried alone to the city 
(traditional land market). For the miners, the crops 
purchased from hamlets will be sold back to 
traditional markets in the city of Banjarmasin and its 
surroundings. The products produced are products 
that are of interest to consumers because they are still 
fresh and halal. Penyambang gets a profit from this 
sale and purchase activity. 

The profit that can be obtained is not certain, 
depending on the condition of the transaction. 
Sometimes profits are enjoyed by miners, but 
sometimes the benefits are more enjoyed by the 
shaman. The two responded to this with a sense of 
sincerity as revealed by Hj. Bustan: 

“Ada haja rajaki masing-masing. Kada tapi 
usah bahimat-himat. Dahanu tebanyak 
kulihan, dahanu kada sabarapa. Nang penting 
barang habis. Nang nukar senang.” 
Sustenance has already been arranged. No need to 

work too hard. Fortunately, what is obtained is 
uncertain. the important thing is selling behavior. the 
buyer is also happy. 

The lower price offer is not only due to the 
proximity of the location but also supported by social 
capital bonding and also coloring the relationship 
between the shaman and the miners. The combination 
of both makes the prices offered by hamlets lower. At 
one time the hamlet benefited from bonding relations 
when other miners benefited from bonding 
relationships. This is considered to be a form of help 
between the two. Helping financially is not possible, 
so assistance in bonding relationships is a form of 
helping others. 
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Strengthening the Network. 
The existence of a long hamlet in the Floating Market 
makes the network that occurs very strong. If there is 
one member affected by the disaster, then as much as 
possible the market participants try to help. Likewise, 
when there is a buyer who wants to buy the item but 
the desired item does not exist, the purchase is 
directed to the seller (seller) to another seller. This 
will not happen if there is no long-standing network, 
so there is a high sense of empathy for community 
members, namely the merchant community in Lok 
Baintan Floating Market. 

 
Prioritize capital assistance obtained from bonding 
and bridging relationships rather than linking 
relationships 
Dukuh facing capital difficulties is more entrusting 
capital issues in the relationship of 2 types of bonding 
and bridging relationships compared to linking 
relationships. For farmers, getting capital from 
bonding and bridging relationships is not as 
complicated as getting capital from a linking 
relationship. This is also related to habit factors. 
Erratic income factors make farmers need to think 
more deeply if they get capital assistance from linking 
relationships, unless the nature of the assistance 
provided is not binding. 

Capital assistance from bridging relationships 
which are currently used by farmers more in 
expanding capital such as loans from cooperatives, 
Pokdarwis. Capital assistance obtained from bonding 
relationships is still often used by farmers but this is 
used limited to loans that are sudden in nature and 
cannot be obtained through relationships other than 
bonding. 

 
Marketing Through Customer Relationships 
Dukuh in the activity of selling their harvest habits in 
large numbers (bungkalang). This is because 
consumers are dominated by miners who buy on a 
large scale. Relationship between dukuh and 
customary miners apply subscription relationships. 
Subscription relationships cause the two parties to 
prioritize mutual trust in each transaction that occurs, 
both barter, exchange and money. 

There is a minus plus value from bonding 
relationships in the relationship between the dukuh 
and the miners. As stated by Hj. Bustan that the trust 
is sometimes misused by the buyer. But apart from 
that bonding relations make it easy for dukuh to 
market their crops through trust and reciprocity 
between the two. So is the bridging relationship, 
making the dukuh know where consumers need their 
crops. 

 
b. Utilization of Bridging Social Capital 
The findings of the researchers are known that the 
bridging relationship that is established in Lok 
Baintan Floating Market is trust and cooperation 
between a group of equal people (community) and 
has the same goal in terms of the common source of 
raw materials, capital in formal and informal 
relationships. This bridging relationship arises 
because the relationship between actors is no longer 
in a homogeneous community, but has been diverse 
in communities. The perpetrators began to realize that 
by making the container a place to accommodate their 
aspirations if there were problems they would make 
them more secure from various risks such as the 
"Tambangan Balarut" cooperative, a farmer group, 
Pokdarwis. 

The bridging social capital that is established 
seeks to be utilized by the organization that 
accommodates the individuals in it in achieving the 
welfare of its members. The welfare of members will 
deliver the standard of living of its members at a 
better level of livelihood. The following is explained 
how actors use bridging social capital in the 
organizations they follow to achieve a better level of 
progress. Actors take advantage of bridging social 
capital in the form of: 
 
Strong Commitment and Collective Action 
Strong commitment of members is needed for the 
development of the organization. This is also the case 
for cooperatives built by members in 2012. The 
commitment of its members to jointly promote 
cooperatives for mutual progress is evidence of 
members' collective action in an effort to improve 
their economic level. 

Members realize, they cannot only rely on one 
type of relationship, but also require bridging social 
capital relations that are able to connect them to a 
higher level, namely the government and related 
agencies. Only by utilizing social capital bonding that 
they have not been able to solve a larger problem in 
trading activities at the Lok Baintan Floating Market 
more thoroughly because of the limitations of 
bonding relationships. This is evidenced by the 
findings of Chou (2013) that the impact of bridging 
social capital influences financial development 
through its impact on collective trust and social 
norms. 
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Share the latest Knowledge 
Traders who are members of formal and non-formal 
organizations are gradually given the knowledge that 
supports them in a better direction. In the 
"Tambangan Balarut" cooperative members are 
taught how to manage the income received. The goal 
is that members who borrow from cooperatives are 
able to pay loan installments in cooperatives. The 
smooth payment of installments in cooperatives will 
have an impact on larger absorbed funds, where other 
members have the turn to get loans. 

Regular monthly meeting of members does not 
only attract monthly contributions to members but 
also as a venue for sharing knowledge. Besides being 
taught how to manage finances, members of the 
cooperative share knowledge that is controlled by one 
member. Like the knowledge of how to hook new 
customers to keep repeating purchases. This is a 
manifestation of the togetherness of members in 
cooperatives in an effort to increase members' income 
together. 

 
 
 
 

Latest Price Information 
In addition to some of the bridging relationship 
advantages mentioned above. Members who are 
members of the "Tambangan Balarut" cooperative get 
information on prices and goods they want and 
potential customers who want their merchandise. The 
monthly routine meeting of the "Balarut Mining" 
Cooperative is a place for members to exchange 
information on the price of goods and where the 
desired item is located. 

The benefits of bridging relationships seem to be 
very helpful for members who are members of formal 
and informal organizations. Members who are 
members of the organization at Lok Baintan survive 
one of them due to income factors. This is also 
reflected in Fischer's (2012) study of farmer 
organizations in Kenya that positive income effects 
keep group members alive and active, through 
collective marketing price advantages. Apart from 
prices, farmer groups function as an important 
catalyst for the adoption of innovation through 
increasing efficient information flows, where there 
are conditions where collective action is useful, and 
emerges through a potential benefit mechanism.

 
Figure 2: Utilization of Micro Social Capital by Dukuh in Lok Baintan Floating Market Area

 

5 RESULTS 

Transactions “bepanduk” are the hallmark of buying 
and selling at Lok Baintan, which is still used by 

market participants. This transaction is one of the 
forms of informal relationships that are established in 
this market and is a solution for traders in facing 
financial difficulties. The financial difficulties solved 
by this informal relationship are in line with what 
Evan (1996) stated that informal relations will not 
directly improve welfare but without this relationship, 
welfare will be very difficult to achieve. 
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Simply put, how farmers and traders in the Lok 
Baintan Floating Market area utilize social capital at 
the micro level can be seen in the Figure 2. 
 

6 CONCLUSIONS 

The use of social capital by Dukuh in improving the 
existence of the Lok Baintan Floating Market is 
summarized at the micro level including bonding and 
bridging relationships. At the bonding level, Dukuh 
utilizes social capital by utilizing social capital such 
as thickening trust, strengthening networks and 
nurturing traditional culture on the concept of 
"papadaan". At the bridging level, through 
commitment and collective action, share the latest 
knowledge and the latest information. 
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Abstract: This study aimed to find out the effect of the learning achievement, study period, and activeness in 
organizations on the waiting period and job relevance among graduates of the study program of economics 
education, Faculty of Economics, Medan State University partially and simultaneously. This research method 
using descriptive quantitative approach. Population in this research is the graduates of Economic Education 
Program FE UNIMED year 2013-2017. Sampling of 186 respondents with proportionate random sampling. 
The data were collected using questionnaire. Analytical technique using logisctic regression analysis. The 
result of research is (1) learning achievement has no effect in job search period. (2) Learning achievement has 
a positive effect on the job relevance. (3) Study period has no effect in job search period. (4) Study period has 
no effect in job relevance. (5) Graduates who participate in the organization have a job search period faster 
than those who are not participate. (6) Participation in the organization has no effect in job relevance. (7) 
Learning achievement, study period, and participation in the organization collectively affect the job search 
period. (8) Learning achievement, study period, and participation in the organization collectively affect the 
job relevance.

1 INTRODUCTION 

Unemployment is still a problem in Indonesia. Based 
on Macro, unemployment is a workforce that is 
currently unemployed, meanwhile based on  micro, 
unemployment is those who is able and willing to do 
work but is currently unemployed (Suroto, 1986: 12-
13). Unemployment too defined as a workforce that 
does not have a job or does not yet have work and are 
actively seeking work (Kusnendi, 2003: 203). 
Unemployment based on the reason is divided into 
frictional, seasonal, cyclical, structural, and 
technological unemployment (Kusnendi, 2003: 206-
208). 

Now days, in fact of  graduates of Indonesian 
universities have a bachelor's degree and diplomas 
are no longer an easy guarantee to get a job. For 
marking this phenomenon, the term educated 
unemployment arises. Educated unemployment is a 
workforce that does not work but has a high school 
education (high school) Diploma, and Bachelor). 

Based on data obtained from Kemenristekdikti, 
the number of study programs or the number of 

students taking majors or educational study programs 
was very high. This includes many undergraduate 
degrees. The highest education program for the soul 
was 110,879 people with a total workforce of 730,728 
people, the number of students for graduates of 
education and teacher programs was 15.17 percent 
and classified as a bored graduate student. On the 
other hand, currently competition between education 
and teacher majors was getting tougher. Competition 
was increasingly tightened since the registration of 
CPNS teachers formation in the future must obtain 
the title of teacher profession (Gr) to be accepted as a 
CPNS teacher. To achieve a bachelor's degree, 
undergraduate teachers can determine additional 
schools known as the Pre-service Professional 
Teacher Program (PPG). Not to mention competitors 
who have education because the program was not 
only attended by scholars, but can also be attended by 
non-educational scholars. 

As an educational institution, the Economic 
Education study program is one of the majors at the 
Faculty of Economics, Medan State University, 
which creates graduates with degrees in education in 
the field of economics. For this reason, all Economic 
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Education graduates are expected to have the 
competence to become competent and professional 
teachers. Therefore, it is necessary to conduct a 
search of UNIMED Economic Education graduates, 
to find out the competencies of graduates which are 
produced as well as an effort to evaluate the 
performance of study programs, one of them is by 
measuring the waiting period and the relevance of 
work. 

The waiting period is defined as the length of time 
a person gets the first job after graduating from the 
last completed education. The waiting period or long 
time to find a job is usually expressed in months or 
years. Waiting period is closely related to 
unemployment. Unemployment is a period in which 
a person continues to be unemployed or the average 
unemployment period of a worker. 

In relation to the waiting period, someone will try 
to find work to get a job that is considered feasible. 
For this reason, a theory is needed to explain how 
someone looks for work. Search theory or the theory 
of looking for work according to Sutomo and 
Prihatini (1999) is a model that explains the problem 
of unemployment from the point of supply (Susanti, 
2014). Search theory arises from economic 
uncertainty where there is imperfect labor market 
information. The unemployed do not know the 
qualifications of the labor needed and the level of 
wages offered by job seekers. they will maximize 
expected net income and wage reservation or 
reservation wages as criteria for accepting or rejecting 
a job. Job seekers will stop looking for work when 
additional costs or marginal costs from an additional 
one job offer are equal to the marginal return of the 
job offer. 

There are several factors that can influence the 
waiting period, including age, education, experience, 
marital status, and wages (Astuti, 2013). In addition, 
information in the imperfect labor market will make 
a person unemployed at a certain time and will 
continue to find the best job (Kaufman, 1999). 
Meanwhile, according to Sutomo (2001), several 
other factors that cause long time a person gets a job, 
especially for educated labor, are caused by structural 
inequalities between supply and employment, too 
strong the influence of human capital theory on 
people's thinking, and educational programs seen 
from high school graduates and Bachelor who gets 
the fastest job (Mariska, 2016). Then, based on 
research conducted (Setiawan, 2010) on educated 
workers in the city of Magelang, that age, education, 
income and work experience have a positive 
influence on the length of seeking employment. 
While gender does not have an effect on the length of 
time seeking work, there are differences between the 
length of time seeking work for men and women. 
Unlike the study (Putranto and Mashuri, 2012) for 

graduates of the Department of Statistics, Sepuluh 
Nopember Institute of Technology, work waiting 
time can be influenced by factors of family members, 
high school status, type of work chosen, and 
motivation in finding work where chosen to be a 
factor that further determines the waiting time for 
work among other factors. Graduates who choose the 
type of entrepreneurial work will work much faster, 
so in this case it is important for the relevant 
educational institutions to provide entrepreneurship 
education to students. 

Relevance according to the Big Indonesian 
Dictionary means relationships, suitability, relation to 
objectives, useful directly with what is needed 
(Muhson et al, 2012). When producing graduates who 
are unemployed, it means that a unit, type, or level of 
education can be said to be less relevant to 
community needs and social development (Suryadi, 
2014: 11). An institution of higher education is said 
to be relevant to its existence if all or most of its 
graduates can be quickly absorbed by employment in 
accordance with their fields and strategic rank 
(Muhson et al., 2012). The level of absorption of 
graduates in employment also depends on the quality 
of graduates, namely the skills, knowledge, and 
abilities possessed. Whether or not the competency of 
graduates can be seen from the job profile includes 
the type of work, number of hours worked, position, 
and salary earned (Muhson et al, 2012). 

The relevance of work can be influenced by 
several factors, including unemployment, education 
and training, labor market information, and changes 
in economic structure. In relation to the long 
unemployed factors, long-unemployed graduates 
tend to have no choice to capture any employment 
opportunities. For them, getting the first job is very 
important to get experience (Saputra, 2014). While 
the education and training factors concern the 
competencies possessed by job seekers. According to 
Alwi (2010) education is related to the relevance of 
the curriculum where it also leads to the suitability of 
courses, material in teaching books, and even 
reference books used (Asnawi et al, 2015). Higher 
education will provide knowledge in accordance with 
work requirements. For this reason, certain types of 
work require educational qualifications from majors 
and certain GPAs that are charged to job applicants. 
As for developing practical skills, educational 
institutions will provide internship opportunities. For 
this reason, some types of work require qualifications 
in the form of work experience so that learning 
through internships is very important. In addition, the 
company has also anticipated by providing training in 
the initial period of work (Saputra, 2014). In addition, 
the information factors available in the labor market 
also affect the relevance of work. Usually this 
involves information about the skills needed by the 
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business world and even a system of remuneration 
and wages. Finally, changing economic structures can 
affect the relevance of work. Changes that occur in 
the form of revolutionary changes in industry and 
technology are accompanied by various forms of 
transformation in the types of jobs and job 
qualifications. This transformation eventually 
resulted in a shift in the need for the types of 
knowledge and skills of the workers (Suryadi, 2014: 
39). 

Based on the results of the 2016 UNNIMED 
annual report, the average waiting period for 
graduates to get the first job is for 3 months, where 
the Faculty of Social and Economics is a faculty with 
the respondent's work waiting period of 4 months 
(more than the average waiting period of UNIMED). 
Then most of the UNIMED respondents in the tracer 
study amounted to 47.51% working according to their 
field of study and 13.03% not working according to 
their field of study. Based on research conducted by 
Muhson et al. (2012) on FE UNIMED Economics 
Education graduates, there were 6% of graduates who 
had not yet worked and some of the respondents who 
continued to study S2 were only counted as not the 
workforce. If the conclusion is drawn, as many as 
4.8% of graduates of S1 Economic Education have 
not been absorbed in the labor market, while as many 
as 95.2% have been absorbed in the labor market with 
the waiting time getting the first job is 4 months. The 
level of work relevance of graduates of Economic 
Education reaches 51%. The salary level is not 
relevant because 68% of graduates have sub-standard 
salaries or Rp1,655,800 with a number of working 
hours of less than 35 hours per week. 

Learning achievement is proof of the success of 
the learning process or the ability of a student to carry 
out learning activities according to the weight 
achieved (Winkel, 1996: 162). Learning achievement 
in the world of work is one of the conditions that must 
always be included when job seekers apply for jobs. 
For college graduates who hold Diploma or Bachelor 
degrees, their learning achievements are measured 
through the GPA. In addition to the GPA, the study 
period is related to the absorption of graduates in the 
world of work. The study period or duration of study 
is the length of time someone completes studies in 
college (Samekto, 2014). The study period is the time 
it takes for someone to take a study program at a 
certain level of strata which is calculated through a 
minimum Semester Credit Unit. Graduates who have 
a study period longer than the average study period of 
one class, will tend to be late in finding work. Then, 
activeness of organization can be a consideration of 
how graduates will be accepted to work. 
Organizational activeness is someone's involvement 
in organizational activities. For this reason, according 
to Susseldrop, various forms of involvement or 

activity in the organization can be in the form of 
attending meetings, involving themselves in 
discussions, participating in activities carried out, 
taking part in decision-making processes by 
expressing opinions, and participating in utilizing 
program results (Suryobroto, 2009: 300) . Graduates 
who have organizational experience in college or in 
other words the graduates are actively organizing, 
certainly get a lot of added value for job seekers to 
receive them working in their place. For this reason, 
learning achievement, study period, and 
organizational activity are chosen to be independent 
variables that can affect the waiting period and the 
relevance of the work. 

Based on this phenomenon, the author wants to 
conduct research on "The Effect of Learning 
Achievement, Study Period, and Activeness of 
Organizing on the Waiting Period and the Relevance 
of Work Graduates of Economic Education Faculty 
of Economics, Medan State University". 

2 RESEARCH METHOD 

This study uses a quantitative descriptive approach 
with the research subject being a graduate of the 
Faculty of Economics UNIMED. Data used in the 
form of primary data and secondary data. The 
variables examined in this study consisted of three 
independent variables and two dependent variables. 
The dependent variable in this study is the waiting 
period and the relevance of the work. The two 
dependent variables are measured using Dummy 
variables. Waiting period 0 means not fast and 1 fast. 
while the relevance of category 0 work is irrelevant 
and 1 is relevant. The independent variables in this 
study include the CPI variable, the period of study 
and active organization. The GPA variable and study 
period are quantitative data while the organizational 
activeness variable is categorical and measured using 
Dummy 0 variable which means it is inactive and 1 
active. Figure 1. The following illustrates the research 
paradigm. 
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Figure 1: Research Paradigm 

 
The population in this study were 348 graduates 

of the UNIMED FE Economics Education class of 
2013-2017. Sampling was 186 respondents using the 
proportionate random sampling technique. Table 1. 
illustrates the distribution of research samples 
graduated from the FE UNIMED Economic 
Education. 
 

Table 1: Distribution of Research Samples 
Year Number of 

Population 
Number of 
Samples 

2013 100 53 
2014 79 42 
2015 65 35 
2016 66 36 
2017 38 20 

 348 186 
 

The method of data collection uses a 
questionnaire, where the questions in the 
questionnaire do not require a validity test because 
the answers in the questionnaire are accurate and 
definitely describe the conditions experienced by the 
respondents. Similar to the validity test, the 
instrument used in this study does not require 
reliability testing because the answers contained in 
the questionnaire are unlikely to produce different 
data even though the instrument was used several 
times for the same respondent. The analysis technique 
uses logistic regression analysis. 

3 RESULT AND DUSCUSSION 

The results showed that the average waiting period 
obtained the first job (after graduating S1) of the 
respondents of 3.26 months. The first job relevance 

level of respondents was 41.40%, where the majority 
of respondents in this study or 63.98% obtained non-
teacher jobs at their first job and only 36.02% were 
classified as working as teachers. Most respondents 
work for the first time in private companies, namely 
44.60%. The average income of the respondent's first 
job was Rp2,084,946, with the average income for the 
type of work of the teacher amounting to 
Rp1,325,373, while the average income for the type 
of work for the non-teacher was Rp2,512,605. For 
this reason, it can be concluded that overall, 
respondents who obtained non-teacher jobs at their 
first job obtained higher average income compared to 
respondents who worked as teachers. Based on the 
number of hours worked in a week, respondents in 
this study 53.76% were categorized as full-employed 
workforce because they worked above 35 hours per 
week. 

Meanwhile, for the history of the type of work 
now, the level of relevance of the work of respondents 
currently rose to 45.70%, where the majority of 
respondents or 61.29% currently work as non-
teachers, amounting to 34.41% who work as teachers, 
and as much as 4.30% are currently not working when 
the study takes place because 6 respondents prefer to 
be housewives, 1 person is continuing his studies S2, 
and 1 person has just resigned and is looking for 
work. Based on the type of work agency now, 34.90% 
of respondents are currently private companies. The 
average income from occupation owned by 
respondents has now risen to Rp2,989,354, with the 
average income for the type of work of the teacher 
rising to Rp1,815,589 and for the type of non-teacher 
work being increased to Rp3,648,158. For this reason, 
it can be concluded that overall, respondents who 
worked as non-teachers obtained higher average 
income compared to respondents who worked as 
teachers. Based on the number of hours worked in a 
week, the respondents in this study 57.53% were 
categorized as full employed workforce or increased 
by 3.76% from the first job. 

Then it is necessary to test hypotheses on the five 
variables used in this study. However, before testing 
the hypothesis, a multicollinearity test is conducted 
on the three independent variables. Based on the 
results of multicollinearity test between independent 
variables in this study, the correlation matrix value is 
worth less than 0.8. This means that multicollinearity 
was not found among the three independent variables 
used in the study. Furthermore, hypothesis testing can 
be done. Based on the results of hypothesis testing 
using logistic regression, conclusions can be drawn as 
follows. 
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Based on the results of the hypothesis testing of 
the learning achievement variable (GPA) on the 
waiting period partially using the Wald test, the Wald 
t count is obtained at 0.005 with a significance of 
0.943. Because the significance value is greater than 
0.05, the GPA variable has no effect on the waiting 
period to get the first job of the UNIMED FE 
Economics Education Study Program graduate. 

The results of testing the hypothesis of the effect 
of GPA on the relevance of the work show a positive 
value on the regression coefficient of 2.404, Wald's t 
count is 5.769 and significance is 0.016 or less than 
0.05. The GPA Odds ratio for job relevance shows a 
positive value of 11.068. For this reason, it can be 
concluded that the GPA has a positive effect on the 
relevance of the graduates' first job. The greater the 
graduates' GPA, the chance for graduates to obtain the 
first relevant type of work is 11,068 times greater, 
where other factors are considered constant. That is, 
the greater the graduates' GPA, the chances of 
graduates working first after graduating S1 as civil 
servant teachers, teaching staff, private teachers, 
lecturers and entrepreneurs are greater 11,068 times. 
GPA shows the learning outcomes obtained by 
someone after going through education. 

According to Alwi (2010) education itself is 
related to the suitability of courses, material in 
textbooks and reference books used and universities 
as educational institutions will provide knowledge 
according to work needs (Asnawi et al., 2015). In 
relation to education and work needs, all graduates of 
the Economics Education Study Program certainly 
gain insight into economics, entrepreneurship 
science, teaching methods, and how to administer 
teacher administration that can support their work 
needs. So that graduates of the Economic Education 
Study Program who obtain a higher GPA are 
considered to have more mastery of the knowledge 
and are more likely to have jobs that are relevant to 
the education they pursue. 

Then, the results of partial hypothesis testing 
indicate that the study period does not affect the 
waiting period of UNIMED FE Economics Education 
Study Program graduates. Regression coefficient 
obtained for 0.405 with Wald test t count of 3.173 and 
significance of 0.075 or greater than 0.05. This was 
also supported by research conducted by Dewi (2017) 
in the year 2005-2009 graduates of Economic 
Education Study Program where the results of the 
study found that the study period did not affect the 
waiting period. In addition, research conducted by 
Putranto and Mashuri (2012) on the analysis of 
factors that influence the waiting time for fresh 
graduate work in ITS Statistics. 

Testing the hypothesis of the influence of the 
study period on the relevance of the work, obtained a 
regression coefficient of -0.296 with Wald test tcount 
of 1.951 and significance of 0.162 or greater than 0.05 
so that the study period did not partially affect the 
relevance of work of Economic Education Study 
Program graduates. This is because the study period 
does not have a direct relationship with the first type 
of work that is classified as relevant work in this 
study. 

Furthermore, the results of the hypothesis test 
influence the activeness of the first category of 
organization (active organization) for the partial 
waiting period, obtained a regression coefficient of -
0.695, Wald test tcount of 4.535, significance of 
0.033 or less than 0.05 and odds ratio of 0.499. For 
this reason, it was concluded that the activeness of the 
first category of organization (active organization) 
had a negative effect on the waiting period of 
Economic Education Study Program graduates 
partially. In this case, graduates who are actively 
organizing have a 0.499 times greater chance of 
obtaining a fast waiting period (less than three 
months) compared to graduates who are not actively 
organizing. Organizational activity has something to 
do with organizational experience. Graduates who 
have organizational experience have the provision of 
competing in the world of work. In addition, the 
activity of students in organizing has a positive effect 
on job readiness (Widyatmoko, 2014). The results of 
this study are in accordance with the benefits of the 
organization according to Sukirman (2004), namely 
training cooperation, adding insight and fostering 
self-confidence which will later be useful in the world 
of work. Someone who is active in organizing during 
college, shows a personality that is more ready to 
work than those who are not actively organized. This 
is the consideration of the labor seekers. For that the 
opportunity for graduates who are actively organizing 
to get a short waiting period is getting bigger. 
However, in another study conducted by Putranto and 
Mashuri (2012) on "Analysis of Factors Affecting the 
Fresh Graduate Work Wait Time in the ITS Statistics 
Department with Ordinal Logistic Regression 
Method" it was found that organizational experience 
had no effect on work waiting time. 

Hypothesis test results influence the active 
activity of the first category (active organization) on 
the relevance of the work partially, obtained a 
regression coefficient of -0.063, Wald t test count of 
0.039, significance of 0.844 or more than 0.05 and the 
odds ratio of 0.939. For this reason, it was concluded 
that the activeness of the first category of 
organization (active organization) did not affect the 
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relevance of the work of Economic Education Study 
Program graduates partially. According to Sudarman 
(2004) organizational experience can shape the 
personality of students so as not to show an influence 
on the type of work first obtained after graduation, but 
rather leads to an increase in soft skills. 

Finally, simultaneous hypothesis testing 
regarding the effect of learning achievement (GPA), 
study period, and organizational activity on the 
waiting period of graduates of the Economics 
Education Study Program FE UNIMED, obtained a 
significance result of 0.034 or less than 0.05. So it can 
be concluded that simultaneously or at least one of the 
three independent variables above affects the 
graduate waiting period. Likewise with the results of 
simultaneous hypothesis testing regarding the effect 
of learning achievement (GPA), study period, and 
activeness of the organization on the relevance of the 
work of graduates of Economics Education Study 
Program FE UNIMED, obtained significance results 
of 0.008 or less than 0.05. So that simultaneously or 
at least one of the three independent variables above 
affects the relevance of graduate work. 

Then the model that has been formed must go 
through the model conformity test. The suitability 
testing of the model in this study used the Hosmer and 
Lemeshow test. Based on the results of the model 
testing to see the effect of the GPA variables, study 
period, and organizational activeness on the waiting 
period the significance was 0.128 or greater than 0.05. 
This means that there is no significant difference 
between the value of observation and the model so 
that the model is said to be fit. Likewise, the 
significance of the model testing on the effect of the 
GPA variable, study period, and organizational 
activity on job relevance, obtained a significance of 
0.416 or greater than 0.05, so that no significant 
difference was found between the observation value 
and the model so that the model was said to be fit. 

After conducting a model suitability test, the 
model needs to be tested for the probability of 
classification errors. For this reason, it is necessary to 
test the model classification. Based on the results of 
the classification test on the waiting period variable 
model, the percentage accuracy of the model in 
classifying observations was 66.1%. This means that 
from 186 observations, there are 123 observations 
that are appropriate for classification by the logistic 
regression model. While the results of the 
classification test on the model of job relevance 
variables, obtained the percentage accuracy of the 
model in classifying observations by 59.7%. This 
means that from 186 observations, there were 111 

observations that were appropriate in their 
classification by the logistic regression model. 

4 CONCLUSSIONS 

Based on the results of data analysis and discussion, 
the conclusions are as follows: 

1. Learning achievement (GPA) does not affect 
the waiting period of UNIMED FE Economics 
Education Study Program graduates 

2. Learning achievement (GPA) has a positive 
effect on the relevance of the work of 
UNIMED FE Economics Education Study 
Program graduates 

3. The period of study does not affect the waiting 
period of UNIMED FE Economics Education 
Study Program graduates 

4. The period of study does not affect the 
relevance of the work of UNIMED FE 
Economics Education Study Program 
graduates 

5. Active organization has a negative effect on 
the waiting period of UNIMED FE Economics 
Education Study Program graduates with 

6. Organizational activity does not affect the 
relevance of the work of UNIMED FE 
Economics Education Study Program 
graduates 

7. Learning achievement (GPA), study period, 
and active organization have a simultaneous 
effect on the waiting period of UNIMED FE 
Economics Education Study Program 
graduates 

8. Learning achievement (GPA), study period, 
and active organizational activities 

5 SUGGESTIONS 

The suggestions that can be given relating to the 
results of this study include: 

1. The learning achievement of the graduates of 
the Faculty of Economics of UNIMED is good 
because the majority of graduates obtain a 
GPA with a very satisfying predicate. This is 
an illustration for students to maintain good 
academic achievement and if necessary be 
increased to cum laude. Improving learning 
achievement can be done by developing more 
varied ways of learning by learning with peers. 
In addition, the improvement of learning 
achievement can be done by maximizing the 
functions of department-level organizations to 
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hold academic tutorials through the student 
association work program. 

2. The interest in organizing graduates of the 
Faculty of Economics of the Medan State 
University is good because the majority of 
graduates are active in organization. This is an 
illustration for students to continue to be active 
and participate in organizations, even old 
students need to build interest in organizing 
new students. Student organizations together 
with the campus environment need to provide 
an understanding of the benefits of organizing 
with a more varied approach, for example 
holding an introduction program for high-
performing organizational managers, so that 
new students gain an understanding that 
organization will not interfere with their 
studies. 
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Abstract: The dynamics of business in the current digital economy era are very fast changing, requiring the Central 
Government and Regional Government to prepare for the development of reliable human resources, to 
provide excellent service. Open selection program are becoming popular nowadays to recruit competent and 
professional employees, although on the other hand it requires employees to plan and achieve their career 
independently, because leader and human resource human organization are completely free of hand. The 
purpose of this study is to develop a theoretical model to approach the goal free evaluation of Michael 
Scriven. Data was collected through interview, observation and analysis of document on 120 people who 
worked on open selection program. This study found that leader support, the role of human resources 
management organization and individual employees in the open selection path. In addition, it also provide 
some suggestion to human resources management organization in order to improve their performance.

1 INTRODUCTION 

The establishment of PermenPAN and RB law 
number 13 of 2014 about the procedure of openly 
leader’s replacement in the government institution 
environment, the Law number 15 about State Civil 
Apparatus, and the Government Regulation (PP) 
number 11 of 2017 about the State Civil Apparatus 
Management. The opaque selection of the state 
apparatus was expected to able to choose the 
competent and professional state apparatus, and 
must be able to provide quick respond, in order to 
support and consolidate the digital economy 
business in industry evolution 4,0 era.The 
implementation of open selection makes the system 
become widely opened for evey body whereas the 
role of Position Consideration Council (Baperjakat) 
was replaced by Selection Committee (Pansel); 
Position replacement across ministries; Local 
Governance and Council; the position is acquired by 
professional, capable, and competent people.  

Several problems rise such as the lack of Good 
Will from local government leader, the financial 
problem that is more expensive in holding the open 
selection program than Baperjakat program. 

Because, the open selection must invite the 
academies, the professionals from other institutions 
compiled by committee, the apprehensive behaviour 
of echelon III, they are afraid of their internal 
situation as there will be no promotion for the 
internal institution because of this open selection 
program, the worried feeling of the internal staff 
because of the new recruits, another problem from 
internal staff is that they feel under pressure in 
implementing their working performance as they 
must follow and obligate the significant selection 
assessment in order to enter the selection process. 
Moreover, the Position Consideration Council as the 
representation of Human Resource Working 
Performance Management possesses fewer 
authorities because of presence of The Selection 
Committee.  

Before, the Baperjakat manage all level of 
promotions of civil state apparatus, starting from 
eselon IV, eselon IV to eselon III, eselon III to 
eselon II and eselon II to eselon I. But now, the 
authority to give promotion of Leader status, both 
Primary (eselon II) or secondary (eselon I), is 
acquired by Pansel (Selection Committee). The 
problem must be faced by the Human Resource 
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Working Performance Management Organisation in 
order to find the role model for good eselon III 
career staff that will receive promotion in open 
selection.  

Next, from the previous study conducted in 2014 
which is promotion time of eselon I, it selects best 
three candidates from 11 candidates. The result of 
governor choosing was already predicted by 
commoners that the chosen people will be those who 
has same perspective within the governor itself. In 
2015, the 4 positions are competed over 58 
candidates of the eselon II, ther is disoriented event 
that creates apprehension among people of eselon 
III, they were disappointed as none of their member 
were chosen during the selection. Thus, it creates 
trust issue over Human Resource Working 
Performance Management organisation.  

In 2016, the two positions for eselon II level, the 
winners were professionals that come from internal 
institution, the trust grow among public as they are 
starting to place hope in open selection program. In 
2017, the selection result in 3 best people from 38 
candidates who are professionals and come from 
internal institutions, the trust were growing among 
public as they trust the open selection program 
commenced by Human Resource Working 
Performance Management organisation. 
Furthermore, In 2017, from 7 opened position for 
eselon II level, there are only five chosen 
professionals, the two places were empty as none of 
them are qualified enough to reach the passing grade 
provided by the committee. That is why, the re-
selection event was held in that time. the event 
shows the lack of professionals among the 
candidates, it was strengthen by the fact that the 
other five position were earned from externals. From 
the explanations above, the research questions of the 
study will be, as follow: (1) the public opinion 
toward civil apparatus; (2) The obstacles faced by 
individuals after receiving the open selection 
announcement; (3) the bureaucracy reformation 
challenge that must be faced by Human Resource 
Working Performance Management organisation 
toward the new model of career counselling post 
open selection program. 

The study aims to reveal the negative impact of 
the apprehensive situation among eselon III staff, as 
a result of open selection program, by providing the 
preventive action and solutions, and to reveal the 
positive impact performed by the staff during the 
open selection program, in order to give 
development, and advance consolidation. This 
evaluation study type had another objective to 
describe the implementation of open selection 
program from High Leader Position toward Banten 
civil apparatus career. 

2 THEORICAL FRAMEWORK 

Staff always become an object for Human Resource 
Management, Armstrong (2009), stated that “Human 
resource management is a strategic, integrated and 
coherent approach to the employment, development 
and well-being of the people working in 
organization”. Lutfim Cania (2014) stated that the 
organisation working performances is more 
important, especially in larger and more dynamic 
market; human resource is the key to hold the 
organisation in a very competitive market.  

Evaluation is part of management system which 
are planning, organisation, implementation, 
monitoring, and evaluation. Without evaluation the 
condition of the object will remain unknown within 
the plans, implementation, and the result as well. 

Scriven (1981) defines evaluation as a “The 
process of determining the merit or worth or value of 
something, or product of that process”, based on the 
definition conducted by Scriven, Fitzpatrick, 
Sanders and Worthen (2012) support the definition 
of evaluation that it determines the use or 
advantages of an object of evaluation. more general, 
evaluation could be defined as process of 
identification, clarification, and implementation the 
evaluated object. it is also supported by Stufflebeam 
and Coryn (2014) who defines evaluation as a 
evaluating as the act or process of determining the 
merit, worth, or significance of something or the 
product of that process. Meanwhile, Evert Vedung 
(2013) defines evaluation as a careful retrospective 
assessment of the merit, worth and value of 
administration, output and outcome of government 
interventions, which is intended to play a role in 
future, practical action situations. From all expert's 
opinions above, it can be concluded that evaluation 
is a systematic assessment process through planned 
and coordinated actions toward the out pit of 
government implementation in order to find the 
effectiveness of a program that can be applied 
during and after the program. 

Mohammad Zohrabi (2011), in his article entitled 
“An Introduction to course and/or Program 
Evaluation”, he explained that in the early time, the 
evaluation of a program is quantitative and/or 
experimental action toward the nature. Within 
several times, it is found that the qualitative 
approach toward the nature become more effective 
than artificial experiment in laboratory. The most 
important issue during evaluations process is to 
reveal the on going transformation. 

The definition of evaluation impact, based on 
Elliot Stern (2015), are : (1) Stresses the search for 
any effects, not only those that are intended, (2) 
Recognises that effects may be positive and 
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negative, (3) Recognises that effects of interest are 
“produced” (somehow caused) by the intervention, 
(4) Suggest the possibility of diferent kinds of links 
between all kinds of development intervention 
(project, programme or policy) and effects, (5) 
focuses on the longer-term effects of development 
interventions. the definition stated by Elliot 
concludes that evaluation impact means the impact 
toward the program, it could be both negative and 
positive impact, the impact may appear in sudden 
motion and gathered in long term impact. 

Trish  Bradbury and Darryl Forsyth (2012) 
explains that the procedure implementation of the 
selection process performed for the New Zealand 
athlete is a free procedure that follows whatever 
approach used by the coaches. it does not have much 
criteria that makes the athletes complained. 
Fortunately, after the procedure was fixed, the 
criteria of the selection become fair and widely 
opened. Thus, it makes the athletes candidates 
become respected. Pramila Rao (2010) stated that 
the practice of recruitment and selection is the main 
core where all aspects and function of human 
resource management are placed. the  inappropriate 
worker is the result of inappropriate method, there 
will be no other function that will perfectly operated. 
meanwhile, Luba Tomcikova (2016) stated that the 
practice of recruitment and selection program is one 
of most important aspect for the human resource 
management program for both new and experienced 
companies in business universe. Constant D.Beugre 
(2005) stated that the company could recruit their 
workers in time by using open selection through 
internet, the potential candidates will directly sent 
their curriculum vitae for the wanted position, 
according to Beugre stated that the career of the 
workers often changed because of the change in 
their interest, skills, the values, and working 
environment. those changes are called protean 
career. Even though, it has positive impact, the 
protean career has many traps as a result of inner 
path of the career. Hang-Yue Ngo and Li Hui (2017) 
stated that both protean career orientation and 
working commitment are positively related to career 
satisfaction. The relation is mediated by working 
correspondence and self eviction. 

The theoretical framework above could be 
formulated into: (1) the worker theory as the most 
important human resource management, (2) the 
impact evaluation theory in order to reveal the 
unanswered impact, (3) the open selection theory as 
part of management function, (4) the worker career 
as a supporting theory of the study. 

 

3 RESEARCH METHOD 

This evaluation study will implemented in order to 
find exact assessment toward a program and become 
decision maker of a program, as stated by Fitzpatrick 
(2012) “evaluation as the identification, clarification, 
and application of defensible criteria to determine an 
evaluation objects value (worth or merit) in relation 
to those criteria” it aims to overview the ongoing 
program or project during planning section. Not only 
over viewing the program, whether it is on the 
correct track or not,  the evaluation study is also use 
to measure and predict the impact of a program 
which will be provided in this study. the approach 
used in this study is Goal Free Evaluation by 
Michael Scriven, within the impact of open selection 
program toward government civil apparatus of 
Banten as the main focus of the study. the approach 
does not take much concern on the objective of the 
study, but it takes much concern toward the impact 
of the program that covers negative, positive, and 
side positive effect of the program. 

The primary data if the study uses 100 people as 
key informants who are eselon III staff, and twenty 
supporting informants, the leader of eselon III and 
its stakeholders will be used as a data triangulation. 
The primary data uses interview and observation as 
the data collection instrument. The interview and 
observation with eselon III staff in which the 
researchers commence systematic questions. One 
specific set of questions with similar words and 
orders will be used. Meanwhile, the secondary data 
as a method triangulation is taken from direct 
observation and documentation. The theory 
triangulation uses theories and related previous 
studies. The result of interview and observation has 
unique sign of descriptive code, then it is 
categorized based on the themes of data, the theory 
will be chosen based on the result of comparison 
between interview and documentations. An 
evaluation is used to answer the question and 
implement the criteria to determine the value or 
meaning of something. The evaluation's questions 
provides direction and formulation of the evaluation 
implementation, without those aspects, the 
evaluators will lose their focus and expectation. That 
is why, the evaluation criteria is needed to define the 
successfulness criteria of a program. Criteria are 
characteristic of a program that is known as 
important relevant basis in order to perform 
evaluation research. Whereas, the evaluation criteria 
of this study displayed on the table below: 
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Table 1: The Criteria Evaluation of Negative Impact 

 

Table 2: The Criteria Evaluation of Positive Impact 

 

Table 3: The Criteria Evaluation of Positive Side Impact 

 

Table 4: Construction Process Theory 

 

4 RESULT OF STUDY 

The study is an evaluation study type in order to 
retrieve the unrevealed impact previously, that 
contributes direct impact on the career of workers. 
The phases of this evaluation study are, as follow: 

4.1 The Analysis of Interview and 
Observation Data Result toward 
100 Key Informants of eselon III 
Officers as Interview 

Negative Impact 
According to the difference recapitulation result on 
table 1, the interview and observation, it could be 
analysed as follow: The negative impact of 

triangulation data analysis between interview 
towards interviewee within the field observation, 
considering the documentation data, there are four 
statements that need further analysis which are 
statements number 1, 4, 5, and 9, those results gain 
average value above 58. In order to analyse the 
negative impact, the researcher would use 
observation and documentation technique. The result 
of negative impact interview is = 537, the positive 
impact is = 845, ad the side positive impact is= 234, 
the total is 537+845+234=1616. The result of 
negative impact by observation technique is =552, 
the positive impact is= 847, while the positive side 
impact is= 240, the total is 552+847+240=1639. 

The result of negative impact triangulation from 
5 interview procedures and 10 statements acquired 
during interview, the result number 1,2,3,5 and 6 
experience answer change from the total interview 
process which is 537/1616x100%, it shows 33,23%. 
The observation technique is 552/1639x100%, it 
results in 33,68%. The researcher tends to determine 
the result of observation as a result of negative 
impact evaluation, which is 33,68%. The tentative 
conclusion is: there is an event of bottle neck 
syndrome among eselon III officers; less motivation 
causes low working performance; open selection 
requires more time; open selection cost more budget. 
 
Positive Impact 
According to the difference recapitulation result on 
table 2, the interview and observation, it could be 
analysed as follow: The negative impact of 
triangulation data analysis between interview 
towards interviewee within the field observation, 
considering the documentation data, the result says 
that almost all statements of the informant’s answer 
from number 11 to 24 are similar, but the value 
remains high and stable in 58-62, it means that all 
statements is part of open selection component.  

Thus, it does not require further analysis as it is 
already a standard in open selection organization. 
The result of positive impact in interview technique 
is = 845, the negative impact shows = 537, and side 
positive impact is = 234, the total result in interview 
process is = 845+537+234=1616. The result of 
observation technique for positive impact is = 847, 
the negative impact shows = 552, and the side 
positive impact is = 240, the total of observation 
technique is 847+552+240=1639. 

The result of positive impact triangulation from 7 
interview procedures and 14 statements acquired 
during interview, the result shows that most of the 
result differs each other, it is on result number 
11,12,13,14,15,16,17,18,19,20,21,22,23 and 24 from 
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the total interview scale 845/1616x100%, the result 
is 52,29%, and observation technique acquires 
847/1639x100% which result in 51,68%. The 
researcher tends to determine the result of field 
observation as a result of positive impact evaluation 
which is 51,68%. The tentative conclusions are: 
there are seven unique aspects which are, Good 
working Pansel; The quality of open selection result 
is excellent for high leader category; internal 
candidates consolidation; the open selection 
provides integrated new high leader; the selected 
leader must be confidence; legal certainty must be 
above the open selection; the arranged budget is 
provided for the open selection program. 
 
The Positive Side Impact 
According to the difference recapitulation result on 
table 2, the interview and observation, it could be 
analysed as follow: The negative impact of 
triangulation data analysis between interviews 
towards interviewee within the field observation, 
considering the documentation data, the result shows 
3 significance statements that require further 
analysis. They are statement number 25, statement 
number 27, and statement number 30, they reach 
average high value above 34. The result of positive 
side impact in interview technique is = 234, the 
negative impact shows = 537, and positive impact is 
= 845, the total result in interview process is = 
234+537+845=1616. The result of observation 
technique for positive side impact is = 240, the 
negative impact shows = 552, and the positive 
impact is = 847, the total amount of observation 
technique is 240+552+847=1639. 

The triangulation result of positive side impact of 
4 interview procedures, from 8 statements acquired, 
the statement number 25, 27, 28, and 32 experience 
in different answer from total interview scale of 
234/1616x100%, it results in 14,48%, and the 
observation techniques acquires 240/1639x100%, it 
concludes 14,64%. The researcher tends to 
determine the result of field observation as a result 
of side positive impact evaluation. The tentative 
conclusions are: The officers passed from open 
selection program possess good skills and 
competencies; The eselon III officers start to leave 
the comfort zone into competitive zone; the 
discipline behaviour among officers is improving. 

 
 
 
 

4.2 The Data Analysis of Interview 
Result toward 20 Supporting 
Informants Who Are eselon III 
Officers and Other Stakeholders 

Negative Impact 
Based on the result of interview process asking 20 
interviewees: (1) questions about the activity of 
eselon III officers while inside the office in order to 
increase their career at post-open selection 
announcement program, is there any illegal attempt 
violating the recent mechanism? 14 people answered 
that there is no other option for the officers but 
follows the open selection mechanism; (2) questions 
about the officers of eselon II who ever failed in 
participating the open selection program, how is 
their working performance? Is there any weakening 
behaviour? 12 people answered that it is true that 
there is decreasing motivation in their working 
performance because of their stuck career; (3) 
question about the date and time when the open 
selection was held, the 13 interviewees stated that 
the open selection program requires more times; (4) 
question about the reaction of eselon III officers in 
receiving the new recruits from external candidates? 
10 out of 20 stated that the new recruits are being 
ignored by the eselon officers; (5) does the open 
selection program cost too much budget during the 
process? 16 people stated that the program is one of 
High Cost event. 

The tentative conclusion: the internal officers of 
eselon III are only able to proote their career through 
open selection; the decreasing career motivation; 
decreasing working performance; the duration of 
open selection program must be log enough; the cost 
to hold open selection is high. 
 
Positive Impact 
Based on the result of interview process asking 20 
interviewees: (1) does the mechanism of open 
selection process used during the process follow the 
procedure? 12 people stand firm that the committee 
works independently; (2) do the committees perform 
significant participation for internal and external 
candidates? 11 people stated that the outer 
candidates may participate in the program; (3) does 
the regeneration process in order to increase the 
competition among eselon III officers goes well? 10 
people said that there is a consolidation among 
internal officers; (4) does the process of track record 
of personal integrity appropriately finish? 12 people 
assumed that the selection process to acquire 
integrated officers is important; (5) does the 
counselling program for selected candidates give 
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positive impact toward the person? 13 people stated 
that the selected officer who receive counselling 
become more confident; (6) how is the pattern career 
of  selected officer after the open selection program 
formulated by PAN-RB?  12 people stated that the 
high leader position as a result of open selection 
program may hold the position for 5 years, 2 years 
on going mutation; (7) did Banten governance 
already provide appropriate financial aid for the 
open selection program? 10 people assumed that the 
open selection program possessed the budget 
management, already. 

The tentative conclusion: The committee of open 
selection works independently, the quality of 
selected officer is good, there is a consolidation 
among internal officers, the program results in 
integrated officer, the program results in confident 
officer, there is legal certainty above the position 
offered, the budget is already managed for the 
program. 
 
The Positive Side Impact 

Based on the result of interview process asking 
20 interviewees: (1) during the recruitment, does 
candidates’ skill and competency meet the 
requirement? 4 people assumed that the open 
selection is a favourite program for people with 
competencies, 16 people could not answer the 
question; (2) does the counsellor officer recognize 
about the program and use the moment to motivate 
working performance of eselon III officers for their 
skills and competencies? 5 people answered that 
there is an attempt from the counsellor to make 
talent pool of eselon III officers by competency 
assessment, 15 people could not answer the 
question; (3) does the selected leader from open 
selection program perform such discipline work and 
become role model for another officers to increase 
their working performance? 3 people gave their 
answer that the selected leader has performed their 
work based on the regulation, does the working 
performance of Banten governance increase after 
getting personal aid of open selection program? 20 
people could not answer the question. 

The tentative conclusion: the officer selected in 
open selection has competency, the candidates of 
open selection program are ready to compete, the 
selected officer from open selection program 
perform good working performance. 

 
 
 

5 DISCUSSION 

The research of evaluation of open selection 
program impact toward Banten government officers 
career. The negative impact evaluation is performed 
by: illegal procedure, weaken behaviour, program 
duration, misbehaviour and cost burden; the 
evaluation of positive impact is performed by: 
procedure mechanism, candidate’s participation, 
regeneration, monitoring and track record, 
monitoring and counselling for selected officer, 
career pattern an budget administration; the 
evaluation of positive side impact is performed by: 
consolidating, competitive environment, discipline 
and program’s quality. 

The most significance finding of the study is 
bottle neck syndrome, the disorientation of working 
performance, the long recruitment process and high 
cost that become burden toward government, the 
selected officer possessed excellent skills and 
competencies, the eselon III officers start to leave 
their comfort zone into competitive zone, and the 
selected officer form open selection program 
perform well working performance. 

In accordance with the theory of Creswell, 
(2009) who presents three main reasons for 
conducting research, first, about how research can 
contribute in the development of science; Second, 
how research can help improve or improve certain 
practices; Third, the results of the study will improve 
certain policies. Moreover, it is stated that a study 
can contribute to the development of science if: (1) 
close existing gaps, (2) replicates science, (3) 
expands existing knowledge, and (4) expands 
perspective. The researcher tried to make this study 
become able to contribute to science as well as the 
results could improve the open selection program. 
Therefore, open selection when associated with 
employee careers, as stated by Constant D. Beugre 
(2005) about the protean career, that although it has 
a positive impact, the protean career keeps many 
pitfalls because the path is not linear. Beugre's 
opinion is true, because someone who has the ability 
and competence will always try to participate in 
open selection that promises a certain career, and 
when there is an opportunity, anyone will try to 
compete in that selection, although it will not be 
good for their career that is not linear, this may 
happen when human resource management 
organizations have no contribution to the 
development of employee careers, in other words the 
career failure of a civil servant is one of them due to 
lack of the role of human resource management 
organizations. In fact, stated by Ngo and Hui (2017), 
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satisfaction of a career rise because of a positive 
career clarity, and there is commitment from all 
aspects. 

In accordance with the explanation above, 
Dessler (2009) stated that there are three things 
connected each other which are officer, leader, 
human resource management organization whom 
each has unique role in developing the staff career. 
One of the leader’s role is providing support and 
career assessment. Meanwhile, the role of human 
resource management organization is to provide the 
chance for officer to develop their career, the career 
development program, and offer some career’s 
option toward the officers. Thus, in the officer career 
pattern, the role of leader and the organisation could 
not be untied in developing their staff’s career and 
let them develop their own career by their self. 

In order to be more specific, the bottle neck 
syndrome and working performance disorientation is 
the result of unfair leader in providing the program 
to whom have same perspective within their inner 
circle group. Moreover, the organization does not 
provide officers with talent pool in order to 
anticipate many policies related o career 
development; the open selection consumes much 
money and time which clearly take leader’s 
attention; it takes human resource management 
organisation creativity; the candidates have abilities, 
competencies, and leave the comfort zone into 
competitive zone and discipline working behaviour 
is the role of selected officers. 

6 CONCLUSIONS 

The study already reveals the fact consistency that 
opens selection provides advantages toward the 
career of officers if the support from leader exist, the 
will from each person of the officers and the 
maximum role from human resource management 
organization. 

Theoretically, the result of this study makes 
benefits for the management development, 
especially the human resource division, a new vision 
is revealed in this study in order to complete and 
cover the findings on previous studies. 

For applicative purpose, the study provides 
information and guidance for the committee of open 
selection program to make effective of their budget, 
planning, and time management in order to satisfy 
all aspects within the program. 
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Abstract: The purpose of this research was to build a model for developing entrepreneurship for women in poor 

households Desa Paluh Manan, Kecamatan Hamparan Perak. The basis for building the model is the 

potential of the women and the economic potential of the region concerned. This type of research is 

qualitative descriptive analysis. Data collection techniques used are observation, interviews, questionnaires 

and focus group discussion. The number of informants were 10 people who are related to this research.. The 

results of the research showed that there were several characteristics of poor women, namely low levels of 

education, lack of skills, low capital owned to start a business, weak marketing ability, not having an 

organization to help their business, weak human resources. In contrary, the Hamparan Perak area also has 

many potentials such as the characteristics of women who have a strong desire to work and earn income, the 

availability of natural resources, infrastructure, and tourism objects.Based on these two factors, this research 

offers a model for developing entrepreneurship among poor women in Desa Paluh Manan, Kecamatan 

Hamparan Perak. 

1 INTRODUCTION 

Gender issues in the world of entrepreneurship are 
still valid today. But what we need to know is that 
the issue is no longer about the gap between male 
and female entrepreneurs. What is currently 
developing is related to the equality of both in 
business. 

What are the characteristics of women who play 
a role in building a business? According to Global 
Entrepreneurship Monitoring, women with a 
positive perception of their abilities and skills 
dominate this type of woman. In other words, 
women who have a confident character are those 
who are able to guard their success. The desire to be 
able to actualize themselves and play a role in 
society is a big motivation for women who want to 
be involved in the world of entrepreneurship (Niels 
Bosma, 2016). 

Hani et al. (2012) in a leading journal in the field 
of economics and business, provide evidence that of 
the 46 million MSME in Indonesia, 60% of the 
owners are women. Although most of the women 
who do business are still at the level of MSME, this 

fact indicates that women have moved more 
proactively than the shadow of society. 

However, in fact there are many phenomena that 
cause confusion for women in business. First, nature 
as a woman herself. Social and cultural norms, 
whether explicit or not, encourage women to get 
married and become mothers at a certain age. After 
that, women will also have new responsibilities, 
namely as housewives. 

The number of female entrepreneurs in Indonesia 
has increased significantly. At present, the number 
of female entrepreneurs in Indonesia is 14.3 million 
people. This number increased by 1.6 million from 
the previous number which only amounted to 12.7 
million people. In addition to the number of business 
actors, the level of women's participation in the 
employment sector also increased from 
previousyears."48.87 percent of women's 
participation rose to 55.04 percent, this is an 
increase in women's participation in employment," 
said Minister of Manpower, Muhammad Hanif 
Dhakiri. 

Poverty occurs because the ability of the 
community of economic actors is not the same, so 
there are people who cannot participate in the 
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development process or enjoy the results of 
development. Poverty is a development problem 
characterized by unemployment, backwardness, and 
deterioration. The poor are weak in their ability to 
do business and have limited access to socio-
economic activities (Undang-Undang, 2000) 

Poverty is the main problem of development that 
is complex and multi-dimensional. The problem of 
poverty is not only economic dimension, but also 
social, cultural, political, and even ideological 
(Soetrisno, 1997) suggests that the core of the 
problem of poverty lies in the deprivation trap. 
Deprivation trap consists of five disadvantages that 
surround the lives of poor families, namely (1) 
poverty itself; (2) physical weakness; (3) alienation; 
(4) vulnerability, and (5) helplessness.. 

The number of poor people in North Sumatra in 
March 2018 was 1,324,98 people (9.22%), 
decreased just 0.06 percent compared to the poor 
population in September 2017, which amounted to 
1,404,48 people (9.28%). The poor population in 
urban areas in March 2018 was 9.80 percent, an 
increase compared to September 2017 which was 
9.69 percent. On the contrary, poor people in rural 
areas, namely from 10.86 percent in September 2017 
fell to 10.66 percent in March 2018. In March 2018, 
the North Sumatra poverty line in total amounted to 
Rp.411,345, - per capita per month. For urban areas, 
the poverty line is Rp.425,693, - and for rural areas 
is Rp.396,033, - per capita per month (BPS, 2018). 

Various efforts and policies for poverty 
alleviation have been carried out by the central and 
regional governments in Indonesia, but still there are 
households that are in poverty condition. At present 
chronic poverty ranges from 5-7% and 10-15% of 
the other population experiences transient poverty, 
namely in and out of poor status.  (Moeis, 2008) 

On the other hand, it turns out that most of the 
poor in Indonesia are women, and no less than 6 
million of them are the heads of poor households 
with an average income below Rp 10,000 per day. 
To maintain the survival of themselves and their 
families, in general they work in the informal sector 
(especially trade and services), the agricultural 
sector as farm laborers and factory workers. They 
face difficulties in gaining access to economic 
resources, especially financial resources. This is 
partly due to the reason that they are considered 
inadequate to get funding, lack of guarantees, remote 
locations, and not infrequently these conditions are 
related to gender issues (Zulminarni, 2004).  

The issue of women's poverty is becoming 
increasingly complicated, because women's poverty 
is not only caused by limited access to economic 
resources. Here there are structural problems with 
non-singular causes and constraints, tend to vary 
according to social, economic and political 

conditions in their environment. Gender inequality 
in various aspects of life also worsens the condition 
of poverty in women. 

The facts show that the burden of poor women is 
greater, found by Birdshall & McGreevey, 1983 
(Nainggolan, 2016). This is due to the dual role they 
have to run, on the one hand as the housekeeper and 
the other side as the family breadwinner. As a 
housekeeper, women have an obligation to take care 
of children, prepare food for all family members, 
take water, look for firewood, clean the house, and 
manage household finances, where all these 
activities are considered not a "job", so they never 
calculated as a result of "production" in a household. 
As workers who make a living for their families, 
often the income earned by women is considered 
only as an "addition" to the husband's income.  

Small and informal businesses are business 
sectors that have proven to play a strategic or 
important role in overcoming the effects and impacts 
of the economic crisis that once hit Indonesia in 
1997. On the other hand, the small and informal 
business sector has also been able to contribute to 
the growth of the Indonesian economy all the time. 
The strategic position of the small and informal 
business sector is also because this sector has several 
advantages over large / medium enterprises. The 
advantages of this sector include the ability to 
absorb labor and use local resources, and their 
business is relatively flexible. Therefore the role of 
entrepreneurs will be very beneficial in an effort to 
be able to alleviate poverty and change lives for the 
better. 

The formulation of the problem in this 
studyare:What is the potential of women and the 
potential of the regions where women in these poor 
households live,  

What are the obstacles faced by women in poor 
households in Desa Paluh and 

how is the entrepreneurship development model 
that can be applied as a solution to women's 
problems in poor households in Desa Paluh Manan, 
Hamparan Perak Sub-district? 

2 THEORICAL FRAMEWORK 

Accordingto (Suryana, 2014)entrepreneurs are 
people who have the soul to dare to take risks to 
open businesses on various occasions. Having the 
courage to take risks means being mentally 
independent and daring to start a business, without 
being overwhelmed by fear or anxiety even in 
uncertain conditions.   

According to (Alma, 2011), entrepreneurs are 
people who break down the existing economic 
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system by introducing new goods and services, by 
creating new forms of organization or processing 
new raw materials. Success in entrepreneurship is 
not obtained suddenly or instantly and by chance, 
but with full planning, vision, mission, hard work, 
and having courage responsibly. 

Empowerment of women according to Prijono 
(1996), empowerment is a process for the 
community to be empowered, encourage or motivate 
individuals to have the ability or empowerment to 
determine their life choices and empowerment must 
be aimed at groups or layers of society who left 
behind. 

Women entrepreneurs can significantly 
contribute in poverty reduction, mobilization of 
entrepreneurial initiatives, autonomy, and in 
accelerating the achievement  of wider socio-
economic objectives (Al-Sadi et al., 2011). 
However, the contribution  of women entrepreneurs 
depends on their performance, which in turn is 
affected by the  underlying facilitators and barriers, 
understaing of which is a key to nurturing a balance  
economy and the growth in a long run.  

In general, the poor can be divided into two: 
chronic poor and transient poor. Chronic poor are 
poor people who earn far below the poverty line and 
usually do not have sufficient access to economic 
resources, while transient poor are the poor near the 
poverty line. If there is a slight improvement in the 
economy, the condition of the population in this 
transient poor category can increase and its status 
changes to a non-poor population. 

According to Jhingan (2012), there are three 
main characteristics of developing countries which 
are the causes and at the same time interrelated 
consequences of poverty. First, inadequate education 
infrastructure which causes high illiterate population 
and lacks skills and expertise. The second 
characteristic is that health facilities and 
consumption patterns are bad so that only a small 
proportion of the population can become productive 
workers, and third is the population concentrated in 
the agricultural and mining sectors with production 
methods that are outdated. 

Stearns (2012) represented that entrepreneurial 
success has long been considered to differ by gender 
of the business  owner. Previous studies of female 
business owners have focused on personal 
characteristics, such as motivation and experience, 
as predictors of business success.   Findings from the 
constructed model propose to shed light on how 
these critical factors interrelate and  to provide 
insight into the strength of the relationship each has 
with the other critical  factors. Responses to a 
specifically developed survey of 228 randomly 
selected women business owners from the 
membership of Korean Female Entrepreneurs 

Association. Measures of entrepreneurial motivation 
were derived  from the responses and tested using a 
structural equation model. Business performance 
was measured by estimates of improvement of sales 
and profitability provided by the  subjects. Each of 
the three measures of entrepreneurial motivation 
were found to affect  the successes of the businesses 
as did the critical success factors of family support 
andknowledge, communication skills, knowledge of 
business, product competency, business  capability, 
and availability of resources. 

Poverty alleviation by developing MSME has 
good potential. The MSME sector has a large 
contribution to employment, which absorbs more 
than 99.45% of the workers. Nevertheless its 
contribution to GDP is still around 30%. Efforts to 
advance the MSME sector will certainly improve the 
welfare of the workers involved. The development 
of MSME will be able to absorb more existing 
workers so that it can reduce unemployment. 

President Susilo Bambang Yudhoyono, on 
February 26, 2005, declared 2005 as the Year of 
Micro Credit (Tahun Kredit Mikro). The effort to 
flush out microcredit for small and micro businesses 
is part of an effort to alleviate poverty. The funds for 
providing microcredit are obtained from part of the 
BBM compensation fund. There is great hope for the 
success of this program, given the growth of MSME 
that absorb the majority of the workforce in 
Indonesia is believed to have a significant impact on 
poverty alleviation efforts. Meanwhile, the impact of 
the increase in fuel prices seems to be increasingly 
evident. From the preliminary data, the poverty rate 
rose by 2%, therefore the realization of the 
distribution of BBM compensation funds to hold 
back so many people who became poor became 
important, although there were still many doubts 
about their abilities. Many programs have been 
promised by the government to connect BBM 
compensation funds ranging from providing 
education, health assistance to providing micro 
credit for Micro, Small and Medium Enterprises 
(MSME) (Retnadi, 2007) 

The existence of women entrepreneurs in 
economic activities today has shown a broad 
spectrum and role in the midst of society, because it 
is not only able to contribute to increasing family 
income but also to increasing economic activity and 
national income. This can be seen from the 
proportion of women in MSME at 40% (Tamim, 
2008). 

On the other hand, with the advancement of 
technology it also has a positive impact on women 
workers where with the advancement of technology 
there have been changes in characteristics in certain 
fields of work which usually only can be done by 
men now that can be entered and worked by women. 
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Thus women have an increased opportunity to enter 
the world of work and participate in various aspects 
of the economy, of course, while still paying 
attention to the characteristics of women as creatures 
of God who are given greater responsibility to 
support the welfare and success of the family. This 
shows the strategic position of women in improving 
the welfare of their families (Ratnawati, 2011). 

One of the characteristics of women which is at 
the same time the superiority that needs to be 
continuously developed, especially for efforts to 
increase the income of the poor and district / city 
minimum wage (UMK), is patience and 
thoroughness in doing work. This character 
encourages the wider range of economic activities 
that can be carried out by women and may be less 
attractive to men. And for SME themselves, 
accuracy in financial management is very important 
to be able to drive the success of this business 
considering that capital issues are a considerable 
obstacle in developing this business (Nainggolan, 
2016).  

Gikonyo et al. (2006), conducted a study of 
young women with cases of women in rural areas of 
Malaysia, and using economic, social, 
psychological, business management and gender 
approaches found that scaling-up models could be 
used to encourage economic improvement in rural 
women. This is driven by the fact that traditionally 
women have been involved in micro-scale business 
carried out individually and with their husbands. So 
it is reasonable to make this micro business as a 
basis for the development of female entrepreneurs in 
the context of family economic sustainability. 

Jati (2012) conducted research under the title of 
Analisis Motivasi Wirausaha Perempuan di Kota 
Malang. The results of the study show that 
achievement, affiliation, anantomy and dominant 
variables are factors that influence a person's interest 
in conducting entrepreneurial activities. 

Laura and Sri (2009)conducted research under 
the title of Implementasi Model Pengembangan 
Entrepreneur Perempuan Muda Pada Rumah Tangga 
Miskin di Sumatera Barat. The results of the study 
show that the model of developing young female 
entrepreneurs in poor households in West Sumatra is 
a scaling model where young women have a high 
motivation to start their own businesses, especially 
in the fields of trade and agriculture. 

Hayati (2007) conducted a study with the title of 
Studi Terhadap Pemberdayaan Perempuan Dalam 
Pengembangan Usaha Kecil Menengah (UKM)  di 
Kabupaten Garut. The results of the study show that 
batik entrepreneurship that is synonymous with 
women's entrepreneurship is still a challenge 
because besides its development, it has not yet 
satisfied the traditional social and cultural influences 

of the people that are still very thick. One of the 
cases that occurred in the development of 
entrepreneurship in Garutan batik which was not 
free from the influence of the social, economic and 
cultural factors of the Priangan people. This is 
reinforced by the image of people who are more 
familiar with batik and easier to get batik from 
Central Java. 

Marwanti and Astuti (2012) conducted a study 
entitled Model Pemberdayaan Perempuan Miskin 
Melalui Pengembangan Kewirausahaan Keluarga 
Menuju Ekonomi Kreatif di Kabupaten 
Karanganyar. Data was collected through 
observation, interviews, focus group discussions, 
and documentation studies. The analysis technique 
uses interactive analysis and gender analysis from 
Sara Longwee. The results of the study indicate a 
model called Pro Poor Capacity Improvement 
(CPIM) which involves several components such as 
the potential of poor women, barriers, opportunities, 
family intervention, and freedom. 

Singh and Belwal (2008) conducted a study 
entitled Entrepreneurship and SMEs in  Ethiopia: 
Evaluating the role, prospects and problems faced by 
women in this emergent sector. Data was collected 
through extensive review of the existing literature, 
incorporated a ground survey and focused interviews 
with groups of female entrepreneurs for assessing 
the factors related to entrepreneurship. The data 
pertaining to these issues were collected using 90 
personally administered “schedules” in eight areas in 
Addis Ababa on the basis of stratified sampling. The 
results of the study indicate that there are problems 
in the areas of securing finances for establishing and 
running SMEs, lack of entrepreneurial and 
management competence and exposure, problems in 
finding the markets and distribution networks; 
limited opportunities for promotion and 
participation; limited amount of government and 
institutional support; absence of technological know-
how and integration mechanism; and rampant 
corruption in an undisguised or disguised form, as 
major bottlenecks. 

3 RESEARCH METHOD 

This research is a qualitative descriptive study 

through a phenomenological approach. 

Phenomenology studies are studies that specialize in 

phenomena and realities that appear to examine the 

explanations therein. Research is carried out in 

Paluh Manan, Deli Serdang Sub-district.  

Data was collected by conducting in-depth 

interviews, observations, documentation, and focus 

group discussion. The number of informants in this 
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study was 10 people consist of Ketua Kehormatan 

Asosiasi Business Development Service Provider 

Indonesia (ABDSPI) Regional Sumut, praktisi 

UMKM, Kepala Seksi Produktivitas dan Pemasaran 

pada Dinas Koperasi dan UMKM Kabupaten Deli 

Serdang, Kepala Desa Paluh Manan and women in 

desa Paluh Manan. 

The variable used in this study were individual 

characteristic, geographic characteristic and 

economical potential characteristic. Data analized by 

using interactive data analysis which consist of three 

steps namely data reduction, data display, and 

conclution. 

4 ANALYSIS 

Desa Paluh Manan is located in Hamparan Perak 

Sub-district, Deli Serdang District, with a number of 

heads of families as many as 157 families with 

occupational backgrounds as fishermen, self-

employed, or not working / unemployed with 97 as 

many. In general, women's education in poor 

households is still relatively low, with most of them 

having elementary and junior high school education. 

The majority of the people living here are Banjar 

and Javanese, with livelihoods as fishermen, fish 

farming in ponds and also oil palm plantations. 

Besides, many roof and stick craftsmen were found 

which were made from nipah leaves. Using small 

canoes, people pass by in the river to look for nipah 

leaves that grow around the banks of the river. These 

nipah leaves will be used by women / mothers in 

poor households to cover them and sell them to 

agents who come to collect the sticks, and the leaves 

can be used to make roofs. From the work, their 

average income per week is Rp. 150,000.00 or a 

month of Rp. 600,000. 

Paluh Manan is one of 20 villages in Hamparan 

Perak Sub-district, Deli Serdang District. When 

crossing Paluh Manan, the roads have been paved in 

concrete, unlike before where there were still 

cobbled streets, broken holes. Occasionally, the 

cultivation of shrimp, crab or tilapia ponds is also 

cultivated, as well as laying nipah plants along the 

river flow. The products of the community's 

aquaculture have arrived abroad. Shrimp and soft 

shell crabs are the mainstay of products in this 

village from year to year. 

In addition, there are many tourist objects in 

Hamparan Perak such as Siba Island and Lope-Lope 

Island, which is a potential collaboration for women 

in Desa Paluh Manan in marketing dinner plate 

pottery. For this matter, certainly cooperation with 

related partners is needed so that the distribution of 

pottery production can be carried out well. It is 

expected that the existence of tourist areas will be 

able to encourage the growth and development of 

small businesses around the area, so that it will be 

able to encourage economic activities of the 

community around the tourist area. 

The social and economic activities of a region 

cannot be separated from the existing infrastructure 

conditions in the area. The majority of women's 

residential areas in RTM in Desa Paluh Manan are 

less than 6 (six) km from the sub-district. In the past 

two years there have been several clean water 

facilities in the form of bore wells, toilets and 

electricity, although there are still people who use 

river water to meet their clean water needs. 

The market has an important role in economic 

activity, the existence of the market will greatly 

determine the economic movement of people in an 

area. When viewed from the nearest market location, 

women in RTM live close to the market where the 

distance is less than 1 (one) km, but this market has 

not operated every day, but only on Wednesday, 

different from the market in the sub-district, which 

operates every day , and usually the people of Paluh 

Manan will go to the market center in the sub-

district if they need goods with certain specifications 

and certain quantities. 

The existence of schools is very important to 

improve the skills and abilities of people's thinking, 

in the RTM domicile area school facilities are 

available, especially at the elementary and junior 

secondary levels. To continue to a higher level they 

must leave their area because high school level is in 

the sub-district. 

5 RESULTS 

From the analysis that has been stated previously, it 

can be seen the individual characteristics of the 

female community namely that based on age, 

women in Desa Paluh Manan are women of 

childbearing age who are eager for independence in 

working with low educational backgrounds, namely 

elementary and junior high schools. So far, they 

have worked to help fulfill their family's needs by 

earning very little and categorized poor income, 

which is an average of Rp. 600,000 per week. 

Women in Desa Paluh Manan have a strong 

motivation to be able to earn more income and really 

expect training that can improve skills in their 

business fields, such as self-motivation training, 

hard skill training that improves skills, and 
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assistance from good institutions universities and 

governments that will monitor and provide input for 

the development of their businesses. 

Desa Paluh Manan also has geographical 

potential where this village is a village in the coastal 

area with the availability of natural resources as raw 

material for the products produced. Besides, the 

availability of infrastructure is also adequate as 

market access for the products produced.  

The obstacles in this case are lack of business 

capital, weak marketing, weak skills from the side of 

human resources, the absence of a forum or network 

that helps businesses, there is still a lack of attention 

from the government and institutions related to the 

sustainability of the business being run. For this 

reason, there is a need for attention from related 

parties to improve the situation of women there. For 

this reason, an entrepreneurial development model is 

offered which involves relevant parties who will 

help solve existing problems. 

6 CONCLUSIONS 

The conclusions that can be given from this study 

are: 

a. The potential of women in poor households in 

Desa Paluh Manan is women of productive age 

and have the motivation to progress, be 

independent and  have a strong desire to 

improve the family economy, also have an 

entrepreneurial attitude that will support 

business success. Besides, Desa Paluh Manan 

has regional potential, namely the availability of 

natural resources, the sufficient existing 

infrastructure  which is suitable to encourage 

economic activities of the community, as well 

as the socio-cultural conditions of the people 

who always encourage citizens to progress and 

improve the family economy. 

b. The obstacles that Desa Paluh Manan has are 

the lack of marketing, having low skills, lack of 

capital, non-formal education or training to 

improve skills, not yet having a forum that helps 

work together in marketing products and 

capital. 

c. Based on the potential of women, the potential 

of the region and the constraints they have, an 

entrepreneurial model that is expected to be 

implemented by women entrepreneurs is 

developed: (1) through socialization, education, 

training and mentoring activities such as 

motivational training to raise awareness the 

importance of developing family 

entrepreneurship toward a creative economy, 

developing creativity through capacity building 

so that the products produced are attractive to 

buyers and according to market tastes and 

taking into account market potential , micro 

credit institutions such as through strengthening 

networks between poor women entrepreneurs 

and local entrepreneurs as media learning by 

doing (2) Establishment of special organizations 

as a forum that will help in terms of capital, 

production and marketing such as cooperatives, 

joint business groups  on the basis of common 

types of businesses, BUMDes, and joint 

markets. (3) Expansion by using the adopted 

father system (Sistem Bapak Angkat) by 

involving as many local entrepreneurs as 

possible so as to strengthen business capital and 

markets for women entrepreneurs. 
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Abstract: The objective of this research is to understand, investigate and analyze some factors being the constraints to 
non optimal budget for the activities of Notary Regional Supervisory in 2016 Budget Year, a study in East 
Java Regional Office of Law and Human Rights Ministry. Budget planning is a part of subsystem strategic 
planning, which is technically to be conducted based on performance of budget system that is preceded with 
performance planning. The application of performance budget system in the preparation of planning is 
initiated with formulation of strategic issues that are responded by a program and a relevant activity.  In the 
implementation phase, the process of performance planning is addressed in the description of the National 
Medium-term Development Plan into Ministry/Institution Budget Work Plan. The non-optimal Budget for 
Activities of Notary Regional Supervisory Board in 2016 Budget Year were caused by: personal factor, 
coordination factor, non-responsive and low understanding on the reporting and Budget settlements.

1 INTRODUCTION 

Budget problem is a classic issue in every 
organization. Like a double-edged sword, , budget 
can be a strength and opportunity while at the same 
time it can be a barrier or threat for an organization. 
Budget is essential for an organization. The budget 
in a public sector organization always becomes a hot 
topic for discussion, starting from preparation, 
implementation up to evaluation stages as it loaded 
with political content. 

Talking about budget is identical to figures and a 
number of estimation to carry out a number program 
and activities. Such budget is formed through a 
budgeting process This process will become the 
success key for activities of budget preparation and 
implementation.  Budgeting is one of stages in the 
planning process and managerial controlling for 
public sector organization (Mardiasmo, 2009). 
Target is set during the budget planning to achieve 
the organization’s goal. The realization of target 
achievement is then reported during evaluation to 
assess the organization performance from various 
including finance. 

Budgeting and budget execution cannot be 
separated from human participation, humans are the 

ones who prepare and implement the budget they 
have made.  Human behavior arises in the process of 
budget preparation and it is also human behavior 
that encourages people to survive living with the 
budget they have prepared (Lubis, 2014). Human 
behavior will affect their perceptions, so the 
differences in perception will certainly arise in the 
process of budget preparation and implementation. 
Motivations and needs of individuals or group differ 
from other individuals’ and groups’. Participation, 
commitment, coordination, communication and 
cooperation from all parties in an organization are 
needed in order to unite and synergize such 
differences in motivation and needs. This is done so 
that the decision making related to budget can be 
carried out in an effective and efficient way in order 
to achieve the organization’s goal. 

A number of behaviorism consequences arise in 
the budgeting and budget execution, some of which 
are pressure, motivation, aspiration, and anxiety 
(Lubis,2014). The consequence triggers the rise of 
dysfunctional behavior in an organization. In 
addition to that, there are many other factors that 
also influence human behavior in doing the 
budgeting and executing the budget in an 
organization, some of them are size and organization 
structure, leadership style, the type of control system 
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and environmental stability. As a public sector 
organization, General Legal Administration (AHU) 
& Intellectual Property (KI) sub-sector of East Java 
Law Ministry and Human Rights Regional Office 
also prepares and implements budget.  The budget is 
in the form of document of budget and budget 
implementation. One of budgeting and budget 
implementation documents. One of budgeting 
documents is Work Plan and Ministry and Institution 
Budget (RKA-K/L) and budget needed to carry out 
the intended work plan. The work plan of 
Ministry/Institution comprises of information about 
vision, mission, objective, program, expected 
milestone, activities, as well as expected output, 
while budget comprises of information about cost 
for each program and activity for the planned year.  

The stage of budget preparation is an important 
one because an effective budget yet does not focus 
on performance can even mess up the programs that 
have been prepared in advance. Often in common 
practice, budget preparation seems to be a separate 
part from strategic formulation and planning that a 
success of budget application is not in line with the 
success of program and the organizational goal.  
Such budgeting cannot result in an effective budget 
as a means of management to bridge the 
achievement of organizational goal (Basri, 2013). 

Budget Implementation for Some programs of 
AHU & KI service sub-sector in the Law Ministry 
and Human Rights of East Java Regional Office was 
non-optimal as it was reflected by the Government 
Institution Performance Accountability Report 
(LAKIP) in the 2016 Budget Year, mainly for 
Regional Supervisory Board Activities. 

The supervision toward Notary in East Java area 
becomes the authority of Regional Supervisory 
Board based on authority delegation by Ministry of 
Law and Human Rights of the Republic of Indonesia 
in order to uphold the legal regulation upon every 
violation to obligation as well as ban for Notary 
position or Notary Code of Ethics, not limited to 
carry out coaching authority. This supervision needs 
to be done in a more effective way considering the 
notary upon running their profession is prone to do 
abuse of office authority and to perform notary 
behavior that may cause disadvantage to community.   
The provisions regulating Notary Supervisory Board 
was contained in the Law No. 2 of 2014 on 
Amendment of Law No.30 of 2014 on Notary 
Positions and the decree of Ministry and Human 
Rights of the Republic of Indonesia, No M39-
PW.07.10 Of 2004 on the Guideline for Duty 
Implementation of  Notary Supervisory Board. 

Related to MPW authority, based on Article 73, 
Law No. 2 of 2014 it includes: organizing hearings 
of audit and decision making upon public report 
through Regional Supervisory Board, Imposition 

and Proposal of Sanctions, Temporary Discharge, 
and Dishonorable Discharge that are proposed by 
Central Supervisory Board and Issuance of Leave 
permit to Notary. 

Whereas based on Article 70, Law No. 2 of 
2014, MPD, holds an authority of: organizing 
hearings to examine the alleged infringement to 
office authority performance and notary code of 
ethics based on society report, periodically notary 
protocol examination, issuance of leave permit and 
decision on Acting Notary as well as report of the 
whole MPD activities to MPW. MPW and MPD 
carried out supervision duty to 1585 (One thousand 
five hundred eighty five) notaries (Notary data as 
per 31st of December 2014) in 38 Regencies/Cities 
in the area of East Java Province Area. 

The quality performance of Notary Supervisory 
Board of East Java area is one of many important 
factors that can influence either optimal or non-
optimal performance of 11 (eleven) Notary Regional 
Supervisory Board that are notoriously undertaking 
supervision function to 1585 ( One thousand five 
hundred and eighty-five) Notaries as public serving 
officials. Due to the great number of notaries in East 
Java Province area as mentioned above, the Notary 
Supervisory Board Organization should be 
supported with adequate facilities and infrastructure 
in order to run its authority optimally.  

The implementation of Notary Local/ Regional 
Supervisory Board activities with supervision object 
coverage of the whole notaries in East Java area 
needs support on financial administration, 
correspondence system and accountable technical 
supervision material that it is necessary to involve 
relevant parties in the formulation and supervision of 
activity implementation in the field. 

2 THEORICAL FRAMEWORK 

Robbin and Coulter (2010) stated that planning is a 
process starting from defining organization goal, 
which is to determine strategy for achieving the goal 
in a comprehensive manner in order to integrate and 
coordinate the whole organization work, so that the 
organization goal is achieved.  

Haryanto, et al (2007) in Asikin (2012) explained 
that public sector budget is activity plan and 
periodical finance (normally in annual period) 
comprise of program and activities as well as 
amount of fund obtained (revenue/income) and 
needed (expenditure/shopping) in terms of achieving 
organization goal. Mardiasmo (2009:61) in 
Waworuntu (2013) mentioned that budget is an 
estimation of performance that will be achieved for 
some particular period and be stated in financial 
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unit”, whereas budgeting is an activity of allocating 
limited financial resource for the funding of 
organizational expenditure that tends to be limitless 
(Haryanto, dkk:  2007) in (Asikin, 2012). 

Within the budgeting system, all activities starts 
from medium-term development plan that is 
accommodated in the Budget Work Plan of 
Ministries/Institution (RKAK/L). in the RKAK/L 
there will be elaboration of activity program priority 
and budget ceiling.  

Budget planning is a part of subsystem strategic 
planning, which technically  to be conducted based 
on performance of budget system that is preceded 
with performance planning. The application of 
performance budget system in the preparation of 
planning is initiated  with formulation of strategic 
issues that are responded by a program and a 
relevant activity. In the implementation phase, the 
process of  performance planning is addressed upon 
elaborating the National Medium-term Development 
Plan  into Ministry/Agency Budget Work Plan. 

Based on Law No 17 of 2003 on Financial State, 
it mandates the transparency and accountability of 
financial state that is manifested through description 
of  budget realization in each Ministries/Institution 
in addition to presenting realization of revenue and 
expenditure together with explaining work 
performance achievement of Ministries/Institutions. 
The implication of Law No 17, of 2003 
implementation is it needs a program restructuring 
and budget which management and budget 
execution should be based on performance. 

There are many experts providing definition of 
budget. According to Munandar (2000: 19) the 
definition of Budget is a plan that is prepared 
systematically including the whole company 
activities stated in monetary unit (unity) and be 
commenced for certain time range.    

Other definition relevant to budget according 
Christina (2002: 25) stated that: 

 Budget is a plan prepared systematically in the 
form of figure and stated in a monetary unit 
including the whole company activities for certain 
period of time in the future. Therefore, the prepared 
plan is served in a monetary unit , and thus budget 
often being called as financial planning. In a budget, 
the unit of activity and the unit of monetary occupy 
important position in the sense that all activities will 
be quantified within one monetary unit, that 
achievement of efficiency and effectiveness of 
activities done is measurable.  

Supervisory Board is a body that has authority 
and obligation to conduct coaching and supervision 
to Notary. Supervision to Notary is intended for 
Notary to carry out their post duties based on and 
followed the legislation governing the Notarial post. 
Notary in running their post duties must inherently 

hold on and base on legislation that regulates the 
Notarial post, meaning everything that has been 
mentioned in legislation regulating the Notarial post 
shall be followed. Based on the provisions in Article 
67 up to Article 81 UUJN,  it has been regulated 
about supervision to Notary.  

Supervision and Coaching Institution 
(Supervisory Board) to Notary that is formed by 
Law and Human Rights Ministry needs to get done 
more effectively and  to be increased in quality, 
because Notary is expected to perform their post 
profession by always improving the professional 
quality and law protection to community.   The role 
of Supervisory Board is very crucial in coaching and 
supervising the Notarial post continually with regard 
to personal behavior in running both their post and 
beyond as a cutting edge to guarantee legal certainty 
toward society who use notarial service. Local 
Supervisory Board (hereinafter called MPD) is 
formed in Regency /City to coach and supervise 
Notaries with jurisdiction in Regency/City, if the 
number of Notary does not compete with the number 
of MPD members, it can form MPD consortium for 
several regencies/cities based on the provisions in 
Article 69, Paragraph 2a, UUJN 

3 RESEARCH METHOD 

This is a qualitative research that describes, records, 
anlayzes and interprets current condition. The 
research was conducted at Human Rights and Law 
Ministries Provincial Office of East Java. The 
research subject were 7(seven) personnel, where 4 
(four) persons are the staffs in Human Rights and 
Law Ministries Provincial Office of East Java and 
3(three) persons were from the Notary Local 
Supervisory Board of East Java. The data collection 
technique used were observation, interview and 
documentation technique utilizing observation 
guideline and interview guideline tool. The data 
analysis in a qualitative research is a process of 
simplifying data into a form that is easily read and 
interpreted and done through some steps of data 
researching, interpreting  and concluding. 

4 ANALYSIS 

This research is a follow up research from some 
factors causing non optimal budget for activities of 
East Java Notary Local Superisory Board in 2016 
budget year. 
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AHU &KI Service  Sub-Sector that is in line with 
the Directorate General of General Law 
Administration and Directorate General of 
Intellectual Property, where that Directorate General 
has shared PNBP in accordance with the portion and 
returned to respective Human Rights and Laws 
Service Division that are available in Indonesia 
under Human Rights and Laws Ministries of 
Republic of Indonesia.  
 

Data of Budget Absorption for Activities of 
Notary Regional Supervisory Board in 2016 Budget 
Year. 
 

Tabel 1: Budget Realization 
Code  Description Ceiling Realizati

on 
D Notary 

Regional 
Supervisory 
Board 

974,260,000 714,879,
300 

521211 Material 
Expenditure 

  
92,950,000 

68,219,3
00 

524111 Ordinary 
Trip 
Expenditure 

171,960,000 126,960,
000 

Source: SAS application , Human Rights and Laws 
Ministry East Java Provincial Office of 2016, (2016) 
 

Budget for Activities of Notary Regional 
Supervisory Board in 2016 Budget Year comprises 
of budget for material expenditure amounted to Rp. 
92.950.000,- (ninety two million nine hundred and 
fifty thousand Rupiah), budget for Ordinary Trip 
Expenditure Rp. 171.960.000,- (one hundred and 
seventy-one million nine hundred and sixty thousand 
Rupiah). 

In the beginning of budget preparation, a 
disbursement plan was made, but over the time there 
was a non-compliance to budget absorption that was 
carried out so there was budget left over, if each of 
Notary Regional Supervisory Board obeyed carrying 
out the disbursement plan the risk of low absorption 
could have been avoided.  

As questioned what happened to the absorption 
of MPD budget in 2016,some of which were because 
MPD paid a little attention or not active, due to the 
membership component of the MPD itself that 
comprised of various components, in addition there 
was another reason because the MPD Secretary that 
so far being assigned has not managed well due to 
another assignment the secretary has, so that in the 
activity budget of MPD. 

 

In addition, there is another constraint that was 
called as low coordination factor, such thing was as 
told by the informant. Based on the interview with 
the informant, it was told that MPD didnot 
understand about budgeting thing, let say a business 
trip, while in dipa it was stated tath business trip was 
done for two days , but during the practice, MPD 
only did the business trip for 1(one) day that MPD 
only made for 1 (one) day in budget settlement, 
therefore there was a left over money. 

In addition to the above mentioned constraints, 
there was another constraint told by informant, while 
this related to the official who signed the settlement 
documents that sometimes were busy due to official 
duty outside the office, that in the end the documents 
should wait for signatories. 

So far, MPD has not really understand the 
budgeting problem, their non-understanding was 
because most of MPD components came  from 
Notaries who do not understand about 
administration and financial settlement. 

5 RESULTS 

The results of the research on the some factors 
causing non-optimal budget for activities of notary 
regional supervisory board in 2016 budget year 
include: 1. Personal factor; 2. Coordination factor; 3. 
Non Responsive factor; 4. Not understand about 
reporting or settlement.  

Based on the interview result with some 
informants, it was acknowledged that one of cause 
factors for non-optimal activities of Notary Regional 
Supervisory Board was personal factor, as stated in 
the interview result as follows: 

“a question like this refers to technical matters, 
the technique in the legal service itself, once we 
have accepted dipa, see the posture and then we can 
make it into a good order, it goes without saying, 
and the last one before dipa was out there was a 
development of disbursement plan, so, we have got 
the data automatically, while on the other side we 
have to focus, and obey, it means that during the 
implementation there was no compliance, neither to 
disbursement plan not prepared wor plan”. 
(informant 1, 50 y.o) 

The withdrawn conclusion is, the constraints 
referred to technical matters in AHU & KI Service 
sub-sector  itself, when dipa was accepted, read and 
then arranged, the budget executor should comply 
with the disbursement plan being developed, but 
what happens so far there is no compliance to 
disbursement plan and work plan prepared.  
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In addition, there is another constraint that was 
called as low coordination factor, such thing was as 
told by the informant. 

“ it was lack of coordination, not to mention that 
the head of MPD was not so responsive, and he has 
handed over fully to the secretary, it doesn't matter 
about any absorption, that was that some times 
happened”. (informant 3, 56 y.o) 

“ it doesn’t work, not the whole, only some, if 
we apply, the person in charge also doesnt 
understand about budget thing, take SPPD as an 
example, the two-day business trip, he made it into 
one direct day, the payment was in consequence 
only for 1 day, even though he has been examined 
for two days, it was only claimed in the report for 
only 1 day”. (informant 2, 34 y.o) 

Based on the interview with the informant, it was 
told that MPD didnot understand about budgeting 
thing, let say a business trip, while in dipa it was 
stated tath business trip was done for two days , but 
during the practice, MPD only did the business trip 
for 1(one) day that MPD only made for 1 (one) day 
in budget settlement, therefore there was a left over 
money. 

In addition to the above mentioned constraints, 
there was another constraint told by informant, while 
this related to the official who signed the settlement 
documents that sometimes were busy due to official 
duty outside the office, that in the end the documents 
should wait for signatories. 

“ We have PPK, we don't have PPSM, so we 
have to wait, PPSM is available, since KPA as the 
proxy of budget user is not available yet, so it has to 
wait, it has to wait for everyone to be available”. 
(informant 2, 34 y.o) 

So far, the AHU & KI Service Sub-Sector never 
informs the constraints faced in carrying out the 
Notary Regional Supervisory Board activities as it 
was told by the informant as follows: 

“ the reason was why, it was  The sub-sector 
itself from the same sector, they never informed that 
their constraints were actually this, and since long 
time ago up to now perhaps, the questionnaire or 
report have never been applied, that’s all, that was 
the only in compliance to tell you the truth”.  
(informant 1, 50 y.o) 

Based on the result of interview with an 
informant, it was acknowledged that the head of 
MPD was not responsive, where the head of MPD 
handed over fully to his secretary, such thing was 
told by the next informant as follows: 

“ not to mention that the head of MPD was not 
so responsive, and he has handed over fully to the 
secretary,  we don’t mind about what kind of 

absorption it may, that was that some times 
happened”. (informant 3, 56 y.o) 

Not understand about Reporting or Settlement 
So far, MPD has not really understand the 

budgeting problem, this information was given by 
informant as follows: 

“ it doesn’t work, not the whole, only some, if 
we apply, the person in charge also doesn't 
understand about budget thing either, take SPPD as 
an example, the two-day business trip, he made it 
into one direct day, the payment was in consequence 
only for 1 day, even though he has been examined 
for two days, it was only claimed in the settlement 
for only 1 day”.  (informant 2, 34 y.o). 

6 CONCLUSIONS 

The implementation of MPD budget in 2016 budget 
year was not yet optimal because during its 
execution there was no strong commitment from the 
leader nor compliance, do not comply with the 
disbursement plan and work plan that has been 
prepared since the budget preparation, in addition to 
that, it needs controlling from the leader, where 
every work being done by the staffs should be 
monitored by the leader until the work is final: 
1. In order to prevent any failure upon  activities 

done by Notary Regional Supervisory Board in 
the following years, there are some solutions 
needed to be taken some of which are by 
holding workshop which invites all members of 
MPD without any exception, if necessary a 
pinch service by inviting the resource person to 
each  MPD; 

2. To regulate the budget usage based on 
disbursement plan and to carry it out obediently; 

3. In the provincial area itself, It needs a peer 
controlling between the Head of Division, Head 
of Section and Head of Sub-sector. And the 
Treasury to check what work has been done and 
whether or not it is in line with the disbursement 
plan;  

4. The classical problem that are faced from year 
to year is the non-knowledgeable about 
settlement reporting, therefore the solution 
given may be to develop a guideline or SOP 
related to settlement of activities of Notary 
Regional Supervisory Board. 
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Abstract: Telecommunication providers are internet service providers. The purpose of the research was carried out to 
increase the growth and even distribution of telecommunication network infrastructure development which 
could further reach and improve access to information for the Indonesian people more broadly. This research 
method uses a quantitative approach, a type of quantitative descriptive research with the nature of research 
that is explanatory. The population in this study were people in the city of Medan from the District of Medan 
- Petisah. Sampling used in this study using the Slovin formula so that the number of samples used in this 
study was 100 people. Sampling uses a non-probability sampling approach. The type of sampling chosen is 
accidental sampling with a type of qualified volunteer sample. Research data analysis method is descriptive 
statistical analysis and multiple regression analysis. The results obtained in this study are that discount prices, 
service competitiveness and service quality as a moderating variable simultaneously have a positive and 
significant effect in increasing customer loyalty in the community in Medan City but on service 
competitiveness variables have a negative value and no significant effect in improving customer loyalty. 
Moderation variables are proven to be able to influence discount prices, service competitiveness in increasing 
customer loyalty in the community in the city of Medan, with a coefficient of determination of 15%.

1 INTRODUCTION 

Information technology and communication are 
inseparable from people's lives and become one of the 
important needs to support activities, including 
communication without limitation of distance and 
time, getting up to date information, supporting 
business activities, and etc. One of them is by using 
internet services, the advancement of internet 
technology is changing the way people view the 
environment around and in the world in the era of 
globalization. On the one side, the era of globalization 
is expanding the product market, on the other side this 
situation has led to increasingly sharp competition, 
with the advancement of increasingly sophisticated 
information and communication technology.  

Consumer needs to access data with an easy and 
flexible device has become a reality that the 
telecommunications industry cannot reject. Seeing 

the opportunity of the large number of internet users 
in Indonesia, especially the need for mobile internet, 
many companies provide mobile internet services or 
referred to as ISP Mobile (Internet Service Provider 
Mobile). Some of these companies include Smartfren, 
Telkomsel Flash, XL Broadband, Indosat M2, Tri ‘3’, 
and Bolt. This phenomenon explains the intense 
competition between internet data service provider 
companies or ISP Mobile so that the company is 
aware of a need to maximize company assets for the 
survival of the company, especially for companies 
that provide internet data services or Internet Service 
Providers.  

Medan is the third largest city in Indonesia after 
Jakarta and Surabaya, as well as the largest city 
outside Java. The development of trends and lifestyle 
of the Medan city community in the use of mobile 
internet to date reaches up to 3.5 million people with 
the criteria of internet users based on work, age, 
gender, type of device used both mobile and computer 
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and other social media usage. This is what underlies 
the community in the city of Medan using a 
telecommunications provider that is able to provide 
discounted prices at the time of purchase of internet 
data service quota, namely purchases can be made 
through services available to each 
telecommunications provider or direct purchase, as 
well as alternative price options at the time of 
purchase. In addition to discount prices, service 
quality will also have an impact on customer loyalty 
and whether customers remain loyal using the product 
from the telecommunications provider or not. 

2 THEORICAL FRAMEWORK 

2.1 Discounted Prices. 
Price is the sum of all values that consumers exchange 
for the amount of benefits by owning or using an item 
and service (Aryani and Rosinta, 2010). The prices 
referred to here include the affordability of prices, 
price competitiveness, price compatibility with 
product quality and prices according to the services 
provided. Discounts are one type of sales promotion. 
A discount is a reduction in the product from the 
normal price in a certain period. While sales 
promotion is a form of direct persuasion through the 
use of various incentives that can be regulated to 
stimulate product purchases by and or increasing the 
amount of goods purchased by customers (Tjiptono, 
2008: 229). 
 
2.2 Competitiveness. 
According to Muhardi (2007: 39), competitiveness is 
a function that is not only oriented internally but also 
externally, that is, responding to the market's business 
objectives proactively. The competitive advantage of 
a business in serving the market segment can be built 
by selling goods at a lower price than its competitors. 
 
2.3 Customer Loyalty 
According to Hasan (2008: 83), that customer loyalty 
is a customer who simply does not buy back an item 
and service for example by recommending someone 
else to buy. According to Griffin (2010: 04), loyalty 
is that a consumer is said to be loyal or loyal if the 
consumer shows buying behavior on a regular basis 
or there is a condition that requires consumers to buy 
at least twice in a certain time interval.  
2.4 Quality of Service 
According to Kotler (2009: 49), service quality is "All 
trait and characteristics of a product or service that 
affect the ability to satisfy the stated or implied 
needs". This is clearly a definition of quality that is 
customer-centered, a producer can provide quality if 

the product or service provided can meet or exceed 
consumer expectations. 

3 RESEARCH METHOD 

The type of research used is quantitative descriptive 
research. Quantitative descriptive research involves 
collecting data to test hypotheses or answering 
questions about the final status of the research subject 
(Sugiyono, 2010). The nature of research is 
explanatory research.  

Population and Sample. The population in this 
study is the population of Medan City in Medan 
Petisah Subdistrict in 2016 as many as 70,610 people 
by using the Slovin formula, the number of samples 
is 100 respondent. 

4 ANALYSIS 

Statistical analysis used in this study using statistical 
analysis with moderated regression analysis (MRA) 
or interaction test is a special application of linear 
multiple regression where in the equation regression 
contains elements of interaction or multiplication of 
two or more independent variables. (Ghozali, 2013).  

This research model is described based on the 
regression equation. Regression equation is multiple 
regression to test all hypotheses in the study between 
1 Hypothesis 1 (H1) 

Influence of Discount Price (X1) on Customer 
Loyalty (Y) 
Y = a + b1X1 + e 

2 Hypothesis 2 (H2) 
Influence of Competitiveness (X2) on Customer 
Loyalty (Y) 
Y = a + b2X2 + e 

3 Hypothesis 3 (H3) 
Influence of Discount Price (X1) and Service 
Competitiveness (X2) together on Customer 
Loyalty (Y). 
Y = a + b1X1 + b2 X2 + e 

4. Hypothesis 4 (H4) 
Interaction Test : 
Y = a + b1 X1 + b2 X2 + b3 X3 + b4 X1X3 + b5 
X2X3 + e 

 
Information : 
a = Constants 
b1, b2 ... b5 = Regression Coefficient of Each 
Variable 
X1 = Discount Price 
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X2 = Service Competitiveness 
X3 = Quality of Service as Moderating 
Y = Customer Loyalty 
e = % error (10%) 

5 RESULTS 

Data analysis method. Statistical analysis used in this 
study uses statistical analysis with moderated 
regression analysis (MRA) or interaction test is a 
special application of linear multiple regression in 
which the regression equation contains elements of 
interaction or multiplication of two or more 
independent variables. (Ghozali, 2013). This research 
model is described based on the regression equation. 
Regression equation is multiple regression to test all 
hypotheses in the study, among others: 
Y = a + b1 X1 + b2 X2 + b3 X3 + b4 X1X3 + b5 X2X3 + 
e 
 
Information : 
a = Constants 
b1, b2 ... b5 = Regression coefficient of each variable 
X1 = Discount Price 
X2 = Service Competitiveness 
X3 = Quality of Service as Moderating 
Y   = Customer Loyalty 
e    = % error (10%) 
 
Table 1: Research Analysis Model Test Results 

 
 
Based on Table 1.1 above obtained multiple linear 
regression equation, as follows : 
Y = 19,487 – 0,452 X1 - 0,233 X2 – 0,758 X3 + 0,077 
X1X3 + 0,010 X2X3 + e 
 

The regression equation model above can be 
interpreted that a constant of 19,487 means that if the 
value of the independent variable is discounted 
prices, service competitiveness and service quality is 
zero, it is considered non-existent, it will increase 
customer loyalty by 19,487%. Discounted price (X1) 
has a regression coefficient of 0.452 and is negative, 
this means that every reduction of one percent of the 
discount price variable will give a decrease in 
customer loyalty by 0.452 or 45.2% if other variables 
are assumed to be constant. This gives an explanation 

that discount prices are part of the changes that are 
not in line with increasing customer loyalty. Service 
competitiveness (X2) has a regression coefficient of 
0.233 and is negative, this means that every decrease 
of one percent of service competitiveness variables 
will provide a decrease in customer loyalty by 0.233 
or 23.3% if other variables are assumed to be 
constant. This gives an explanation that service 
competitiveness is part of the change that is not in line 
with increasing customer loyalty. Service Quality 
(X3) has a regression coefficient of 0.758 and is 
negative, this means that every one percent reduction 
in service quality variables will provide a decrease in 
customer loyalty by 0.758 or 75.8% if other variables 
are assumed to be constant.  

This gives an explanation that service quality is 
part of the change that is not in line with increasing 
customer loyalty. Interaction discount prices (X1) and 
service quality (X3) have a regression coefficient of 
0.077 and are positive, this means that every increase 
of one percent of the discount price variable and 
service quality will increase customer loyalty by 
0.077 or 7.7% if other variables assumed to be 
constant. This gives an explanation that discount 
prices and service quality are the parts that change in 
the direction of increasing customer loyalty. The 
interaction of service competitiveness (X2) and 
service quality (X3) has a regression coefficient of 
0.010 and is positive, this means that every increase 
of one percent of service competitiveness variables 
and service quality will provide an increase in 
customer loyalty by 0.010 or 1.0% if other variables 
are assumed to be constant. This provides an 
explanation that competitiveness and service quality 
are parts that change in the direction of increasing 
customer loyalty. 
 
Hypothesis Testing 
1. Simultaneous Hypothesis Testing (Test F) 

Table 2 : F Test Results (Simultaneous) 
ANOVAa

Model Sum of 
Squares 

Df Mean 
Square 

F Sig. 

1 

Regressio
n 

134.717 3 44.906 5.626 .001b 

Residual 766.193 96 7.981   
Total 900.910 99    
a. Dependent Variable: Customer Loyalty (Y) 
b. Predictors: (Constant), Quality of Service (X3), 

Service Competitiveness (X2), Discount Prices (X1) 

Source : Primary Data Processed, 2018 (SPSS) 
 
Simultaneous testing or F test aims to see how the 
discount prices influence and the competitiveness of 
mobile internet services in increasing customer 
loyalty through the quality of telecommunications 
service providers as a moderating variable in the 
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community in the city of Medan. Based on the results 
of the above test, the Fcount value is 5.626 and the 
significance value is 0.001. The Fcount value will be 
compared with the Ftable value of 2.70 (obtained see 
Ftable with the criteria df1 = 2 and df2 = greater than 
100), then the results obtained are Fcount > Ftable 
(5.626> 2.70) and a significance value of 0.001 < 0.05 
so it can be concluded that discount prices, 
competitiveness of mobile internet services and the 
quality of telecommunications service providers 
together have a positive and significant effect in 
increasing customer loyalty to the community in 
Medan City. 
 
2. Partial Hypothesis Testing (t-test) 
Table 3: T Test Results (Partial) 

 
 
Based on Table 3 above, it appears that: 
1. Test the partial hypothesis of the discount price 
variable from the table can be seen the value of tcount 
discount prices variable (X1) is equal to 3.722 with a 
significance of 0.000. Then the results of the study 
show that Ha hypothesis is accepted because tcount > 
ttable (2.005 >1.98447) and is significantly smaller 
than 0.05, which means that the discount price 
variable (X1) partially has a positive and significant 
effect on increasing customer loyalty to the people in 
Medan City 
2. Partial hypothesis test of service competitiveness 
variables from the table can be seen the value of 
tcount variable service competitiveness (X2) is equal 
to -0.902 with a significance of 0.369. Then the 
results of the study showed Ha hypothesis was 
rejected because tcount < ttable (-0.902 < 1.98447) 
and significance was greater than 0.05, which means 
that service competitiveness variable (X2) partially 
had no effect and was not significant in increasing 
customer loyalty to the community in Medan City 
3. Partial hypothesis testing variable service quality 
from the table can be seen the value of tcount service 
quality variable (X3) is 2.107 with a significance of 
0.038. Then the results of the study show that the Ha 
hypothesis is accepted because t count > ttable (2.107 
> 1.98447) and the significance is less than 0.05, 
which means that the service quality variable (X3) 
partially has a positive and significant effect on 
increasing customer loyalty to the community in 
Medan City . 
 

3. Test of Moderating Variable Test Hypothesis 
Interaction 
 
Table 4: Interaction Test Results for Moderation 
Variables 

 
 
The table shows that the moderating variable has 
proven significant in influencing discount prices and 
service competitiveness in increasing customer 
loyalty. Prediction of negative values indicates that 
the moderating effect provided is negative, meaning 
that service quality has the effect of reducing the 
influence of discount prices and service 
competitiveness in increasing customer loyalty. The 
insignificance of the X1 discount price coefficient 
(sig 0.794) and X3 service quality (sig 0.235) 
indicates that this variable is a pure moderator 
variable and cannot be placed as an independent 
variable. But if the results show that discount prices 
(X1) and service quality moderation (X3) are both 
significant then it can be concluded that the service 
quality variable is a quasi moderator variable or can 
be used as an independent variable as well as a 
moderator variable. 

6 CONCLUSIONS 

Increasing customer loyalty requires good quality of 
service and followed by price discounts and service 
competitiveness between telecommunications 
providers, this can be seen from the number of users 
of mobile internet services who move from one 
telecommunications provider to another 
telecommunications provider. 

Discount prices, service competitiveness and 
service quality simultaneously have a positive and 
significant effect in increasing customer loyalty in the 
community in Medan City while partially 
competitiveness of services has a negative value and 
does not significantly influence customer loyalty to 
the people in Medan City. 

Factors affecting the increase of customer loyalty 
in the community in Medan City are discount prices 
because they have the most dominant influence in 
increasing customer loyalty to the people in Medan 
City. 
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Service quality as a moderating variable has been 
proven to significantly affect discount prices and the 
competitiveness of telecommunications service 
providers in increasing customer loyalty to the people 
in Medan City. 
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Abstract: This analysis aims to improve the competitiveness of Small and Medium Enterprises in the regions by 
implementing strategies for strengthening business institutions and developing human resources. This 
analysis is based on direct observation, especially in small businesses of palm sugar producers and etawa 
goat milk farmers in Kebonharjo, Samigaluh, Kulonprogo, Yogyakarta. The research method used is 
qualitative research method that combines of qualitative data and literature review. Data were obtained from 
direct observation and interviews with respondents who were considered to be able to represent information 
and understand the problems by Small and Medium Enterprises in Kebonharjo, namely the village head 
(lurah) and several other village officials, head and secretaries of farmer groups, etawa goat milk breeders, 
palm sugar producers and activists of Small and Medium Enterprises in the regions. The results of the study 
indicate that the two types of businesses that have been carried out in the area have not been optimal in 
carrying out product innovations. Various obstacles such as access to marketing, farmer motivation, level of 
managerial knowledge and steep mountainous geographical conditions have resulted in slow distribution 
processes. based on existing problems this research offers two conceptual strategies for creating product 
innovation and competitiveness Small and medium enterprises are strategies to strengthen business viability 
and empower human resources through increasing knowledge and skills. 

1 INTRODUCTION 

Entering the digital era or many people say the 
current era of globalization, competition between 
businesses is becoming more open. As a result, a 
strong company or organization can continue to 
defend itself and master and improve marketshare, 
while entrepreneurs who have low strength will find 
it difficult to maintain their business consistency and 
experience a faster decline until finally they cannot 
run their business. In advanced economies, 
opportunities for careers and promotions will be 
increasingly limited only to people who have higher 
education, quality people for knowledgeable work 
(Drucker, 2006:247). 

Small and Medium Enterprises (SMEs) are part 
of business actors who also play a competitive role. 
SME are still the type of business that is popular and 
became the foundation of life for the people of 
Indonesia. In addition, its role in economic growth 

in Indonesia in the growth of Gross Domestic 
Product (GNP) is very large. 

The Ministry of Cooperatives and MSMEs in 
the 2017 achievements report states that MSMEs 
have contributed to the National GDP of Rp.7,005 
trillion or about 62.57% of total GDP. The 
description of the contribution is 38.90% micro 
business, 9.73% small business and 13.95% medium 
business. 

The strategic role is expected to be a momentum 
for economic growth in Indonesia to be stronger 
starting from the root (micro economic) and not only 
macro policies that often become practical policies 
in an effort to tackle the impact of the global 
economic. Looking at its large role, it is important 
for all parties to be able to see more closely what 
and how the problems or obstacles experienced by 
small entrepreneurs. The reality of SMEs that are 
bankrupt, low capital, products that are less varied, 
use of traditional tools and lack of market access still 
occur in many small and medium entrepreneurs in 
Indonesia. 
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The development of SMEs needs more attention 
from all parties, both the government, the business 
community, financial institutions and banks, 
universities and other parties so that the strength of 
SME becomes more resilient and able to compete in 
today's digital era. 

The existence of the Asean Economic 
Community (MEA) ensures that MSMEs must be 
stronger in their needs to strengthen their position.  
SMEs need a large role from various elements, for 
example by strengthening partnerships with the 
private sector and the public sector to create an 
independent economy. MEA becomes a threat as 
well as an opportunity for MSMEs in Indonesia to 
be able to grow a role in regional and national 
economic growth. Strengthened by the concept of 
regional autonomy, at least the position of MSMEs 
in the regions can be more fully concentrated by 
empowering local area resources to create regional 
special products. for local governments, this is when 
strengthening regional competitiveness through the 
full strength of MSMEs that grow and develop in 
their regions. 

The strategy to strengthen business institutions 
and the development of Human Resources is a 
strategy that can be implemented by regional and 
central government in reviving and strengthening 
MSMEs in Indonesia. With these strategies, it is 
expected that competition currently dominated by 
large companies does not erode the opportunities of 
MSMEs to develop their potential and strength to be 
able to compete. 

 

2 THEORICAL FRAMEWORK 

The definition of rural industry is narrow, namely in 
small scale industries and households (IKRT). 
Sajogyo and Tambunan (Kuncoro, 2014: 293) Rural 
industries are a form of transition between artisan 
industries and modern industries. In Indonesia, rural 
industries tend to be connoted with or as a tool for 
rural development (with small-scale industries and 
households) and open parts of modern industrial 
development. White (Kuncoro, 2014: 295) 
classification of rural industries lies in the criteria of 
resource-based industry which is contrasted with 
foot loose industry. Resource-based industry is 
supportive and has a multiplier effect on the 
agricultural and industrial sectors based in rural 
areas, while foot loose industries tend to create an 
enclve economy, namely the lack of integration of 
industries concerned with other industries in the 
economy. 

Therefore the limitations of rural industries are 
small industries whose resource base is in rural 
areas, including agro-industry and various industries. 
With regard to rural industries, at least rural 
industries can be identified as micro, small business 
and medium-sized businesses. 

After the 2010 ASEAN Free Trade Area 
(ACFTA) in 2015 entered the era of the ASEAN 
Economic Community (AEC) or in the future in 
2020 Indonesia must deal with other Sree Trade 
Area forums such as APEC which demand the 
Indonesian economy, including MSMEs must strive 
to position themselves in the market. At present 
Indonesia's position in the Asean Economic 
Community is ranked 36th globally and 4th place 
among ASEAN countries (World Economic Forum, 
2018.) 

The main concept of the MEA is to create 
ASEAN as a single market and unity of production 
base where there is free flow of goods, services, 
factors of production, investment and capital and the 
elimination of tariffs for trade between ASEAN 
countries. Through strengthening this collaboration 
it is hoped that it can reduce poverty and the level of 
economic inequality among ASEAN countries 
through a number of mutually beneficial cooperation 
(Wilantara and Susilawati, 2016 : 16). The WEF 
considers that Indonesia has a competitive level in 
general at the top level, but it is still low in terms of 
technological preparedness and labor market 
efficiency which still ranks Indonesia as 96th in the 
world rankings. 

Empowerment of MSMEs is a comprehensive 
process that is an active process between motivators, 
facilitators and community groups that need to be 
empowered through increasing knowledge, skills, 
providing various facilities and opportunities to 
achieve access to natural resource systems in 
improving community welfare (Sumodiningrat and 
Wulandari, 2015: 20) . The empowerment process 
should include enabling (creating a conducive 
atmosphere), empowering (strengthening 
community capacity and capability), protecting 
(protection from injustice), supporting (guidance and 
support) and foresting (maintaining a conducive 
condition to stay balanced). 

Technological advances affect the cycle of 
human resource competence. Expertise in the form 
of skills, knowledge and work attitudes obtained at 
this time, is not necessarily still valid in the future or 
is still up to date when technology has changed 
procedures, forms and functions (Silitonga, 
2017:68). 

Dubois and Miley (Sumodiningrat and 
Wulandari, 2015: 19) argue that the basics of 
empowerment include: 
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a. Empowerment is a collaborative process between 
client and work executant mutually beneficial. 

b. The empowerment process views the client system 
as a component and ability that provides a way to 
source of income and provide opportunities. 

c. The client must feel himself as a free money agent 
can influence 

d. Competence gained and improved through life 
experience, a strong special experience than the 
state that states what is being done 

e. Empowerment includes the path to sources of 
income and the capacity to use these sources of 
income effectively 

f. The empowerment process is a dynamic, 
synergistic, ever changing and evolutionary 
problem that always has many solutions 

g. Empowerment is the achievement through parallel 
structures of individuals and the development of 
society. 

 
The concept of corporate entrepreneurship or 

intrapreneurship is needed to increase the growth of 
MSME entrepreneurs. Rosabeth Kanter (Dhewanto, 
2013:7) Through the concept of corporate 
entrepreneurship or intrapreneurship within the 
company will be able to increase company revenue 
and be able to make the company survive in difficult 
economic conditions. 

According to the Law in Indonesia No. 20 of 
2008, article 38 paragraph 2 that, coordination and 
control of empowerment of Micro, Small and 
Medium Enterprises is carried out nationally and 
regionally which includes the formulation and 
integration of policies and programs, 
implementation, evaluation, and general control of 
the implementation of MSMEs empowerment 
including business partnership management and 
financing of MSMEs. 

The Medium Term Development Plan (RPJM) 
in the 3rd Indonesia (2015-2019) development of 
MSMEs is directed to strengthen overall 
development by emphasizing the development of 
economic competitive advantage based on available 
human resources, quality human resources and the 
ability of science and technology(Bapenas, 2015). 

 

3 RESEARCH METHOD 

This study uses a research and development 
approach (R & D)of qualitative  research. The 
method used is exploratory and evaluative method to 
identify various symptoms and root problems that 

occur in small dan medium enterpreneurs of 
inovations strategies and development of products 
milk etawa and palm sugar in Kebonharjo, 
Samigaluh, Kulonprogo Yogyakarta.Research 
procecessing with direct observations, interview, 
questionare and reference study. 

Data be collected from our respondents who 
were considered to be able to represent information 
and understand the problems by Small and Medium 
Enterprises in Kebonharjo, namely the village head 
(lurah) and several other village officials, head and 
secretaries of farmer groups, etawa goat milk 
breeders, palm sugar producers and activists of 
Small and Medium Enterprises in the regions. 
6 months of research implementation, starting from 
April to October 2018. This analysis is a 
development of our research that measures the level 
of innovation of etawa and palm sugar products in 
the same place. 

 

4 RESULT AND DISCUSSION 

Profile of Kebonharjo Rural Industry From 2017 the 
village report Kebonharjo Village, District 
Samigaluh, Kulon Progo Regency, the village 
revenue of Rp. 19,726,435, -, village funds Rp. 852 
526 000, -, tax-sharing and regional retribution Rp. 
38,453,744, village fund allocation of Rp. 709 770 
189, - aid kotaRp district. 195,000,000, and other 
income of Rp. 15,987,854, -so that the total income 
of the village of Rp. 1,690,387,081, -. The fund 
allocation is for rural development 61.2% (Rp. 
1,034,547,777, - the organization of village 
government, 32.7% to Rp. 553 101 398, -, fostering 
civic Rp. 73.53105 million, - as well as the 
empowerment of Rp. 29,206,856, -. 

Kebonharjo Village has considerable potential 
to become one of the villages that gives birth to 
SMEs with a characteristic of local wisdom. Of the 
10 hamlets in the village there are various kinds of 
products and concentrations of each hamlet's 
business. 
 
Table 1: Business Distribution in Kebonharjo 
Village 

No Sub-Village Business Category 
1 Jarakan Nature tourism, fishing, 

welding workshop 
2 Gowok Milk Etawa 
3 Kaliduren Palm sugar, contruction, 

local foods 
4 Dungsambuh Coconut fiber and local 

food 
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5 Kedunggupit goat breeders and 
construction 
Good 

6 Gebang bamboo, wood and coconut 
fiber craft. 

7 Pelem goat breeders 
8 Jeringan goat breeders and plant 

nursery 
9 Kleben plantations, vegetables and 

culinary 
10 Pringtali ecotourism and temple 
Source : Internal Data Kebonharjo, 2018 

 
The Kebonharjo government in 2017 has 

allocated a community empowerment fund of Rp. 
29,206,856, -. From the totalk it was used for the 
activities of the capacity of village heads, village 
officials and village consultative bodies of Rp. 
4,512,000, productive business and economic 
training activities Rp. 15,831,856, agricultural 
business training activities Rp. 1,910,000, 
entrepreneurship training activities Rp. 5,577.00, - 
and the capacity building activities of social 
institutions amount to Rp. 1,376,000. 

The large potential of the industry in 
Kebonharjo village also has several weaknesses 
which until now are still a major problem 
developing the industry in the countryside. Some of 
the fundamental weaknesses faced by business 
people in the village of Kebonharjo are that some 
people have not yet managed their business in total, 
how to produce which are still traditionally very 
traditional, geographic relative steep, lacking 
business motivation, depending on natural 
superiority, low capital, access distribution and 
marketing, substantive economic activities and 
community comfort in the natural comparative zone. 
 
Strengthening Business Institutions  
In the face of changing macroeconomic landscapes 
at the local, national and global levels, forcing each 
local government in Indonesia to begin reviewing 
their approaches and perspectives in managing their 
regions (Kertajaya dan Yuswohady, 2005:4). 
Strengthening business institutions in the regions is 
one of the important things to encourage innovation 
in MSMEs in enhancing regional competitiveness. 

The strategy to generate product innovation and 
competitiveness of SMEs in Kebonharjo Village, 
especially etawa goat milk and palm sugar, this 
study offers two (pillars) strategies, namely business 
institutional strategies and human resource 
development strategies. 

The business institutional strategy is based on 
the scope of SME business problems that range from 

the level of resistance to change, the perception of 
capital / capital, the delay in adapting to changes in 
the business environment and the attachment of old 
patterns in conducting business. So based on this 
problem the strategy to deal with internal changes in 
etawa goat milk farmers is to find and optimize the 
farmers' intellectual capital, integrate with the 
natural environment, culture and build a network of 
partnerships or cooperation on the right goals or 
targets in developing etawa goat milk business. 

In the business institutional strategy, we can see 
4 (four) main dimensions, namely internal change, 
environmental intellectual capital and business 
networks. Each of these dimensions can be 
implemented with concentrated goals as outlined 
below. 
a. Internal changes 

The strategy that can be applied to internal 
changes is that SME businesses in Kebonharjo 
Village must be able to respond to false 
opportunities. Relevant parties are needed, for 
example village government or programs run by 
educational institutions and experts to provide 
understanding of business opportunities, for 
example involving them in various scientific 
meetings or marketing and business management 
training programs. 

Through the program, the result is the 
motivation of SME entrepreneurs to move to carry 
out business activities in total so that 
entrepreneurs are not tempted by other types of 
businesses that are new to the trend or as if they 
have greater opportunities than the business 
currently being run. 

The second implementation is to provide 
learning to the younger generation or provide 
training and increase knowledge or share business 
experience with the younger generation. While the 
third strategy is that SME entrepreneurs both 
etawa goat milk and palm sugar must be able to 
determine their business performance standards. 
This is also a form of business vision that has a 
clear and measurable target. 

Overall, the institutional strategy on the 
internal change dimension aims for small 
businesses to focus on doing business, efficiency, 
creating sustainable businesses between 
generations, encouraging innovation, stimulating 
independence and stimulating increased 
production / productivity volumes. 

 
b. Intellectual Capital 

The government and the people of Kebonharjo 
Village must have sufficient intellectual capital, 
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that is, everything that is a non tangible or non-
physical asset and resource of an organization or 
business. 

The implementation of strategies that can 
stimulate the strengthening of intellectual capital 
is to increase knowledge and skills of human 
resources, strengthen organizational structure and 
organizational culture as organizational capital 
and accurate flow of information / communication 
as a form of information capital that is useful for 
business development. In addition, intellectual 
capital can also be done by adopting technology to 
stimulate creativity, productivity and compliance 
with applicable laws. 

Intellectual capital strategy targets that can be 
implemented by the Kebonharjo Village 
Government or those who have interests as far as 
possible are able to grow business professionals, 
improve mental and knowledge entrepreneurs, 
foster business motivation, business / product 
innovation, inspiration and open access to 
business opportunities, prioritize strong business 
visions and able to create a good organizational / 
business culture. 

In addition, the target of the success of the 
intellectual capital strategy can provide access to 
market expansion (marketshare), develop 
partnership strategies, strengthen and access 
capital, and encourage expertise in making 
appropriate business strategy decisions. 

The various strategies and target targets were 
carried out so that goat milk and palm sugar or 
other products in Kebonharjo Village were 
regional / market-based products. It takes business 
intelligence that is owned by businesses and 
governments to create various SME strategic 
targets. In the end, SMEs will be able to create 
products that have quality and value to meet 
customer desires so that they form a regional 
brand equity. 

c. Environment 
Environmental aspects are an important factor in 
the growth and development of business 
enterprises run by small communities, especially 
in the Village of Kebonharjo, Samigaluh, 
Kulonprogo. So that a strategy for environmental 
analysis is needed by understanding comparative 
advantage and the balance of the natural 
environment and socio-cultural environment. 

Understanding of comparative advantages 
reinforced by business ethics and the expected 
knowledge of targets in this environmental 
strategy can create a balance of nature / 
ecosystems, environmental care, sustainable 

regional development, local wisdom and strong 
social responsibility. 

d. Business Network 
Business network strategies can be implemented 
by collaborating to create quality, horizontal 
cooperation between SME entrepreneurs and or 
cooperatives and vertical cooperation. 

The implementation of these strategies is 
directed to the success of SMEs to create products 
that have quality standards, competitiveness of 
regional / distinctive products, business 
communities, business clusters, reduce operating 
costs. The strategic application of SMEs in 
Kebonharjo Village can create the image of 
regional brands as a means of competitiveness, 
foster marketing relationships, one village one 
product, be able to run supply chains, ensure 
continuity of availability of raw materials and 
expand market access both nationally and 
globally. 

 
Human Resource Development Strategy 
In enhancing the competitiveness of regional SMEs, 
the government and SMEs can implement the 
concept of human resource development strategies 
in 2 (two) key dimensions, namely the dimensions of 
continuous education and training. 
a. Education 

The education dimension is an important factor in 
strengthening and creating the quality of human 
resources (HR). The implementation of strategies 
that can be implemented in the education 
dimension is to improve the managerial 
capabilities of SMEs and business assistance and 
strengthen SME business strategies. 

The target of the implementation of the 
strategy is to increase management / managerial 
knowledge and understanding, sensitivity and 
skills in dealing with business problems and 
knowledge and understanding of new business 
strategies. Success in implementing strategies in 
the right dimensions of education can stimulate 
and bring forth business innovation and enhance 
business creativity. 

b. Training 
The training dimension is interrelated with the 
education dimension, where training emphasizes 
measurable skills for SMEs in the region. It takes 
parties who partner with the government or 
business people in implementing education and 
training strategies. Some implementations that can 
be implemented in training strategies are 
Incubator-based training, core competencies, 
needs-based training, cooperation-based, 
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professional training and the concept of two-way 
or participatory training. 

The target of this training is to improve 
competency, expertise, negotiation / 
communication, confidence and understanding of 
competency standards. Training must be carried 
out in a directed and continuous manner so that 
the implementation of the training is in accordance 
with the needs / on target to foster SMEs that are 
ready to compete with strong HR capacity. 

 
Education and training in business strategies for 

SMEs must also be able to form a broader network / 
market and establish strong SME partnership 
commitments with partner parties. The openness of 
SME business actors to the problems faced can 
encourage governments, institutions or private 
companies to implement training programs on target 
or effectively so that internal weaknesses can be 
strengthened comprehensively. Another goal of the 
training strategy is to increase the expertise and 
understanding of SMEs in the division of tasks or 
areas of cooperation that will be carried out in the 
concept of a win-win solution partnership. 

5 CONCLUSIONS 

Based on the description of conclusions as follows: 
1. The competitiveness of rural industries is 

enhanced through the implementation of 
strategies to strengthen institutions that support 
SME businesses and develop human resources 
appropriately and sustainably as needed 

2. Strengthening Strategy Business institutions can 
be focused on the dimensions of internal 
change, intellectual capital, the environment and 
business partnership networks.  

3. The HR development strategy can be carried out 
a strategy that focuses on the dimensions of 
education and training focused on the problems 
faced by SMEs in a sustainable manner. 

4.  It takes the role of the regional government, the 
central government, educational institutions or 
other parties to develop and empower 
communities in professional business activities 
as a means of competitiveness 
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Abstract: The purpose of this study was to study the effect of recruitment, competency and organizational 
commitment to the performance of DPR RI members. The research was conducted in Jakarta, and the data 
were analyzed by using path analysis method. The population of this research were 580 members of  DPR 
RI. The study found of the following: 1. There was positive direct effect on the recruitment to the 
performance; 2. There was positive direct effect of competency to the performance; 3. There was positive 
direct effect of organizational commitment to the performance; 4. There was positive direct effects of 
recruitment to the commitment; and 5. There was positive direct influence of competency to the 
commitment.

1 INTRODUCTION 

There are three types of power in Republic of 
Indonesia government; namely executive power, 
legislative power and judicial power. Executive 
power is to carry out or implement laws. Meanwhile, 
the legislative power is known as the House of 
Representatives of the Republic of Indonesia (DPR 
RI). Article 19, paragraph 1 of 1945 Constitution 
states that "members of the house of representatives 
are elected through general elections" (Undang-
Undang Dasar 1945). 

The house of representatives has a very 
important function in Indonesian government 
system. This can be seen in the 1945 Constitution 
Article 20A paragraph 1 which states "the house of 
representatives (DPR) have roles as legislative, 
budgeting, and supervisory". 

People demand the transparency and 
accountability of DPR duties since it has not been 
optimal in carrying out its functions. Members of 
DPR often prioritize their roles as supervision and 
budgeting rather than as the legislative, so the 
discussion of the Draft Law (RUU) is often very late 
and inefficient. In addition, while carrying out its 

supervisory, the DPR only provides criticism that 
shows reactive nature. The lack of optimal 
implementation of the roles and duties of DPR is 
because the system that regulates the duties 
mechanism of DPR members does not support 
effectiveness in carrying out its roles and duties. 
Therefore, in this period, DPR RI confronts public’s 
assessment which seems to be overthrown its roles 
and duties due to its inefficient performance. 

Furthermore, there are also problems with the 
recruitment of candidates for DPR. The pattern of 
recruitment of members of DPR plays an important 
role in the political system of a country, because the 
process determines members of DPR who will carry 
out their functions in country institutions. In this 
context, political parties that are chosen as members 
of DPR must have responsibility in finding the right 
leaders and in accordance with people aspirations. A 
modern country implies the involvement of political 
parties in the succession of national leadership. 
Thus, the system of recruiting prospective leaders 
(political officials) carried out by a political party 
determines the quality of leadership of a country. 
The competency selection of DPR members can be 
done when recruiting legislative candidates at the 
beginning of registration. However, in reality so far 
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they are still chosen by only considering electability 
factors rather than quality factors. In addition, there 
must be a strong commitment from every member of 
DPR, such as commitment on behalf of the people, 
obeying code of ethics and political ethics - such as 
discipline and obedience in carrying out their duties 
and roles, and attending meetings held by the DPR. 

In the effort to encourage the performance of the 
apparatus, it is necessary to pay attention to the 
factors that can influence it. Human is the main 
factor because human has thoughts, feelings, self-
esteem, social status and other needs. The success of 
an organization is not merely because it already has 
members with good and high competencies. 
However, it is also influenced by the commitment of 
the members themselves to work optimally using 
their abilities. With this commitment, the members 
of DPR will have passions to be able to do their 
roles and duties with all their capabilities. 

Commitment is something that plays an 
important role in improving someone’s duties 
because people who have a high commitment will 
do their best in completing their work as well as 
possible. If DPR members have political 
commitment, in the process of implementing the 
constitution will be based on the creation of 
supervision system and balance between high 
institutions of Indonesia. This commitment is 
increasingly felt as an important effort to produce 
DPR RI which is strong, productive, trustworthy, 
and authoritative in implementing its roles and 
duties as legislative, budgeting and supervisory. 
Organizational commitment is a condition where 
individuals have trust, attachments, and feelings of 
ownership of the organization so that individuals 
will prioritize the organization’s concerns rather 
than individual’s concerns. Organizational 
commitment is also a connection between 
individuals and organization so that individuals will 
have feeling of owning the organization they work 
in. Therefore, an organization which members have 
high organizational commitment will produce good 
performance to achieve organizational goals. 
Organizational commitment had positive and 
significant impact on its members’ performance. 
(Riaz Khan, et.al: 2010) 

DPR RI members must have organizational 
commitment that is related to a sense of 
identification (trust in organizational values), 
involvement (willingness to try as well as possible in 
the organization’s concerns) and loyalty (the desire 
to remain as member of the organization). As the 
public knows, before becoming members of DPR 
RI, they have diverse professions, for example, 
artists, retirees, entrepreneurs, athletes or from 
religious leaders. It is necessary to consider and 
question their commitment to DPR. There are three 

main elements in organizational commitment (a 
sense of identification, involvement and loyalty) that 
is a very important as based for its members to 
achieve success in carrying out their duties, so that 
good performance is created. Members who have a 
high commitment to the organization will improve 
their performance. Organizational commitment and 
member’s competency play an important role in 
their performance (Renyut, 2017). 

2 THEORICAL FRAMEWORK 

Every organization or company wants its members 
or employees to have the ability to produce a high 
performance. This is difficult because performance 
depends on the results of work that are tangible to 
the established work standards (Dessler 2002). Thus, 
performance focuses on the results of the members’ 
work. This means that performance is generated 
from the roles of a member on a particular job or the 
results of activities/ works for a certain period of 
time. The performance of an individual is influenced 
by four factors; which are: personal factor, including 
individual skills, competence, motivation and 
recruitment; quality leadership factor to give 
motivation, guidance and encouragement; work 
system and facilities factor provided by the 
organization; and situational factor including 
changes and emphasis from internal and external 
factors (Armstrong and Baron in Wibowo, 2014). 
Performance in carrying out its roles does not stand 
alone, but it is related to job satisfaction and reward 
rates, and also influenced by skills, abilities, and 
individual’s traits. 

Obtaining individuals who have best ability and 
quality is not easy. Therefore, many pathways are 
used to carry out political recruitment and selection. 
Several pathways that can be used in political 
recruitment and selection are: 
a. The coalition of parties or party leaders means 

parties coalitions are the most important part in 
political recruitment because most political 
agreements and appointments are adopted from 
the results of inter-party coalitions that play roles 
in a political sphere. This means that political 
recruitment is inseparable from the role of the 
party coalition. 

b. The recruitment path based on the abilities of 
groups or individuals means that this pathway 
becomes the basic criterion in recruiting 
someone because it is judged in various aspects 
and certain criteria, such as distribution of 
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power, skills that are in society, directly and 
indirectly benefiting political parties. 

c. The recruitment based on regeneration means 
that each party must select and prepare its 
members who are considered capable and 
competent in obtaining higher-level political 
positions and able to mobilize their political 
parties in order to give a big influence among the 
public/ community. 

d. The political recruitment based on primordial 
bonds. In this modern era, primordial recruitment 
is possible to happen in the politics world. This 
phenomenon occurs because of the close and 
strong kinship between individuals who have 
political positions so that they are able to transfer 
or give positions to their closest relatives who are 
considered capable in carrying out the duties. 
This phenomenon is known as "political 
recruitment based on primordial bonds (Asyifa, 
2017). 
 
Recruitment is a process in selecting to find or 

get someone who is expected to have competencies 
and abilities that are in accordance with the 
organization’s expectations and capable of carrying 
out the duties assigned. 

Competency in public and private organizations 
is needed especially to answer the demands of the 
organization, where changes are very rapid, the 
development of very complex and dynamic 
problems and uncertainty about the future in the 
order of life of society. For this individual 
competencies can be categorized into two, which 
consists of: 
1. Threshold competencies or minimum 

competencies, is basic competencies that must be 
possessed by a person/ individual, such as 
abilities to read and write. For example, a 
financial manager must have at least accounting 
or financial knowledge and expertise. 

2. Differentiating competencies, is a competency 
that differentiate a person/ individual with high 
performance or low performance with other 
employees, for example someone who has a high 
motivation orientation is usually considering the 
purpose beyond what is targeted by the company 
in working standards. For example, a salesman 
has more value if he/she can sell many products 
or a worker can produce more products in a day 
compare to the results of the work of others 
(Moeheriono, 2012). 
However, knowledge and skills competency is 

easy to be developed by adding education and 
training programs to employees who are still 

considered lacking in competency. While self-
concept competency, character and motives are in 
the iceberg personality, it is hidden so that it is quite 
difficult to develop. One of the most effective ways 
to find out is through psychologists by using tests or 
interviews. 

All behaviors of employees who are committed 
to the workplace related to the success of 
organization/ company (Steve, Jex and Britt, 2002). 
Therefore, managers of organizations/ companies 
need to pay attention to the performance factors of 
their members in order to improve performance 
especially to support the achievement of 
organizational success. For this reason, 
organizational commitment basically measures the 
compatibility between individual's own values and 
organizational beliefs (Boles, Madupalli, Rutherford, 
and Wood, 2007). So this organizational 
commitment describes the relationship between 
individuals and organizations; if individuals have 
high organizational commitment, then they will have 
loyalty, trust to the organization where they work. 
The success of a person or organization in carrying 
out a task or duty is often interpreted as work 
performance and productivity. 

3 RESEARCH METHOD 

This study used a quantitative approach, survey 
methods and path analysis techniques. The reason 
for choosing survey method was because it explains 
or describes the phenomenon being studied about 
several influencing variables in a path diagram. 
Therefore, the technique used is path analysis 
technique. 

In this study, the influencing variables were 
called exogenous variables, and the variables that 
were affected were called endogenous variables. 
There were four variables studied in this study, they 
were variable X1 (pattern of recruitment), variable 
X2 (competency), variable X3 (organizational 
commitment), and variable Y (performance) as the 
main endogenous variables. 

The study was carried out on members of the 
DPR RI at about 560 members, where each members 
of DPR had duties in each commission and as 
apparatus of the council, which was assigned by the 
faction. 

This research was conducted through the period 
of trial and data collection. The implementation of 
the instrument trial was started in January 2018. 
Data collection and processing were carried out from 
January to July 2018 in the office of DPR RI at 
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Wisma Nusantara building 1 and 2 located on Jalan 
Gatot Subroto, Jakarta. 

In order to determine the number of the study 
samples, the Taro Yamane formula was used to 
obtain the legitimacy of the generalization of the 
study population, within the formula (Riduwan and 
Akdon, 2006): 

 
Note: 
 
 

Hence, the numbers of study samples were 233 
members of DPR RI. The population of this study 
was homogeneous because they have the same 
educational background and status as members of 
DPR RI. The sampling technique used in this study 
was "simple random sampling". 

Before doing the hypotheses testing, path 
analysis requirements test was carried out. 
According to Murwani there are four characteristics 
or requirements, specifically: 1) Data for each 
variable is interval data. 2) The relationship between 

two variables is linear and additive. 3) The 
relationship between each of the two variables is 
recursive (different directions). 4) Residual variables 
do not correlate each other and also with variables in 
the system (Muwarni, 2004). Therefore, the 
requirement test carried out before conducting 
hypothesis testing were normality, linearity test and 
path analysis. 

4 ANALYSIS 

The analysis in this study was conducted within 
several statistical test requirements. The analysis 
testing that carried out were the normality test of the 
regression estimation error data, the significance test 
and the linearity of the regression and test model. 

This table was a summary of the basic data 
statistics on the research of central tendencies 
generated: 

 
Table 1: Statistical Data 

Central Tendency Value  X1 
Recruitment 

X2 
Competency 

X3 
Commitment 

Y 
Performance 

N Valid 233 233 233 233 

Missing 0 0 0 0 

Mean 2.1943 2.0330 2.2803 2.1079 

Std. Error of Mean 4.46131 4.67179 4.55754 4.44002 

Median 2.1800 2.0700 2.2700 2.1500 

Mode 157.00 131.00a 161.00a 170.00a 

Std. Deviation 6.80989 7.13118 6.95679 6.77740 

Variance 4.637 5.085 4.840 4.593 

Range 235.00 266.00 253.00 238.00 

Minimum 99.00 57.00 94.00 90.00 

Maximum 334.00 323.00 347.00 328.00 

Sum 5.11E4 4.74E4 5.31E4 4.91E4 
 
1. Normality Test 
The data used in formulating the regression model 
were required to meet the hypothesis that the data 
came from populations were normally distributed. 
The normality hypothesis was basically stated that a 
regression model must be normally distributed. The 
test the hypothesis in this study was conducted by 
testing the normality of the data from the five errors 
of research regression that estimate to be analyzed. 
From the results of testing the study sample was 
used to draw the conclusion whether the population 

observed was normally distributed or not. For 
normality testing, Lilliefors test was used. In this 
test, the error (sample) was firstly arranged 
according to the order of values, the standard  
number (Zi), frequency S (Zi), and the lowest 
frequency F (Zi) that were then determined by the 
differences between the lowest frequency and the 
real frequency of each error value . The absolute 
maximum price of the difference was called Lcount. 
The Lcount value is then compared with Ltable for 
the real level α = 0.05. 

n = N/(N x d2) + 
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If the value of Lcount ≤ the value of Ltable, then the 
estimated error data of Y on X came from the 
population with normal distribution. Conversely, if 
the value of Lcount > the value of Ltable, then the 
error data for Y for X was not from a normally 
distributed population. 
 
Table 2: Test Results of Regression Estimated Error 
Normality 

Regression 
Estimated 
Error 

N 
Lcou

nt 

Ltable 
Information α = 

0,05 
Y on X1 23

3 
0,02
5 

0,581 Normally 
distributed  

Y on X2 23
3 

0,03
3 

0,581 Normally 
distributed  

Y on X3 23
3 

0,05
3 

0,581 Normally 
distributed  

X3 on X1 23
3 

0,05
1 

0,581 Normally 
distributed  

X3 on X2 23
3 

0,03
1 

0,581 Normally 
distributed  

 
2. Test of Significance and Linearity of Regression 
The study hypothesis testing was conducted using 
regression analysis and correlation techniques. 
Regression analysis was used to predict the 
relationship model while correlation analysis was 

used to determine the level of influence between 
research variables. 

The initial stage of hypothesis testing was to 
state the influence of each exogenous variable on 
endogenous variables in the form of a simple 
regression equation. The equation was determined 
by using the result of data measurement which 
pairing exogenous variables with endogenous 
variables so that the regression equation model is the 
most suitable relationship. Before using the 
regression equation in order to draw conclusions in 
testing hypotheses, the regression models obtained 
were tested for significance and linearity by using 
the F test in the ANAVA table. Test criteria for the 
significance and linearity of the regression model 
were set as follows: 

Significant regression: Fcount > Ftable in the 
regression line 

Linear regression: Fcount <  Ftable in the tuna line 
matches 

The next step was to do correlational analysis by 
reviewing the level and significance of the 
relationship between pairs of exogenous variables 
with endogenous variables. 

The overall results of the significance test and 
regression linearity were summarized in the 
following table: 

 
Table 3: Test Results of Significance and Regression Linearity Test 

Regression Regression Equation 

Significance Test  Linearity Test  

Fcount 
Ftable 

Fcount 
Ftable 

α = 0,05 α = 0,05 

Y on X1 Ŷ = -7,369 + 0,994X1 
1.129
E5** 

3,882 
8,090
ns 1,42 

Y on X2 Ŷ = 18,524 + 0,945X2 
2.346
E4** 

3,882 36,45
9ns 1,42 

Y on X3 Ŷ = -9,314 + 0,965X3 
1.237
E4** 

3,882 1,741
ns 1,42 

X3 on X1 3X̂ = 5,374 + 1,015X1 1.701
E4** 

3,882 1,268
ns 1,42 

X3 on X2 3X̂ = 30,796 + 0,970X2 2.083
E4** 

3,882 1.518
ns 1,42 

 
3. Model Testing 
Based on the causal model formed theoretically, a 
path analysis diagram will be obtained and then the 
coefficient values are calculated for each path. 
Before the calculation was done to test the causality 
model by using the path analyst method, the research 

data was firstly tested and had fulfilled all the 
necessary requirements. 
One of the very important requirements that must be 
fulfilled was the existence of a significant 
correlation between related variables and to one 
another. The relationship that had been proven 
above had not concluded the occurrence of a causal 
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relationship between those variables. The data from 
the field that had been processed and completed the 
various required tests; hence the next step in testing 
the causality model was to conduct path analysis. 
 
Table 4: Test Results of the Correlation Coefficient 

Matri
x 

Correlation Coefficient  
X2 X3 Y 

X1 
r12 = 
0,993 

r13 = 0,995 
r14 = 0,999 

X2  r23 = 0,994 r24 = 0,995 
X3   r34 = 0,991 

Within the division of the two models, namely the 
first sub-structure model, and the second sub-
structure model, it can be explained that the path 
coefficient in the first sub-structure model was the 
path that connected the recruitment variable to the 
performance variable, the path that connected the 
competency variable to the performance variable 
and path which connected organizational 
commitment variables to performance variables. 

5 RESULTS 

The results obtained after conducting a model 
analysis that was used as a basis in answering 
hypotheses and drawing conclusions in this study. 
The results of the study data analysis on the effect of 
recruitment, competency and organizational 
commitment on the performance of members of 
DPR RI have been tested that the four hypotheses 
were submitted and examined at a significance level 
of α = 0.05 and at α = 0.01. Each path of exogenous 
variables towards endogenous variables had been 
tested for a positive direct effect. 

Explanation of the answers to these hypotheses 
can be described as follows: 
1. Positive Direct Effect of Recruitment on 

Performance 
The results of the analysis of the first hypothesis 
found out that recruitment had positive direct 
effect on performance. Based on this finding, it 
can be concluded that performance was directly 
influenced positively by recruitment. The better 
recruitment will result in improved performance. 

2. Competitive Positive Effect on Performance 
The results of the second hypothesis analysis 
found out that the competency had positive effect 
on performance. Based on this finding, it can be 
concluded that performance was positively 
influenced by competency. 

3. Positive Direct Effect of Organizational 
Commitment on Performance 

The analysis of the third hypothesis resulted that 
organizational commitment had direct positive effect 
on performance. Based on this finding, it can be 
concluded that performance was directly influenced 
positively by commitment. The increasing of 
organizational commitment will result in improved 
performance. 
4. Positive Direct Effect of Recruitment on 

Commitments 
The results of the fourth hypothesis analysis was 
that the recruitment had positive direct effect on 
organizational commitment. Based on this 
finding, it can be concluded that organizational 
commitment was positively direct influenced by 
the recruitment. The better recruitment will result 
in increasing organizational commitment. 

5. Positive Direct Effect of Competence on 
Commitments 
The fifth hypothesis analysis resulted that 
competencies directly influence positively on 
organizational commitment. Based on the 
findings, it can be concluded that organizational 
commitment was positively direct influenced by 
competence. Increasing competence will result in 
increasing organizational commitment.. 

6 CONCLUSIONS 

Based on the results of the analysis and discussion 
described previously, the conclusions of this study 
were as follows: 
1. Recruitment had a positive direct effect on 

performance. This means that the better the 
recruitment will result in increased 
performance. 

2. Competency had direct positive effect on 
performance. That is, the better the competency 
will lead to increase performance. 

3. Organizational commitment had positive direct 
effect on performance. That is, increasing 
organizational commitment will result in 
increasing performance. 

4. Recruitment had positive direct effect on 
organizational commitment. That is, the better 
recruitment will result in increasing 
organizational commitment. 

5. Competency had direct and positive effect on 
organizational commitment. That is, increasing 
competence will result in increasing 
organizational commitment. 

UNICEES 2018 - 1st Unimed International Conference on Economics Education and Social Science

728



 

REFERENCES 

Arends, R. I. (2008) LEARNING TO TEACH (Belajar 
Untuk Mengajar) Buku Dua. Jogyakarta: Pustaka 
Pelajar. Available at: http://buku-rahma-
detail.blogspot.com/2011/11/learning-to-teach-
belajar-untuk_27.html. 

Boyatzis, R. E. (2008) ‘Competencies in the 21st century’, 
Journal of Management Development. Edited by R. 
Boyatzis. Emerald Group Publishing Limited, 27(1), 
pp. 5–12. doi: 10.1108/02621710810840730. 

Center, P. P. R. (2010) ‘21 st Century Skills for Students 
and Teachers’, Journal Research & Evaluation, pp. 
1–25. 

Dick, W., Carey, L. and Carey, J. O. (2005) The 
systematic design of instruction. Pearson/Allyn and 
Bacon. 

Dole, S., Bloom, L. and Kowalske, K. (2015) 
‘Transforming Pedagogy : Changing Perspectives 
from Teacher-Centered to Learner-Centered The 
Interdisciplinary Journal of Problem-based Learning 
Transforming Pedagogy : Changing Perspectives 
from Teacher-Centered to Learner-Centered’, 
Interdisciplinary Journal of Problem-based 
Learning, 10(1). Available at: at: 
https://doi.org/10.7771/1541-5015.1538. 

Hung, W. (2009) ‘The 9-step problem design process for 
problem-based learning: Application of the 3C3R 
model’, Educational Research Review, 4(2), pp. 
118–141. doi: 10.1016/j.edurev.2008.12.001. 

Majid, A. and Rochman, C. (2015) Pendekatan Ilmiah 
Dalam Implementasi Kurikulum 2013. Bandung: 
Remaja Rosdakarya. 

Permendiknas (2007) ‘Permendiknas No. 16 Tahun 2007, 
Tentang Standar Kualifikasi dan Kompetensi Guru’. 

Rusman (2011) Model-model pembelajaran: 
mengembangkan profesionalisme guru. Rajawali 
Pers/PT Raja Grafindo Persada. 

Sani, R. A. (2014) ‘Pembelajaran saintifik untuk 
implementasi kurikulum 2013’. Bumi Aksara. 

Slameto (2003) Belajar dan faktor-faktor yang 
mempengaruhi. Jakarta: Rineka Cipta. doi: 2003. 

Tarmizi, R. A. and Bayat, S. (2010) ‘Effects of problem-
based learning approach in learning of statistics 
among university students’, Procedia - Social and 
Behavioral Sciences, 8(5), pp. 384–392. doi: 
10.1016/j.sbspro.2010.12.054. 

Trianto (2010) Mendesain ModelMendesain Model 
Pembelajaran Inovatif Progresif. Jakarta: Kencana. 

 

Effect of Recruitment, Competency and Organization Commitment to Performance of the Indonesian Parliement Members Period
2014-2019

729



Medicine and Consumer Goods Supply Management Design to 

Reduce Stockout and Days of Inventory in PT. XYZ 
 

Monica Linawati 
Master of Management, Universitas Airlangga, Surabaya, Indonesia 

monica.linawati-2016@feb.unair.ac.id 

Keywords: ABC Analysis, Stockout, Fishbone Diagram, Inventory Management, days of Inventory 

Abstract: Stockout and overstock are the trigger factors for increased costs. Overstock will result in a waste in the cost 

of savings and a high Days of Inventory (DOI), but if the inventory is low, there will be a potential loss of 

opportunity for profit if the actual demand is greater than the estimated inventory and trigger customer 

disappointment.This study was an observational (non experimental) study. Medicine and consumer goods 

inventory management planning conducted ABC analysis to find out the products that become classes A, B, 

and C. Class A products are forecasted using exponential smoothing method for product needs in 2019 and 

calculated EOQ and ROP. Interviews were conducted with informants regarding the current inventory 

management system. The root cause of the stockout is analyzed using fishbone diagrams. From the results 

of fishbone analysis and interviews that have been carried out on informants, it is known that: 1) lack of 

communication with marketing; 2) making stock estimates is not according to needs; 3) no planned sales 

average; and 4) there is no coordination between the planner, marketing, and warehouse. 

1 INTRODUCTION 

Good planning needs to be done so that the 
inventory level has maximum benefits. Overstock 
requires large funding, and conversely the stockout 
can have a consequence on customer disappointment 
with the company which can have an impact on 
customer loss and a decrease in company revenue. 

At present competition takes place not only 
between companies, but also competition between 
supply chains. The company does not only compete 
in products and services, but corporate competition 
already involves competition in acquiring material 
goods from suppliers, competition in obtaining 
resources and services in transportation, 
warehousing, and finished goods distribution 
systems that can reach customer or market access as 
wide as broad. 

Key activities in SCM include: mapping of 
customer needs and unmet demand to determine 
sales and production forecasting, fulfilling sales 
orders, vendor management, warehousing and 
inventory, managing transportation and distribution, 
managing accounts payable and receivable, and 

managing cash inflows and outflows (Jacobs & 
Chase, 2018). 

Inventory management is a branch of business 
management that focuses on planning and 
controlling inventory, which is a critical issue of 
logistics management for most companies, both 
large, medium and small companies. Logistics is all 
about managing inventory, whether moving or 
stationary in the warehouse, in the form of finished 
products or raw materials. The Bill of Rights from 
logistics is "Sending the right product to the right 
place, at the right time, the right number and 
conditions, and at the right cost (Goldsby & 
Martichenko, 2005). Therefore, effective inventory 
management is needed to make that happen. 

The challenge in managing inventories is to 
balance supply and demand. PT. XYZ is a 
distributor in Sidoarjo that distributes medicine and 
consumer goods. The company has difficulty 
adjusting supply to customer demand efficiently, 
where there is a high stockout and Days of Inventory 
(DOI) in the business. Every time there is a stockout, 
then an additional order is submitted, and a long 
DOI item will remain in the warehouse until there is 
a sales request, there are even products that have 
never been sold until they wait to expire to be 
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returned to the center. Figure 1 shows the number of 
additional orders at PT. XYZ to suppliers. 
 
 
 
 
 
 
 
 
 
 
 
Figure 1: Additional Orders from 2015 to May 2018 
 

Additional order requests from the data above 
are not always fulfilled, so that the stockout event 
still occurs and ends in the occurrence of potential 
shortages in the company, one of which is the non-
fulfillment of Purchase Order. This can have a 
negative impact on the company, where there are 
many complaints because the amount of empty stock 
does not fit the needs, and can result in the loss of 
sales sales due to customer disappointment. The data 
in table 1.1 shows the number of Purchase Orders 
that are not met every month at PT. XYZ from 2016 
to November 2018. 
 
Table 1: Number of Purchase Order Not Fulfilled. 

Month  Year  

 2016 2017 2018 
January NA 627 166 
February NA 689 203 
March NA 685 196 
April NA 555 264 
May NA 438 222 
June 282 197 146 
July 551 227 253 
August 745 275 168 
September 706 358 248 
October 783 243 217 
November 837 185 157 

December 607 232 - 

 
Based on the background above, the problem in 

this study is to evaluate the current inventory 
management system and explore the root causes of 
the large number of stockouts and high Days of 
Inventory based on fishbone diagram, and design an 
optimal inventory management system based on 
Economic Order Quantity (EOQ) method and ABC 
classification at PT. XYZ. 
 

2 METHODOLOGY 

This research was conducted in the logistics 
department of PT. XYZ in November-December 
2018. This study is observational research (non 
experimental) by analysis root cause of stockout and 
high Days of Inventory using fishbone diagram and 
interview to informant, ABC analysis, and 
forecasting class A results of ABC analysis. 

In-depth interviews were conducted to strengthen 
the results of the analysis and dig deeper into the 
causes of the large number of stockouts and high 
Days of Inventory assisted by fishbone diagrams. 
Fishbone diagrams are used to trace the causes so 
that they can be expected as managerial aspects and 
suggestions to the management of PT. XYZ. 

ABC classification divides inventory items into 
three groups: high value volumes (A), moderate 
volume values (B), and low value volumes (C), with 
volume value categories mapped into strategies that 
are appropriate for that category. The purpose of 
ABC classification is to try to separate the important 
from the unimportant, and to establish the 
appropriate level of control over each item. 

Unit of analysis that will be examined in this 
study are sales data, warehouse and corporate 
purchasing department. The unit of analysis of a 
study can be in the form of individuals, groups, 
organizations, objects, regions and certain times in 
accordance with the focus of the problem (Kothari, 
2004). 

The research design used in this study is 
descriptive, explaining how the phenomenon of 
problems faced in inventory management at PT. 
XYZ to be able to answer research questions, and 
then provide a design solution. 

The data sources used in this study come from 
primary data and secondary data. Primary data is 
data from the process of observation and direct 
interview with the Finance Supervisor and 
Marketing Supervisor. Interview questions use a list 
of questions assisted with recording devices as 
documentation. The search for the high number of 
stockouts and Days of Inventory is done using 
fishbone diagrams. Secondary data is obtained from 
the supporting document study process at PT. XYZ. 

3 RESULT AND DISCUSSION 

3.1 Fishbone Analysis 

Fishbone analysis is a great tool to go inside and 

finding out the root cause of stockout. Based on the 

results of observations and interviews, fishbone 

analysis are shown in figure 1. 
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Figure 1: Fishbone analysis 

 

In this research, the main problems of PT. XYZ 

is a high stockout and Days of Inventory. Overstock 

requires large funding, and conversely the stockout 

can have a consequence on customer disappointment 

with the company which can have an impact on 

customer loss and a decrease in company revenue. 

PT. XYZ is a pharmaceutical distributor, with 

supply chain services consisting of inventory 

management, ordering, inventory storage, shipping, 

order acceptance, information systems, and all other 

processes so that activities can run smoothly. Second 

fishbone analysis alongside the Why-Why analysis 

will reveal the reasons. 

 

3.1.1 System Problems 

Having a computerized system and using it properly 

is one of the supporting factors in the inventory 

management system. PT. XYZ revealed that one of 

the causes of goods vacancies was due to the 

unavailability of a system for inventory control, so it 

was still manual by conducting one-on-one checks 

by the personnel on duty. Another reason is to 

upgrade to a more call system that requires high 

costs, therefore PT. XYZ has not been able to catch 

up in the technology field and lags behind in 

competition with other distributors. 

 

 

 

3.1.2 Process Problems 

The process of inventory management management 

of PT. XYZ revealed a number of problems, namely 

because of the large amount of inventory that must 

be managed, but done manually causing frequent 

stockouts and overstocks. Estimated stock 

requirements are made more than demand and vice 

versa, this is due to the absence of sales plans. Poor 

execution of this process also stems from causes 

such as the wrong ordering system and high costs. 

PT. XYZ also has many suppliers and high lead 

times, which can also worsen the frequent 

occurrence of stockout cases. 

 

3.1.3 Procedure Problems 

Every company must have a procedure in carrying 

out an activity so that it runs correctly and 

accordingly. Ordering procedure at PT. XYZ must 

be done through the Center distribution of PT. XYZ 

first, so that the lead time becomes longer, because 

there are several factories whose locations are the 

same as PT. XYZ, but must be sent to the Center of 

PT. XYZ first in Jakarta. There are also many 

routine allocations every month from the distribution 

center, and this affects the amount of inventory.  

If the current stock is low, but the demand is 

greater then it creates additional orders, and impacts 

on the vacuum of goods, and vice versa, if the 

current stock is still sufficient due to small demand, 

but coupled with routine allocations, the stock will 

accumulate and make days of inventory long. 

PT. XYZ also has a routine activity called 

'closing day', which is the pursuit of turnover so that 

it can be reached, every end date of the month, 

before changing tomorrow (already changing 

months). The phenomenon that is often faced is to 

close the turnover, suddenly there is a surge in 

demand, where the existing stock is insufficient, so 

there is a 'goib' item, where the stock can increase 

first, but new items will be sent that day. 

 

3.1.4 Human Resource Problems 

Human resources must be well motivated and 

directed according to the company's vision and 

mission. Human resources at PT. XYZ is enough for 

now, but the lack of skills in inventory management 

is something that has a negative impact on the 

company's process flow. The company is still 

manual in checking the stock so that more time is 

needed in reviewing the number of available stocks.  

The lack of time to review this stock is also one 

of the obstacles. In determining the estimation of 

stock requirements based on information from 

informants, there is no coordination and 

communication between the planner, warehouse, and 

marketing. The planner also has no reciprocal 

relationship with the supplier, so he does not know 

whether the order that has been made has been 

received, the stock at the supplier is there/ not, and 

whether it has been sent/ not. After the goods 

vacuum occurs, then PT. XYZ pursues suppliers. 

 

3.1.5 Product Problems and Prices 

Based on information from informants, so far the 

inventory management system at PT. XYZ has never 
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been classified based on ABC analysis. The budget 

allocation for drug supplies is not too calculated, so 

there is a lot of empty stock and then making 

additional orders, which can actually increase the 

cost for the company. The existence of a 'retail last 

bite' program also sometimes causes the number of 

orders to jump suddenly to suppliers and causes 

excess stock and warehouse capacity to overload / 

insufficient. 

 

3.2  Solutions From Fishbone Analysis 

There are several reasons of stockout in PT. XYZ. 

Here are some solutions to help PT. XYZ for 

improving their supply management. 

 

 

 

3.2.1 Solution to System Problems 

To overcome system problems, PT. XYZ can 

upgrade the system so that it has a program as a 

'reminder' of what stock is left, and when is the right 

time to reorder. So the system does not only function 

as a note taker and see what the final stock is, then it 

is checked manually, but it can also be used as a 

reminder of the remaining existing stock. The 

electronic system will be able to solve the problem 

of shortages and excess stock, and also the wrong 

ordering process. 

 

3.2.2 Solution to Process Problems 

To reduce and resolve process problems, PT. XYZ 

can supply contracts with suppliers, so there are 

clear agreement terms and commitments that must 

be fulfilled between PT. XYZ and suppliers. The 

supply of the contract can determine the lead time 

agreement that must be maintained, so that long lead 

time problems can be prevented by ordering earlier. 

With an earlier booking, the stock will arrive on 

time and there will be no stockout and backordering. 

Backordering can trigger customer disappointment 

and potential loss of sales / sales. 

Estimates of fewer stock requirements than 

demand can be prevented by coordinating in 

advance between warehouses, marketing, and 

planning, so that better forecast results are obtained, 

not just on intuition. Another method that can be 

used is using the forecast method selection that is in 

accordance with the pattern of PT. XYZ. 

 

3.2.3 Solution to the Procedure Problem 

Procedure problems are the main key 

problem in management. The wrong initial 

procedure will make the whole series not smooth, 

and need to be resolved immediately. The procedure 

where the goods must go through the central 

distributor first, even though it should be closer if 

from the factory directly to PT. XYZ should only be 

done administratively, so that the achievement of 

lead time is shorter and the cost estimation is lower, 

because there does not have to be a factory cost to 

the central distributor PT. XYZ first, then the 

Distribution Center sends to PT. XYZ. Also, there is 

no safety stock at PT. XYZ. So when the stock is out 

of stock, then planner make an additional orders, so 

in this study provides a design of inventory 

management for the management of PT. XYZ for 

optimal inventory. 

 

 

 

3.2.4 Solution to Human Resource Problems 

Human resource is the blood of business life 

 

and it is very important to motivate and maintain it 

so they are on the right track. To solve employee 

problems, PT. XYZ can conduct comprehensive 

training in the right way. Good comunication and 

coordination between the marketing, warehouse, and  

purchasing also need to be done to determine about 

each other's responsibilities. Every time planner will 

make a purchase plan there should be good 

communication and coordination so that there is a 

clear estimation of sales requirements in the amount 

and how much stock is currently in the warehouse. 

 

3.2.5 Solution to Product Problems and Prices 

Based on information from informants, PT. 

XYZ has never done inventory classification based 

on ABC analysis. ABC analysis can be used to 

classify which products are more important and have 

a greater investment value so that they do not sit 

quietly in a warehouse and make a high Days of 

Inventory. 

PT. XYZ also has many products that check it 

manually, so that proper forecasting is needed so 

that stockouts don't occur frequently. Better 

forecasting means lower safety stocks and higher 

levels of availability. It also means a reduced 

exposure to excess and obsolete stock risk (a large 

contributor to holding cost of stock). 

 

3.2.6 Solution to Supplier Problems 

PT. XYZ there should be a supply contract with the 

supplier, so that there are clear agreements regarding 

lead time, supplier response, and other agreements. 

A close relationship with supplier is crucial. When 

supplier lead times are reduced below the required 

lead time, it’ll help remove the requirement to hold 
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much stock, especially consumables. Cutting lead 

times in half will reduce safety stocks by about 30% 

for the same availability. 

Unreliable supply is one of the reasons for 

holding safety stocks. If delivery is guaranteed on 

the due date then safety stock can be reduced what's 

needed to cover common-cause variability. A good 

start is sharing demand, forecast and stock positions 

with suppliers. When there’s heightened 

transparency of information throughout the supply 

chain it’ll improve reliability and mitigate 

Bullwhip/Forrester effects. 

 

 

 

3.3 Inventory Level as an Effort To Minimize 

Stockout 

In minimizing stockout cases, we need control over 

demand. the control applied by the company is to 

use inventory level. Inventory level is a safety stock 

that must be on that day to anticipate a surge in 

demand the next day. Inventory or level stock is 

used as an effort to anticipate high demand so 

companies don't have to worry about shortages of 

stock. 

The stock level for suppliers is needed as an 

effort to optimize the order purchase costs related to 

minimum orders applied by suppliers. 

Considerations in installing stock levels to suppliers 

include lead time, condition of goods, quality, and 

others. 

 

 

3.4 Inventory Optimization Using ABC Analysis 
The researcher obtained data on the recording of 

demand and purchase prices in the period January-

November 2018 totaling 469 products. A total of 

469 products are grouped based on ABC analysis of 

investment value. According to the results of the 

interview, PT. XYZ has never done ABC analysis to 

help in product inventory management systems. 

Drug products and consumer goods are grouped 

based on the cumulative percentage of investment 

value. Products with a cumulative percentage of up 

to 70% are group A, 70-90% are group B, and 90-

100% are group C. 

 

Table 2: Result of ABC Analysis 

Class Investment Perce Total Perce 

 Amount (IDR) ntage 

Produ

ct ntage 

A 31,483,513,143.00 70,4% 51 10,9% 

B 8,751,119,247.00 19,6% 78 16,6% 

C 4,467,926,887.00 10,0% 

34

0 72,5% 

Total 44,702,559,277.00 100% 

46

9 100% 

 

From the calculation of ABC analysis, the value 

of investment is obtained by the results of group A 

with an investment amounting to 70.4% of the total 

investment consisting of 51 products which is equal 

to 10.9% of the total product. Group B investment 

amounted to 19.6% of the total investment and 

consisted of 78 products which amounted to 16.6% 

of the total product. Group C with a minimum 

investment of 10.0% of the total investment, 

consisting of 340 medicinal products and consumer 

goods, which amounted to 72.5% of total products. 

 

 

3.5 Dynamic Inventory Approach To Minimize 

Days on Inventory 

High Days of Inventory is a result of overstock that 

cannot be controlled and a waste with a considerable 

amount of expenditure. Until now, eliminating the 

risk of overstock up to 100% is not possible, given 

the fluctuating customer demand can cause the 

Purchase Order issued by the customer to be much 

smaller than the forecasting that the company had 

previously done. 

For close suppliers, companies are still easier to 

make delays or order cancellations. different from 

outside island suppliers, considering the lead time is 

very long, which is one to two weeks, so the goods 

still come to the company without further processing 

due to the absence of requests again. based on this, 

the risk of a stockout will always be there and 

difficult to eliminate. 

After conducting an analysis to find the root 

cause of the case of high stockout and Days of 

Inventory, then a proposed improvement is 

formulated which can be an alternative action that 

can be taken in reducing the occurrence of this 

stockout case. Approach to dynamic inventory by 

considering uncertainty in demand can be 

considered to be applied in minimizing high 

stockouts and Days of Inventory. 

This policy is characterized by the parameters of 

the reorder point and number of orders. The ordering 

point is the same as the total forecasting and the 

maximum number of forecasting uncertainties 

during the + 1 period lead time for a service level 

cycle target. While the safety stock equals the 

maximum number of forecasting uncertainties 

during the protection interval. The point of reorder 

and the number of orders can be determined by the 

following equation: 

 
EOQ = √2 (% ℎ /100 ) 
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3.6  Limit Analysis 

This study is limited to internal logistics inventory 

management PT. XYZ in November - December 

2018, does not reach the external supply chain 

network. Research focus on the categories of all 

products distributed. Historical data used is in the 

period January to November 2018. 

4 CONCLUSIONS 

Stockout is never a pleasant incident for the 

company, it is even less so for those responsible for 

it. Retailer company as PT. XYZ suffer huge losses 

every year because of empty shelves and potency of 

disappointed customers. Damaged reputation and 

customer loyalty, decreased impact of promotions, 

and higher costs for re-ordering all again. 

The fishbone diagram and analysis was very 

innovative and efficient way of resolving key issues 

of the organizations. This research reveals that the 

root causes of frequent stockouts at PT. XYZ is (1) 

lack of communication and coordination between 

planner, marketing, and warehouse, (2) no sales 

plan, and (3) estimation of stock requirements that 

are less than demand and vice versa (planning does 

not match reality) . 

This research also provides some solutions for 

resolving those problems. If PT. XYZ can apply 

supply management design and undertake those they 

can get rid of the ongoing problems of stockout and 

strive forward for optimal inventory level. 
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Abstract: The purpose of this study is to explore Medan City-Indonesia Micro, Small, and Medium Enterprises 
(MSMEs) persistence based on their capital structure behavior, business strategy, and business operational. 
Most literature in SMEs envisage lack of capital is the most severe constraint for SMEs survival and 
growth. Furthermore, trade-off and packing theory are commonly used to explore SMEs behavior toward 
how they seek new capitals. This study conducted from 1st of August 2018 until 15th of October 2018 
which used primary data through in-depth interview which used questionnaire to capture the characteristics 
of Medan Indonesia MSMEs capital structure behavior, business strategy, and business operational that 
describe their persistence. The research population was targeted all MSMEs that operate in 33 districts of 
Medan, Indonesia and cluster sampling (area sampling) is used as the study sampling method which come 
out to 21 districts are selected as the sampling area that lead to 530 MSMEs as the research respondents and 
covers a period of 2017 to 2018. Descriptive analysis is used with SPSS 18 as the study tool of analysis. The 
result showed that 72.8 percent in 2018 Medan MSMEs did not apply for new capital such as debts and 
equities. Moreover, data from finance retainment indicates that the proportion of retain in finance was at 
62.6 percent which indicate most of Medan MSMEs used their own retain on earning for operating their 
business. Furthermore, debts retained were at 61.1 percent which was higher than retain on equities at 56.4 
percent. Therefore, this empirical evidence of persistence through analysis of descriptive statistics shows 
that Medan MSMEs capital structure behavior were highly consistent with packing order theory. Moreover, 
it showed that financial measures, focus on cost, focus on product quality, and focus on innovation are the 
main characteristics of Medan MSMEs business strategy. Furthermore, it showed that Medan MSMEs 
operational were mostly characterized by the used of small number of employees that account from using 1-
5 employees and operate less than 5 years. 

1 INTRODUCTION 

One crucial part of SMEs is persistence in doing 
business because for those who has persistence 
meant that they have optimism (Adomako, et al., 
2016). Studying aspects on SMEs persistence has 
been attention-grabbing for most of researchers that 
focusing in SMEs, namely: persistence of product 
and process innovation on employment growth 
according to the size of the firms (Triguero, et al., 
2013), persistence of SMEs investment in research 
and development and growth (Ma´n˜ez, et al., 2015; 
Deschryvere, 2013; Ahn, et al., 2017), persistence of 
SMEs performance (Serrasqueiro & Nunes, 2008), 

and persistence SMEs on performing Business 
Excellence (BE) model (Sternad, et al., 2017). 
However, there are unseen studies that focus on the 
SMEs persistence based on their capital structure 
behavior, business strategy, and business 
operational, especially at the fourth biggest city in 
Indonesia which is the capital city of North 
Sumatera, Medan (WIKIPEDIA, 2018). This paper, 
therefore, introduces a descriptive exploration of 
Medan MSMEs in doing business which based on 
capital structure behavior, business strategy, and 
business operational that operate at Medan, 
Indonesia. 
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All business such as SMEs, firm long-term 
investment is the blood in running or persistence the 
business game which is called as firm capital 
structure. Capital structure behavior on SMEs is 
distinctly difference than those in large company, 
this is because SMEs financing exhibits considerable 
contrast when compared to large enterprises which 
point out finance theory is not established with the 
small business in mind Ang in (Daskalakis, et al., 
2017).  Study which have been done by Matias & 
Serrasqueiro (2017) that examined the behavior of 
11.016 Portuguese SMEs and conclude that 
Portuguese SMEs capital structure differs across 
regions with the impact of firm size, age, 
profitability, asset structure, and growth on firm 
debt. Furthermore, Burgstaller & Wagner (2015) in 
their study on 470 SMEs that classified as family 
firm revealed that debt is relatively prefer rather than 
other external capital injection to the company, 
whether the family firm controlled by founders or 
not. Hence, most studies conclude that the capital 
structure behavior of SMEs are highly consistent 
with packing order theory (Daskalakis, et al., 2017; 
Matias & Serrasqueiro, 2017; Burgstaller & Wagner, 
2015; Xiang & Worthington, 2015; Xiang, et al., 
2015). 

Most strategic studies focus on large enterprises 
such as competitive strategies and strategic groups 
(Parnell, et al., 2015). Study on Australia SMEs 
business strategy, Xiang & Worthington (2015) 
reveals that SMEs that focus on innovations are 
more likely to obtain debt. Moreover, longitudinal 
study of internalization strategy on Canadian SMEs 
Sui & Baum (2014)  reported that no single strategy 
is superior however internalization strategy 
moderates to Canadian SMEs survival as the relative 
important of resources. Moreover, in a time of crisis 
KOSSYVA, et al., (2014) suggest that co-opetition 
could be an applicable business strategy for SMEs. 

There are many studies that focus on supply 
chain management and information system which 
are considered as two important application in 
optimization of firm outcome performance. 
Comparative study on Turkey and Bulgarian SMEs, 
Tatoglu, et al., (2015) shows that supply chain 
management and information system positively 
influence SMEs operational which Turkey SMEs 
had higher application on supply chain management 
rather than Bulgarian. Furthermore, Yadav, et al., 
(2018)  conducted simultaneous equation modelling 
to analyze lean implementation toward operational 
performance of 425 Indian SMEs which reveals that 
operational performance of Indian SMEs are 
positively related to lean implementation. 

This paper used Xiang & Worthington, (2015) 
key explanatory variables in explaining Medan 

MSMEs capital structure behavior, business 
strategy, and business operational. 

 

2 THEORICAL FRAMEWORK 

Theory and mechanism toward combining debt and 
equity to financing business activities with a 
systematically approach is called capital structure 
theory (Ross, 2018). Moreover, Xiang & 
Worthington, (2015) find evidence that Australian 
SMEs financial behavior could be explained by 
packing order theory and agency cost theory of 
capital structure theory. Evidence from SMEs at 
Portugal peripheral region through LSDVC dynamic 
estimator Serrasqueiro & Caetano, (2015) conclude 
that the most profitable and oldest SMEs resort less 
to debt, which verify the forecast of Packing-Order 
Theory, while SMEs with greater size and resort 
more to debt verify the forecast of Packing Order 
Theory and Trade-off Theory.  

Modigliani and Miller introduce Trade-off theory 
or static trade-off theory which states that a 
company could lower its weighted average cost of 
capital through capital structure with debt over 
equity with assumption of debt payments are tax 
deductible and debt financing is initially cheaper 
than equity financing (Tarver, 2018). Moreover, a 
company should favor to finance itself first 
internally through retained earnings, however, if this 
source of financing is unavailable then finance itself 
through debt and if it not enough then as a last 
resort, a company should finance itself through the 
issuing of new equity (Tarver, 2018; Zoppa & 
McMahon, 2002; Zeidan, et al., 2017).Therefore, 
these two theories are emphasizing which sources of 
capital that a company favor most. 

Applying a specific action through generate a 
plan to achieve a specific goal is called a strategy 
(Charles, 2018). There are some specific strategies 
in understanding product strengths, adjusting price, 
or acquiring another business of SMEs such as, 
namely, growth strategy, product differentiation 
strategy, price-skimming strategy, acquisition 
strategy (Suttle, 2018). Furthermore, Leonard (2018) 
presents five types of business strategy in order to 
satisfy customer needs, explicitly, cost leadership, 
differentiation, focus low cost, focus differentiation, 
and integrated low cost/differentiation. In 
conclusion, a strategy is used by businesses is to 
ensure sustainability of company growth and 
generate money could be established. 

Business operational is defined as everything that 
occur within a company to maintain it operation and 
earning money (Shopify Inc [CA], 2018). 
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Furthermore, there are four business operation to 
consider, namely, process, staffing, location, and 
equipment or technology (Shopify Inc [CA], 2018). 
Moreover, Lacoma (2018) concludes that there are 
four keys elements of business operation, explicitly, 
supply, efficiency, reliability and adaptability, and 
quality control. 

This study refers to the study of Xiang & 
Worthington (2015) key explanatory variables, 
which capital structure behavior regarded from 
applied for additional finance (FINA), applied for 
additional debt finance (DEBT), applied for 
additional equity finance (EQUI), availability of 
finance (AFINA), availability of Debt (ADEBT), 
availability of equity (AEQUI). Moreover, in seeing 
business strategy, viewed from focus on financial 
measures (FOCUF), focus on cost measures 
(FOCUC), focus on operational measures (FOCUO), 
focus on quality measures (FOCUQ), focus on 
innovation (FOCUI), focus on human resources 
(FOCUH), and acquired written business strategy or 
written business plan (PLAN). Furthermore, 
business operational refers to no employee 
(SIZE01), 1-5 employees used (SIZE02), 6-20 
employees used (SIZE03), less than 5 years business 
operate (AGE01), operate 6 – 20 years business 
operate (AGE02), operate more than 20 years 
(AGE03), doing an export of its goods or services 
(EXP), doing an importing of goods or services 
(IMP). 

In this sense, the study seeks answers to the 
following questions: 
1. What percentage of Medan MSMEs applies 

additional finance (FINA), debt (DEBT), and 
equity (EQUI) in 2018? 

2. What proportion of Medan MSMEs has the 
availability of finance (AFINA), debt 
(ADEBT), equity (AEQUI)?  

3. What percentage of Medan MSMEs that focus 
on financial measures (FOCUF), cost measures 
(FOCUC), operational measures (FOCUO), 
quality measures (FOCUQ), innovation 
(FOCUI), human resources measure (FOCUH), 
and acquired written business strategy or written 
business plan (PLAN)? 

4. What proportion of Medan MSMEs on their 
operational measures which refers to no 
employee (SIZE01), 1-5 employees used 
(SIZE02), 6-20 employees used (SIZE03), 
operate less than 5 years (AGE01), operate 6 – 
20 years (AGE02), operate more than 20 years 
(AGE03), doing an export of its goods or 
services (EXP), doing an importing of goods or 
services (IMP)? 

 

3 RESEARCH METHOD 

This study is descriptive exploration research that 
used descriptive statistics analysis which conducted 
through in-depth interviews via questionnaire which 
based on the study of Xiang & Worthington (2015). 
Targeted population is 751 Medan MSMEs that has 
been recorded by the government of Medan City 
through all in 33 districts in 2018. This research 
used cluster sampling method which picked 21 
districts randomly as the sampling area and about 
530 Medan MSMEs has been gathered based on 
government of Medan City dataset as sampling data 
through in-depth interviews from 1st of August 2018 
until 15th of October 2018. All four research 
questions are analyzed through descriptive analysis 
which SPSS 18 as the calculation tool.  

Furthermore, this study used three latent 
variables. Firstly, capital structure behavior with six 
manifest variables that refers to additional finance 
(FINA) with nominal type data, applied for 
additional debt finance (DEBT) with nominal type 
data, applied for additional equity finance (EQUI) 
with nominal type data, availability of finance 
(AFINA) with nominal type data, availability of 
Debt (ADEBT) with nominal type data, and 
availability of equity (AEQUI) with nominal type 
data. The second latent variable is business strategy 
with seven manifest variables that viewed from 
focus on financial measures (FOCUF) with nominal 
type data, focus on cost measures (FOCUC) with 
nominal type data, focus on operational measures 
(FOCUO) with nominal type data, focus on quality 
measures (FOCUQ) with nominal type data, focus 
on innovation (FOCUI) with nominal type data, 
focus on human resources (FOCUH) with nominal 
type data, and acquired written business strategy or 
written business plan (PLAN) with nominal type 
data. Finally, the third latent variable is business 
operational which covers eight manifest variables 
that refers to no employee (SIZE01) with nominal 
type data, 1-5 employees used (SIZE02) with 
nominal type data, 6-20 employees used (SIZE03) 
with nominal type data, less than 5 years business 
operate (AGE01) with nominal type data, operate 6 
– 20 years business operate (AGE02) with nominal 
type data, operate more than 20 years (AGE03) with 
nominal type data, doing an export of its goods or 
services (EXP) with nominal type data, doing an 
importing of goods or services (IMP) with nominal 
type data. 
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4 ANALYSIS 

Data were obtained via descriptive analysis which 
organized in frequency and percentage.  From 530 
Medan MSMEs surveyed data, this study finds the 
proportion of MSMEs at 21 districts in Medan 
which is mention in Table 1 presents. 
 

Table 1: Medan MSMEs 

 
Frequency Percent 

Valid 
Percent 

Valid Micro Enterprises 439 82.8 82.8
Small Enterprises 89 16.8 16.8
Medium 
Enterprises 

2 .4 .4

Total 530 100.0 100.0

 
Most MSMEs in Medan are Micro Enterprises with 
the proportion of 82.8 percent from the total 
sampling. Moreover, the percentage of small 
enterprises was at 16.8 percent, and only 0.4 percent 
were medium enterprises. 
 

Table 2: Type of Medan MSMEs Businesses 

 
Frequency Percent 

Valid 
Percent

Small Retailer 349 65.8 65.8 
Property 28 5.3 5.3 
Grocery 78 14.7 14.7 
Agriculture 24 4.5 4.5 
Recreation and Culture 

Services 
39 7.4 7.4 

Communication 
Services 

6 1.1 1.1 

Transportation Services 6 1.1 1.1 
Total 530 100.0 100.0 

 
Furthermore, Table 2 shows type of Medan 

MSMEs Businesses with small retailer was the 
highest portion of all business types at 65.8 percent 
and around 14.7 percent was Grocery took the 
second places after small retailer from overall 
Medan MSMEs.  Moreover, recreation and cultural 
services was the third place after Grocery with the 
percentage of 7.4 percent. Business in property was 
the fourth biggest business type at Medan with a 
proportion of 5.3 percent. Agriculture placed in fifth 
place with a percentage of 4.5 percent. Finally, 
communication and transportation services had the 
same place with the proportion of 1.1 percent.  
 
Table 3: Medan MSMEs Apply/Not Apply for 
Finance in 2018 

Apply for Debt and Equity (FINA)

 
Frequency Percent 

Valid 
Percent

Not Apply 386 72.8 72.8 

Apply 144 27.2 27.2 
Total 530 100.

0 
100.0 

Apply for Equity (EQUI) 

 
Frequency Percent 

Valid 
Percent

Not Apply 394 74.3 74.3 
Apply 136 25.7 25.7 

Total 530 100.0 100.0 
Apply for Debt (DEBT) 

 
Frequency Percent 

Valid 
Percent

Not Apply 379 71.5 71.5 
Apply 151 28.5 28.5 

Total 530 100.0 100.0 
 
Table 3 above showed that most of Medan MSMEs 
did not apply for debt and equity with the proportion 
of 72.8 percent and only 27.2 percent applied for 
debt and equity. Furthermore, the table also showed 
the percentage of 25.7 percent Medan MSMEs 
applied for equity and 74.3 percent were not. 
Moreover, only 28.5 percent Medan MSMEs applied 
for debt and 71.5 percent were not. 
 
Table 4:Finance Retainment of Medan MSMEs 
2018 

Retainment of Finance (AFINA)

 
Frequency Percent 

Valid 
Perce
nt 

Not Retain 198 37.4 37.4 
Retain 332 62.6 62.6 

Total 530 100.0 100.0 
Retainment of Debt (ADEBT) 

 
Frequency Percent 

Valid 
Percen
t 

Not Retain 206 38.9 38.9 
Retain 324 61.1 61.1 
Total 530 100.0 100.0 

 
Table 5: Medan MSMEs Retainment of Equity in 
2018 

Retainment of Equity (AEQUI) 

 
Frequency Percent 

Valid 
Percent 

Not Retain 230 43.4 43.5
Retai

n 
299 56.4 56.5

Total 529 99.8 100.0
Missing System 1 .2  

Total 530 100.0  
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Table 4 and 5 shows the retainment of Medan 
MSMEs in Debts and Equities. Table 4.4 concluded 
that in 2018, 62.6 percent Medan MSMEs retain on 
Finance. 61.1 percent showed that Medan MSMEs 
had retainment in debt and 56.4 percent retainment 
in equity based on table 5. 
 
Table 6: Medan MSMEs Persistence based on 
Business Strategy 2018 

Focus on Financial Measures (FOCUF)
 Frequency Percent Valid Percent 

Not Focus 202 38.
1 

38.1

Focus 328 61.
9 

61.9

Total 530 100.0 100.0
Focus on Cost (FOCUC) 

 Frequency Percent Valid Percent
Not Focus 212 40.0 40.0

Focus 318 60.0 60.0
Total 530 100.0 100.0

Focus on Operational Process (FOCUO)
 Frequency Percent Valid Percent

Not 
Focus 

273 51.
5 

51.5

Focus 257 48.
5 

48.5

Total 530 10
0.0 

100.0

Focus on Product Quality (FOCUQ)

 
Frequ

ency 
Per

cent 
Valid 

Percent 
Not Focus 188 35.5 35.5

Focus 342 64.5 64.5
Total 530 100.0 100.0

Focus on Innovation (FOCUI)
 Frequency Percent Valid Percent

Not Focus 232 43.8 43.9
Focus 297 56.0 56.1
Total 529 99.8 100.0
Missing System 1 .2
Total 530 100.0

Focus on Human Resources (FOCUH)
 Frequency Percent Valid Percent 

Not 
Focus 

381 71.9 71.9

Focus 149 28.1 28.1
Total 530 100.0 100.0

Acquired Business Plan (PLAN)

 
Frequency Percent 

Valid 
Percent 

Not 
Acquired 

308 58.1 58.1

Acquired 222 41.9 41.9
Total 530 100.0 100.0

 
The descriptive measures of Business Strategy at 
Medan MSMEs show at Table 6. It shows that more 
than fifty percent Medan MSMEs had business 
strategy that is based on Innovation, Product quality 
improvement, cost measures, and finance measures 
with each proportion of these showed 56 percent, 64 
percent, 60 percent, and 61.9 percent respectively. 
However, acquired business plan, focus on human 
resources, focus on operational process had been 
identified less acquired in Medan MSMEs business 
strategy which each measure showed 41.9 percent, 
28.1 percent, 48.5 percent respectively. 
 
Table 7: Medan MSMEs Operational Characteristics 
2018 

No Utilize Employees (SIZE01) 

 
Frequency Percent 

Valid 
Percent 

Utilize 
Employee
s 

154 29.1 29.1

No 
Utilize 
Employee

376 70.9 70.9

Total 530 100.0 100.
0

1-5 Employees Used (SIZE02) 

 
Frequency Percent 

Valid 
Percent 

No 178 33.6 33.6
Yes 352 66.4 66.4
Total 530 100.0 100.

0
6-20 employees used (SIZE03) 

 
Frequency Percent 

Valid 
Percent 

No 421 79.4 79.4
Yes 109 20.6 20.6
Total 530 100.0 100.0 

Operate Less than 5 years (AGE01) 

 
Frequency Percent 

Valid 
Percent 

No 221 41.7 41.7
Yes 309 58.3 58.3
Total 530 100.0 1000 

operate 6 – 20 years (AGE02) 

 
Frequency Percent 

Valid 
Percent 
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No 421 79.4 79.4
Yes 109 20.6 20.6
Total 530 100.0 100.0 
Operate more than 20 years (AGE03) 

 
Frequency Percent 

Valid 
Percent 

No 489 92.
3 

92.3

Yes 41 7.7 7.7
Total 530 100.0 100.0 

Doing an export (EXP) 

 
Frequency Percent 

Valid 
Percent 

No 508 95.8 95.8
Yes 22 4.2 4.2
Total 530 100.0 100.0 

Doing Import (IMP) 

 
Frequency Percent 

Valid 
Percent 

No 463 87.4 87.4
Yes 67 12.6 12.6
Total 530 100.0 100.0 

 
Table 7 represents Medan MSMEs operational 

characteristics in 2018 from utilizing employees 
until doing import of goods and services. Table 7 
revealed that most Medan MSMEs Operational 
characteristics were no utilizing of employees, using 
employees in a number from 1 – 5 employees, and 
operate less than 5 years which each proportion of 
these showed 70.9 percent, 66.4 percent, and 58.3 
percent. 

5 RESULTS 

Explanation of the research questions one and two 
are describing the persistence in doing business of 
Medan MSMEs based on capital structure behavior. 
The result showed that 72.8 percent in 2018 Medan 
MSMEs did not apply for new capital such as debts 
and equities. Moreover, data from finance 
retainment indicates that the proportion of retain in 
finance was at 62.6 percent which indicate most of 
Medan MSMEs used their own retain on earning for 
operating their business. Furthermore, debts retained 
were at 61.1 percent which was higher than retain on 
equities at 56.4 percent. Therefore, this empirical 
evidence of persistence through analysis of 
descriptive statistics shows that Medan MSMEs 
capital structure behavior were highly consistent 
with packing order theory. 

Medan MSMEs persistence on doing business 
based on Business strategy was showed by 
answering the third research question. The result 
showed that financial measures, focus on cost, focus 
on product quality, and focus on innovation are the 
main characteristics of Medan MSMEs business 
strategy. 

The last answer of the research question is 
describing the finding of Medan MSMEs persistence 
in doing business based on Business Operational 
Characteristics. It showed that Medan MSMEs 
operational were mostly characterized by the used of 
small number of employees that account from using 
1-5 employees and operate less than 5 years.. 

6 CONCLUSIONS 

This research reveals fascinating fact that the 
characteristics of Medan MSMEs persistence in 
doing business based on capital structure is highly 
consistent with packing order theory rather than 
static trade-off theory. Moreover, financial 
measures, focus on cost, focus on product quality, 
and focus on innovation are the main characteristic 
persistence in doing business based on business 
strategy. Furthermore, the used of small number of 
employees that account from using 1-5 employees 
and operate less than 5 years are the most 
characteristics of persistence in doing business based 
on business operational characteristics. 

This study is descriptive in nature and restricted 
to the micro, small, and medium (MSMEs) in 
Medan, Indonesia only. Therefore, future 
researchers are suggested to obtain more in-depth 
interviews with longer period in observing MSMEs 
through panel data which could leads more robust 
result and could bring more clarity in MSMEs 
literature and government policies. 
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Abstract: The purpose of this study was to determine the transformational leadership of professionality employee the 
Indonesian Republican Army. This research tried to answer problems about transformational leadership 
with evidence increasing of professionality employee the Indonesian Republican Army. The research was 
conducted on professionality employee the Indonesian Republican Army involving of 180 employee had 
been selected from the target populations of 125 employee by using quantitative approach with path analysis 
methods. the research of hypothesis testing show: transformational leadership had a direct effect positif on 
professionality.

1 INTRODUCTION 

Human resources are one of the important and 
valuable assets for an organization (Batarliene, 
Čižiuniene, Vaičiute, Šapalaite, & Jarašuniene, 
2017). Research on Indonesia's human resource 
perspective states that human resources are a source 
of sustainable competitive advantage for an 
organization (Wirawan, 2015). Facing these 
challenges organizations need human resources that 
are able to deal with change and global competition 
(David, 2009). 

Organizational professionalism has been 
discussed in several literature. But the 
professionalism of DISLAIKMATAL employees 
has not been systematically studied. In this paper we 
will try to assess the level of professionalism in a 
government institution that has an important role, by 
discussing the following professionalism 
competencies of the organization that come from 
ethical values: integrity and service. 

Professionalism is a basic element of 
bureaucracy that requires a full-time official corps 
whose attention is directed specifically to its 
managerial responsibilities. In the public sector, 
professionalism is given to cadres of civil servants 
whose positions are generally obtained through the 
feasibility test section (Abou Arraj, 2018). 

The Naval Material Service Office 
(Dislaikmatal) is a government institution that does 
not escape the implications of global competition 
and the rapid development of science and 
technology. Dislaimatal is one of the organizations 
under the Navy (TNI AL). As the National 
Executing Agency (Balakpus) of the Indonesian 
Navy, Dislaikmatal is responsible for organizing 
material welfare training within the Navy. 

The role of the Navy's Health Service Agency 
(Dislaikmatal) is very important to minimize 
material and non-material losses such as the last 
incident, namely KRI Rencong-622 burning and 
sinking in the waters of Sorong, West Papua, about 
20 nautical miles from the Indonesian Navy Fleet 
Command III dock in Sorong , (Media, 2018). One 
of the alleged causes is the weakness of the role of 
the Navy's Disability Service Agency (Dislaikmatal) 
in conducting supervision and guidance in the 
context of material oversight in the Navy. 

Viewed from the leadership literature, the 
importance of transformational leaders expressed by 
Bass according to the following quote, (Buil, 
Martínez, & Matute, 2018) states that 
transformational leaders have the ability to change 
organizations through their vision for the future, and 
by clarifying their vision, they can empower 
employees to take responsibility for achieving that 
vision. 
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2 THEORICAL FRAMEWORK 

Transformational Leadership 
In 1978 James McGregor Burns first introduced the 
concept of transformational leadership as a different 
type of leadership with transactional leadership. 
According to Burns, transformational leadership is a 
leadership that pays attention to the relationship 
between leaders and followers based on trust, needs 
and values that can be accepted by their followers. 
Furthermore, the notion of transformational 
leadership continues to evolve as Buil explains 
transformational leadership as follows: 
Transformational leadership defined as a style of 
leadership that transforms followers to rise above 
their self-interest by altering their morale, ideals, 
interests, and values, motivating them to perform 
better than initially expected, is currently the most 
widely accepted paradigm in the leadership literature 
(Buil et al., 2018) 

Elain Pieterse, Cornelia Niessen defines 
transformational leadership as follows,“ 
transformational leadership is defined as a 
meaningful and creative exchange between leaders 
and followers with the aim to guide followers 
through a vision-driven change (Niessen, Mäder, 
Stride, & Jimmieson, 2017). In accordance with 
Cornelia's understanding, transformational 
leadership is a style of a leader who builds beneficial 
and creative reciprocal relationships to move his 
followers through a change in perspective on 
organizational goals. With a transformational 
leadership approach, followers will change 
themselves to contribute according to their 
perspective on the organization's vision. A 
transformational leader will convince his followers 
that organizational goals are a common goal for the 
benefit of all personnel in the organization. 

Other definitions of transformational leadership 
in the leadership literature discussed by Aviolo and 
Bass define transformational leadership as follows: 
Transformational leadership is multi-faceted and 
comprises four sub-dimensions, namely idealized 
influence (attributed and behavior), inspirational 
motivation, intellectual stimulation, and 
individualized consideration. Idealized influence 
attributed refers to followers’ attributions of power 
and confidence and their identification with their 
leader. Leaders consider the need of others over their 
own needs and serve as charismatic role models for 
their followers, who respond with trust, confidence, 
and respect (Buil et al., 2018). 

An understanding of transformational leadership 
is becoming increasingly interesting as material for 
discussion in academia and researchers in the field 
of leadership. As Aviolo and Bass explained 

transformational leadership as multi-dimensional 
leadership in accordance with John R. Schermerhorn 
et.al who said that transformational leadership has 
four dimensions, namely, charisma, inspiration, 
intellectual stimulation and individualized 
consideration (Schermerhorn, Jr et al., 2014).  

Based on the literature review above, it can be 
synthesized that transformational leadership is the 
behavior of leaders who are embodied in exemplary 
attitudes in empowering organizational resources 
optimally to achieve established goals, with 
indicators: able to influence subordinates, inspire 
and intellectual stimulus.  

 
Professionalism 
To obtain the concept of "Professionalism" which 
embodies this dissertation, it will first describe 
things that are relevant to the terminology. In the 
literature on human resource management 
professionalism is defined as follows: ... the 
individual professional one who works within 
limitations is set by the boundaries of knowledge 
specialism set by the professional body, and the 
government controls in others who have sets for 
them (Parnell, 2011, 2015). John A Parnell's study 
of professionalism describes that a person is 
declared a professional if the person is able to 
demonstrate performance within boundaries 
arranged in a series of specific knowledge 
determined by a professional body and in the target 
and planning context that has been set for them by 
the government 

Chambers describes the details of 
professionalism cited by Brian P. West as follows: 
Professionalism is tolerated: to contend with 
managers who should have what they demand, 
where they are the demand for prejudice, the 
preservation of the interests of others, is to forgo 
professional independence; to admit that intellectual 
involvement or self-interest dominate (West, 2003). 
Professionali sm is competition between employees 
in meeting the criteria or requirements owned by 
employees in work that has been determined by the 
organization. In addition, professionalism can foster 
intellectual freedom of the employees at work and 
foster an atmosphere that is conducive to work. 

Based on the study of the literature above, it can 
be synthesized that professionalism is the character 
of a person which is shown from the ability, skill, 
and method of execution of work in accordance with 
the standards set by official bodies or institutions 
recognized by the government with indicators of 
knowledge of a field of work , skills in work and 
high dedication to his work. 
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3 METHODOLOGY 

This research use survey method quantitative with 
correlation technique Data from this research was 
collected by selecting sample in population.  The 
affordable population in this study was all Employee 
Indonesian Navy's Material Compliance which to 
180 employees. And calculations using SPSS, then 
the obtained number of samples as many as 125 
employees of Employee Indonesian Navy's Material 
used as sample frames in this study. Data collection 
used for this research is descriptive statistics and 
inferential statistics. 

4 RESULT AND DISCUSSION 

The results of the first hypothesis testing can be 
concluded that there is a positive relationship 
between transformational leadership with 
Professionalism, where the correlation coefficient of 
0.266 yield tcount = 3,03 greater than ttable = 2.62 
at α = 0.01. The conclusion shows that the higher the 
Transformational leadership, the higher the 
Professionalism. 

The correlation between transformational 
leadership and Professionalism indicates its 
effectiveness, either through product moment 
correlation or partial correlation. The results of this 
analysis provide clues that transformational 
leadership is one of the main factors contributing to 
Professionalism. From the results it can also be 
interpreted that the increase in transformational 
leadership will provide a significant contribution to 
Professionalism. This is consistent with the opinion 
(Afsar, F. Badir, & Bin Saeed, 2014; Niessen et al., 
2017, 2017; Yukl, 2010) explained that a 
transformational leader can make employees more 
confident and motivate their employees to be more 
professional: With transformational leadership, the 
followers feel trust, admiration, loyalty, and respect 
toward the leader, and they are motivated to do more 
than they originally expected to do.  According to 
Bass, the leader transforms and motivates followers 
by making them more aware of the importance of 
task outcomes, inducing them to transcend their own 
self-interest for the sake of the organization or team, 
and activating their higher-order needs With 
transformational leadership followers or employees 
feel trust, admiration, loyalty and respect for leaders 
and they are motivated to deliver expected 
performance above their original performance.  

According to the discussion in the previous sub-
chapter of the discussion, according to Bass the 
transformational leader will be able to change and 
motivate the employees below to realize the 
importance of producing maximum performance, 
encouraging employees to think beyond personal 
interests in the interests of the organization and 
forming professional attitudes of employees.. 

5 CONCLUSIONS 

The result of aanalyses and interpretation of the 
data indicate that: Leader-Member Exchange (LMX) 
is positively related to performance. This means that 
an increase in Leader-Member Exchange (LMX) has 
a relationship with the performance of the staff of 
the Education Office of Banten Province. 
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Abstract: To be able to survive amid intense organizational competition, Small Medium Entrepreneurs (SMEs) 

require strategies to improve the quality of products/services offered. Quality improvement is clearly needed 
so that companies have high competitiveness. Good product/services can be produced by good internal 
processes. ISO 9001 Quality Management System is a framework that has been used extensively by SMEs 
to ensure the quality of the process. But not a few SMEs have successfully implemented and obtained QMS 
certification. Many factors influence the process of implementing ISO 9001 QMS, especially in the context 
of SMEs that have many limitations. This study aims to test the validity and reliability of scale for 
implementing ISO 9001’s Critical Factors in SMEs level. The method used is a quantitative survey of four 
SMEs that have successfully implemented and obtained ISO 9001 certification. Data from the survey were 
analysed using the Aiken approach to show the level of validity and reliability. The results showed that of 
the 20 items tested, only 19 items were met the criteria. Item of Employee Acceptance was eliminated from 
scale because the implementation of ISO 9001 is mandatory for all stakeholders so the factors could be 
ignored. 

 
 
 

1 INTRODUCTION 

Government continues to give attention to build 
public works and housing infrastructure in 
Indonesia. It gives impact to the increasing budget of 
Ministry of Public Works and Housing (PUPR) from 
year to year. The budget of PUPR for 2018 has 
increased 91% compared to 2011 (State Law, 2017). 
PUPR implements internal control in carrying out its 
duty, it includes in the field of financial 
management.  

The audit result from Indonesian Supreme Audit 
Institution (BPK-RI) has pointed that there are still 
weaknesses in the financial management internal 
control of PUPR. One of the causes is the utilization 
of Information Technology (IT) not yet optimal in 
the financial management at PUPR. 

IT can be used to improve quality of financial 
management internal control, because IT can make 
financial management more effective and efficient. 
Currently, the benefit of IT is not yet optimal in 
financial management, because target and 

performance measures of IT have not yet align with 
the target and performance measures of financial 
management. This study was conducted to determine 
strategy and performance measures of IT Division in 
order to improve financial management internal 
control at PUPR. 

2 THEORICAL FRAMEWORK 

Balanced Scorecard (BSC) discovered by Kaplan 
and Norton for the very first time, is a new method 
in measuring organizational performance in a 
balanced manner and it is replacing performance 
measurement method that only focus on financial 
perspective (Kaplan and Norton, 1992). Performance 
measurement is conducted by measuring 
organizational performance toward its strategic 
objectives in various perspectives which are aligned 
with the mission, value and vision of the 
organization. Kaplan and Norton complement the 
performance measures produced by BSC with a 
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strategy map to show organization strategy in 
achieving organization mission through causality 
between strategic objectives that must be achieved 
by the organization (Kaplan and Norton, 2004). 

BSC can be used to inherit strategy of parent 
organization to other organizations which are part of 
parent organization. BSC also can be used to align 
strategy and performance measures of IT Division 
which is part of the organization. Van Gembergen 
and Saul have shown that strategy and performance 
measures of IT can be aligned with the strategy and 
performance measures of parent organization by 
deriving the strategy and performance measures of 
IT from the strategy and performance measures of 
parent organization (Van Gembergen and Saull, 
2001). 

BSC can be used by IT Division in an 
organization to measure the performance of IT 
management toward perspectives in the parent 
organization’s BSC namely: 1) financial; 2) 
customer; 3) internal process; and 4) learning and 
growth (Addo, Chow and Haddad, 2004). IT BSC 
also can be used during IT strategic planning, 
consisting of: 1) aligning IT strategy and business 
strategy; 2) IT performance evaluation; 3) IT 
strategic plan; 4) IT implementation plan; and 5) 
socialization of IT strategic plan (Tonneli, Bermejo, 
and Zambalde, 2014). 

3 RESULT & DISCUSSIONS 

The study was conducted with a qualitative approach 
using a case study method. Case study was used in 
this study to be able to explain in detail and 
comprehensive about strategy and performance 
measures of IT in improving the quality of financial 
management internal control. 

Primary data collection was conducted by semi-
structured interview. Researchers carried an 
interview guideline consisting of basic questions to 
guide researchers in collecting data to answer 
research problems. Interviews were conducted by 
asking open questions to informants who were 
executers of financial management and IT 
management at PUPR. Secondary data collection 
was conducted by collecting documents related to: 
1) regulation of financial management and IT 
management; 2) strategic plan document of financial 
management and IT management; 3) BPK-RI audit 
results; and 4) government instance performance 
report.  

Data collected then analyzed to be used in the 
formulation of strategy and performance measures. 

Public organization can determine perspective, 
strategic objectives, and strategy map as well as 
performance measures if they already have mission, 
values and vision (Niven, 2003). The method used in 
structuring the strategy map and performance 
measures in this study is as shown in Figure 1. 

 
Figure 1: The Structuring of Strategy Map and 

Performance Measures 
 
3.1 Strategy And Performance Measures Of 
Budget /Goods User 
a. Strategy of Budget/Goods User 
President authorizes the authority of state financial 
management to Ministries/Agencies as 
Budget/Goods User to use budget and goods to 
conduct government programs in their respective 
Ministries/Agencies (State Law, 2003). The mission 
of Budget/Goods User at PUPR is to use the budget 
effective, efficient, accountably and transparently as 
well as to use state-owned property (BMN) 
optimally to support the implementation of reliable 
infrastructure development of public works and 
housing. 

The Budget/Goods User at PUPR has values that 
must be implemented by all PUPR employees 
namely: integrity, professional, mission oriented, 
visionary; and ethical. The vision of Budget/Goods 
User at PUPR is to become a Budget/Goods User 
with integrity, professionalism and responsibility to 
support the realization of reliable infrastructure of 
public works and housing. Perspective will help 
Budget/Goods User to translate mission, values and 
vision into strategic objectives that must be achieved 
from various important perspectives in a balanced 
manner. 

Budget/Goods User uses the customer's 
perspective to determine the value that can be 
generated in the form of products and services 
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desired by customer from Budget/Goods User 
associated with the mission, values and vision of 
PUPR. The customer of Budget/Goods User consists 
of: 1) President; 2) House of Representatives (DPR); 
3)BPK-RI; 4) related Ministries/Agencies; 5) public; 
and 6) other related parties. Customer wishes 
Budget/Goods User to: 1) provide budget,  
goods/services, and financial report; 2) comply with 
regulations; 3) accept non-tax state revenues 
(PNBP); and 4)utilize BMN. 

Budget/Goods User determines strategic 
objectives toward customer’s expectation that has 
been explained in the customer perspective. Table 1 
shows strategic objectives of Budget/Goods User in 
customer perspective.  

Budget/Goods user uses an internal process 
perspective to determine processes that must be 
executed perfectly by Budget/Goods User in order to 
provide maximum value to customer. To be able to 
provide value to customer, processes which must be 
conducted by Budget/Goods User are namely: 1) 
preparing budget; 2) implementing budget; 3) 
holding responsible over budget; 4) reviewing PNBP 
potential; 5) conducting procurement of BMN; 6) 
implementing security and maintenance to BMN; 7) 
administering BMN; and 8) supervising state 
financial management. 

 
Table 1: Strategic Objectives of Budget/Goods User 

in Customer Perspective 
SO Strategic Objective 

SO1 Availability of the right budget 
SO2 Availability of goods and services in a 

timely and quality manner 
SO3 Availability of relevant and reliable 

financial statement 
SO4 Increasing of regulatory compliance level 
SO5 Increasing of PNBP revenues from PUPR 
SO6 High utilization of BMN 
Budget/Goods User determines strategic 

objectives based on the processes already described 
in the internal process perspective. Table 2 shows 
strategic objectives of Budget/Goods User in 
internal process perspective. 

Budget/Goods user uses the perspective of 
human resources, information technology and 
organization in determining resources that must be 
owned by Budget/Goods User in order to carry out 
internal process providing value to customer. 
Budget/Goods user needs human resources that have 
a certain quality, appropriate information technology 
and the right form of organization in order to carry 
out the needed internal process. 

 

Table 2: Strategic Objectives of Budget/Goods User 
in Internal Process Perspective 

SO Strategic Objective 
SO7 Develop budget with program-based and 

outcome-based 
SO 8 Carry out the budget in accordance with 

planning and regulations 
SO 9 Holding responsible over budget in 

accountable and transparent manner 
SO 10 Assesssing the potential of new PNBP 
SO 11 Carry out strict supervision 
SO 12 Providing BMN procurement in 

accordance with planning, transparent, 
competitive and fair 

SO 13 Implementing security and maintenance 
of BMN properly 

SO 14 Administering BMN in an orderly 
manner 

Budget/Goods User determines strategic 
objectives based on needs of human resources 
described in the perspective of human resources, 
information technology and organization. Table 3 
shows strategic objectives of Budget/Goods User in 
perspective of human resources, information 
technology and organization. 

Each strategic objective in the strategy map of 
Budget/Goods User must have causality with other 
strategic objective both in the same perspective and 
different perspective. Causality shows strategy of 
Budget/Goods User to achieve mission, values and 
vision of Budget/Goods User.  

The strategy map of Budget/Goods User is 
illustrated in Figure 2. 

 
Figure 2. Strategy map of Budget/Goods User 
 

Table 3: Strategic Objectives of Budget/Goods User 
in Human Resources, Information Technology and 

Organization Perspective 
SO Strategic Objective 

Human Resources, Information Technology 
and Organization Perspective 
SO 15 Having human resources with integrity 

and competence 
SO 16 Having policies/procedures which are  

defined, socialized, implemented and 
reviewed periodically 
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SO 17 Having appropriate, integrated and safe  
information information technology and 
database 

SO 18 Having the right organization 
 

b. Performance Measures of Budget/Goods User 
Budget/Goods user has determined strategic 
objectives and described causality between strategic 
objectives contained in the strategy map describing 
strategy from Budget/Goods User to achieve 
mission, values and vision of Budget/Goods User. 
Budget/Goods user must measure their performance 
towards strategic objective that have been 
determined with the right performance measure. 
Budget/Goods user has strategic objectives that must 
be determined its performance measures as it is 
shown in Table 4. 
 
Table 4: Performance Measures of Budget/Goods 
User at PUPR 

SO Performance Measures / 
Data Source 

 
SO1 Performance Evaluation Value / Budget 

Performance Accountability Report 
(LAKIP) 

SO2 Goods and services that are completed and 
can be received on time / Contract 
document, and Minutes of Handover 
(BAST) of work 

SO3 BPK-RI opinion / BPK-RI Audit Report 
SO4 State losses / BPK-RI Audit Report  
SO5 Level of PNBP revenues / Treasurer 

Accountability Report (LPJ) 
SO6 BMN used, utilized, and granted / BMN 

Report 
SO7 Amount of DIPA revision and differences 

between plan and work result / Revision 
Document of Budget Implementation List 
(DIPA), Term of Reference, and BPK-RI 
Audit Report 

SO8 Percentage of budget realization, Amount 
of late payment, Amount of over budget 
realization, Amount of payment refusal / 
Budget Realization Report Document, 
Invoice Document, Payment Warrant 
(SPM), and Fund Disbursement Warrant 
(SP2D). 

SO9 Percentage of responsibility 
comprehensiveness over budget utilization, 
Obedience in the submission of financial 
statement / Evidence of budget utilization, 
Reconciliation Minutes of Financial 
Statement 

SO10 Amount/number of PNBP type/ Study 
document of PNBP 

SO11 Number of work unit supervised, Number 
of work implementation supervised / 
Aocument of audit implementation 
planning by internal auditor. 

SO12 Number Procurement objection / Bidders' 
objection document 

SO13 Amount of BMN used by unauthorized 
parties, amount of severely damaged BMN 
/ BMN Condition Report and BMN 
Inventory Report 

SO14 Percentage of BMN that has been revalued 
on time, Abedience in the submission of 
BMN report / BMN Report, BMN 
revaluation report, and BMN procurement 
document 

SO15 Amount of certified HR, amount of training 
/ Implementation report of training and HR 
certification. 

SO16 Assessment result of quality management 
system / Quality management document 

SO17 Support index of IT and database / 
document of IT and database needs, 
document of IT and database management 

SO18 Organizational Index / Analysis document 
of organization form and the applicable 
organizational form document 

 
3.2 Strategy And Performance Measures Of 
Division 
On the Strategy Map of Budget/Goods User at 
PUPR, as it is shown in Figure 2, there is the 17th 
strategic objective (SO 17) found in the perspective 
of HR, IT and organizational, namely Budget/Goods 
User must have appropriate, integrated and safe  
information technology and database. IT Division 
has a role in financial management at PUPR to 
support Budget/Goods User in reaching SO 17, so 
that the mission of IT Division is to provide 
information system and database that are reliable, 
integrated and safe to support the use of budget in 
effective, efficient, accountable, and transparent 
manner, as well as optimal use of BMN.  

IT Division at the PUPR has values that must be 
implemented by all PUPR employees, namely 
integrity, professional, mission oriented, visionary 
and ethical. The vision of IT Division in the 
financial management at PUPR is to become reliable 
and innovative information technology and database 
manager, in order to support integrated, professional 
and responsible Budget/Goods User. 

The perspective used by IT Division to develop 
BSC of IT Division in the financial management of 
PUPR  is a perspective that can be used to translate 
the mission, values and vision of IT Division in 
financial management at the PUPR. The perspective 
used is the perspective of Budget/Goods User as 
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user of IT services, internal process perspective, as 
well as learning and growth perspective. 

The perspective of Budget/Goods User is used to 
determine the values expected by Budget/Goods 
User from IT Division. Budget/Goods User expects 
IT Division to provide information system, database 
and IT infrastructure that can be used to achieve 
their strategic objectives.  

IT Division determines strategic objectives 
toward Budget/Goods User expectation. Table 6 
shows strategic objectives of IT Division in 
Budget/Goods User perspective. 
 

Table 5: Strategic Objectives of IT Division in 
Budget/Goods User Perspective 

SO Strategic Objectives 
SO1 Availability of information system and 

database which are according to needs 
SO 2 Availability of integrated information and 

database system 
SO 3 Availability of a secure information and 

database system 
SO 4 Availability of adequate IT infrastructure 

The internal process perspective describes what 
processes that must be done well in order to provide 
value to the Budget/Goods User. The prioritized 
internal processes to be implemented are namely: 1) 
analyzing the information system requirement, data 
and infrastructure; 2) developing information 
system, 3) collecting data; 4) organizing IT 
infrastructure; and 5) implementing IT operation. IT 
Division determines strategic objectives toward 
internal process which is important to be 
implemented. Table 6 shows strategic objectives of 
IT Division in internal process perspective. 
 

Table 6: Strategic Objectives of IT Division in 
Internal Process Perspective 

No Strategic Objectives 
Internal Process Perspective 
SO 5 Analyzing the needs of information system, 

IT infrastructure data which are according 
to needs 

SO 6 Developing information systems with good 
development standard 

SO 7 Collecting and verifying data 
SO 8 Implementing the right IT infrastructure 
SO 9 Carrying out effective and efficient 

information technology operation 
Learning and Growth Perspective explains the 

resources that IT Division must have in order to be 
able to carry out internal processes perfectly. IT 
Division must have HR, training, lesson learned and 
follow technological development. IT Division 
determines strategic objectives toward resources that 

must be owned. Table 7 shows strategic objectives 
of IT Division in Learning and Growth Perspective. 

IT Division compiles a strategy map to describe 
process to achieve mission, values and vision of IT 
Division in financial management at PUPR. On the 
strategy map of IT Division in financial management 
at PUPR, there is causality between each of the 
strategic objectives in the strategy map. This 
relationship illustrates the process on how IT 
Division can achieve their mission, values and 
vision in implementing financial management at 
PUPR as it is  shown in Figure 2. 

 
Table 7: Strategic Objectives of IT Division in 

Learning and Growth Perspective 
No Strategic Objectives 

Learning and Growth Perspective Perspective 
SO 10 Having competent human resources 
SO 11 Having sufficient amount of training 
SO 12 Record, analyze, and use lessons learned 

SO 13 Having a study of information technology 
development 

 
b. Performance Measures of IT Division in 
Financial Management 
IT Division sets performance measures for strategic 
objectives to be achieved. Performance measures are 
used to measure performance of IT Division towards 
strategic objectives to be achieved. as it is shown in 
Table 8. 
 

Table 8: Performance Measures of IT Division in 
Financial Management at PUPR 

SO Performance Measures / 
Data  

Customer Perspective 
SO1 Level of participation in IT forums, 

Budget/Goods User Satisfaction / IT 
Forums Report, Budget / Goods User 
Satisfaction Survey 

SO2 Number of stand alone information 
system, total number interface / 
Information system and database 
architecture 

SO3 Number of IS and database infiltration 
incident, percentage of corrupt IS and 
database / Information system and 
database operation report, information 
system error report and database 
corrupt report  

SO4 IT infrastructure index  / report of IT 
infrastructure needs, and report of 
available IT inventory 
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Internal Process Perspective 
SO5 Percent of IS projects with a negotiated 

plan with Budget/Goods User / 
Business Case   

SO6 Percent resources devoted to 
applications development / Schedule 
data and Budget data 

SO7 Data entry error rates, age data / 
Database, Data warehouse 

SO8 Project performance meets or exceeds 
baseline expectations / Scope 
performance data 

SO9 Total number of direct labor hours, 
cost/unit of service / Employee 
assignment report, IT cost report 

Learning and Growth Perspective 
SO10 Number of employees with 

certification / Employee expertise 
certification 

SO11 IT training and development budget as 
a percent of overall IT budget, Percent 
of technical training goals met / IT 
Budget, training report. 

SO12 Percent of projects with lessons 
learned in database / database  

SO13 Number of new IT study / IT study 
document. 
 

 

4 CONCLUSIONS 

After carried out all stages of this study, several 
conclusions can be conveyed by the researcher are: 
1) organization must have good mission, values and 
vision before developing organizational strategy; 2) 
strategy and performance measures of IT Division 
must be derived from strategy and performance 
measures of organization.; and 3) strategy map can 
be a tool for compiling, implementing and 
communicating strategy.   

Several suggestions can be conveyed by the 
researcher are: 1) preparation of strategy and 
performance measures require commitment from all 
parties; 2) preparation of strategy and performance 
measures should use benchmark with similar 
organization; and 3) performance measures that are 
already been prepared are followed up with 
determining right objectives and activities to achieve 
performance measures target and strategic objectives 
target. 
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Abstract: The purpose of this study is to find out and analyze purchasing decisions that are influenced by the factors 
forming the marketing mix. This research is motivated by the gap in research results so that it needs to be 
reexamined these factors and/or dimensions. The method used is a meta-analysis by collecting the results of 
research published online/online about purchasing decisions that are influenced by the marketing mix 
factors. The results obtained from this study indicate that purchasing decisions are influenced by acceptable 
marketing mix factors. 

1 INTRODUCTION 

Marketing is one of the main sources of competitive 
advantage in a company (Guercini & Runfola, 
2015). As stakeholders of marketing activities, 
consumer behavior must be well understood 
(Abdeen, Rajah, & Gaur, 2016). Consumer behavior 
is the study of how individuals, groups and 
organizations choose, buy, use, and spend goods, 
services, ideas, or experiences to satisfy the needs 
and desires of consumers (Kotler & Keller, 2016: 
151). Purchasing behavior gets a lot of attention 
from marketers and researchers because of the 
significant role it plays in anticipating operational 
success and achieving competitive advantage 
(Panasuraman et al., 1985). 

Purchasing decisions is a process where 
consumers know the problem, find information 
about a particular product or brand and evaluate how 
well each of these alternatives in solving the 
problem which then leads to purchasing decisions 
and greatly influenced perceived risk (Kotler & 
Keller, 2015). Lack of information and knowledge 
of a brand and the features of a product can clearly 
lead to low purchasing decisions, thereby reducing 
the number of purchases (Kotler & Keller, 2015). 

Thus, to overcome the low purchasing decisions, 
companies must multiply their product information 
when consumers carry out information seeking 
stages (Shareef et al., 2008). At the information 
seeking stage, consumers will seek offline and 
online referrals (Chaffey & Smith, 2008). 

Companies must provide marketing stimuli that can 
be controlled through products, prices, 
places/locations and integrated promotions 
(marketing mix) to produce the desired response in 
the target market (Kotler & Armstrong, 2008). The 
marketing mix in turn aims to translate brand 
expressions into actual products or services, at 
certain prices, which will be sold at certain outlets, 
to be promoted through communication activities 
and certain channels, and must be supported by 
certain services (Sicco Van Gelder, 2005:1)  

Research on purchasing decisions has been 
carried out to date in various industries such as the 
fashion industry (Eckman, Damhorst & Kadolp, 
1990), the automotive industry (Purwani & 
Dharmmesta, 2002), organic food industry 
(Balawera, 2013), industry tourism (Khuong, Thi, & 
Thanh, 2016), the food and beverage industry 
(Salleh, Ariff, Zakuan, Sulaiman, & Saman, 2016), 
the industrial industry (Yulindo, 2011) and the 
telecommunications industry (Kakar et al., 2017 ). 

The results of the study show that certain 
products with low purchasing decisions make the 
level of trust in the company low and cause the level 
of sales to be very dependent on the purchasing 
decisions of goods and services produced (Eckman 
et al., 1990). Dewi Pujiani's (2014) showed that the 
mix marketing (product, price, place, promotion) 
influence buying decisions and the most dominant 
dimension is promotion. Whereas Alizar Hasan, 
Yumi Meuthia, Berry Yuliandra, and Indah Desfita 
(2014) showed that for places/locations there was no 

754
Dirgantari, P., Hidayat, Y. and Widjajanta
Analysis of Purchasing Decisions as a Form of Consumer Brand Responses.
In Proceedings of the 1st Unimed International Conference on Economics Education and Social Science (UNICEES 2018), pages 754-759
ISBN: 978-989-758-432-9
Copyright © 2020 by SCITEPRESS – Science and Technology Publications, Lda. All rights reserved



 

significant relationship to purchasing decisions and 
the most dominant dimension was price and Amelia 
Tjahjono's, Prof. Dr. Hatane Semuel, MS. and 
Ritzky Karina M. R. Brahmana, S.E., M.A. (2013) 
shows that the marketing mix consisting of products, 
prices, places and promotions affects the decision to 
purchase women's clothing online as well as the 
social and psychological environment which is the 
variable that has the biggest contribution to 
purchasing decisions.  

Based on the above phenomena, there appears to 
be a research gap so that the factors and/or 
dimensions need to be reexamined. Thus, it is 
necessary to do research related to purchasing 
decisions. This research is limited to the factors that 
form the marketing mix such as products, 
promotions, prices, and places that influence 
purchasing decisions. The assumption used in this 
study is the amount of research on similar topics, 
especially research on purchasing decisions but 
different results. 

The purpose of this paper is to obtain findings 
regarding: the influence of the marketing mix factors 
on purchasing decisions with a meta-analysis 
approach, so that the synthesis results can be 
obtained as a hypothesis for further testing. The 
results of this study are expected to be used as input 
for policy makers related to purchasing decisions. 

2 METHODOLOGY 

A meta-analysis method used to obtain further 
information about purchasing decisions that 
influenced by marketing mix factors from 
articles/studies. Articles/studies are obtained through 
databases of online journals such as Science Direct, 
Springer, Ingenta Connect, Sage, and Research Gate, 
etc. with the year published between 2008 and 2018. 
The steps of the meta-analysis in this study are as 
follows: 

1. Formulating research questions. The 
problem in this study is related to purchasing 
decisions, especially purchasing decisions and 
marketing mix formers namely products, 
promotions, prices, and places by formulating the 
meaning of these two concepts /defining variables 
including their relevance.  

2. Gathering existing empirical 
studies/research. After formulating research 
questions, articles/studies was sought using 
keywords that are relevant to the topic of purchasing 
decisions that are influenced by the marketing mix 

factors. A total of 339 articles were obtained from 
this step.  

3. Selecting studies. Studies that not provide 
sufficient information to calculate general metrics 
are excluded from the analysis. Researches with 
different methods is also excluded, although the 
topic is relevant to the research question. Through 
this process, 26 studies/studies were obtained that 
were in accordance with the criteria and metric 
measures relevant to the research formula.  

4. Encoding of selected studies/researches. 
After a set of studies selected, the next step is 
encoding, obtain characteristics studies/researches, 
and input it to a spreadsheet program to manage the 
processing of statistics from the meta-analysis.  

5. Data analysis. At this step, data extracted 
from studies/researches can be the basis for various 
calculations to get a summary of the results in the 
literature.  

6. Interpret and present results. 

3 RESULTS AND DISCUSSION 

After formulating the research questions and 
collecting empirical studies/research a total of 339 
articles were subsequently obtained:  
1. Transform the value of Fcount and tcount to the 

size of the correlation (r).  Fcount and tcount 
obtained from 26 selected studies are 
transformed into correlation values with the 
following formula (Hunter & Schmidt, 2004)  

√  

2
 

the results are shown in table 1. 

Table 1: Transformation to r value. 

No. Author N F T  

1.  
(Ahmad, et al., 
2012) 

50 13.530 3.678 0.4689 

2.  
(Andreti, et al., 
2013) 

300  5.962 0.3264 

3.  
(Saidani & 
Ramadhan, 
2013) 

100 21.406 4.627 0.4234 

4.  
(Ahmadi, et al., 
2010) 

100  12.545 0.7850 

5.  (Agustim, 2010) 69 19.141 4.375 0.4714 

6.  
(Purnomo, et al., 
2014) 

98 16.977 4.120 0.3876 

7.  
(Mughal, et al., 
2014) 

200   0.2090 

8.  
(Malombeke, et 
al., 2014) 

75  5.221 0.5214 

9.  (Hasan, et al., 160   0.2380 
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No. Author N F T  
2014) 

10.  
(Imelda & 
Sangen, 2013) 

219   0.7800 

11.  (Miharja, 2013) 96 33.235 5.765 0.5111 
12.  (Yazia, 2013) 100 16.162 4.020 0.3763 

13.  
(Tajik & Gorji, 
2014) 

400  4.280 0.2098 

14.  (Yosep, 2013) 200 44.099 6.641 0.4268 

15.  
(Wibowo & 
Karimah, 2012) 

110 9.087 3.014 0.2786 

16.  
(Abdullah, et al., 
2013) 

150 28.161 5.307 0.3998 

17.  
(Citrawati & 
Sulistiono, 2014) 

100 217.684 14.754 0.8304 

18.  
(Moorthy, et al., 
2014) 

71 19.707 4.439 0.4713 

19.  
(Perdana & 
Nanang, 2018) 

100   0.4700 

20.  (Yu, et al., 2017) 173   0.4100 
21.  (Kenning, 2008) 276 4.009 2.002 0.1201 

22.  
(Nawawi & 
Ikhaz, 2015) 

200 22.693 4.764 0.3207 

23.  
(Aras, et al., 
2017) 

100  8.119 0.6341 

24.  
(Astuti & 
Wijaya, 2015) 

100 68.216 8.259 0.6406 

25.  
(Sipayung & 
Sinaga, 2017) 

384 275.661 16.603 0.6474 

26.  
(Hasan, et al., 
2016) 

94 23.259 4.823 0.4492 

 
2. Calculate estimated population correlation 

average ( ̅). Estimated average population 
correlation is obtained by dividing the average 
correlation from the selected studies by the 
number of samples (Hunter & Schmidt, 2004) 
or written in the formula 

r̅
∑ N r
∑N

 

with N  is the number of samples in study i and 
r  is the correlation in the study i. 
From the Table 1, an estimate of the average 
population correlation is obtained 

r̅
1,699.142
4,025

0.422 

3. Calculates the variance of the population 
average. Similar to calculate population 
correlation averages, the variance of population 
averages is obtained by weighted it with the 
sample size (Hunter & Schmidt, 2004) 

σ
∑ N r r̅

∑N
 

Calculation of variance from population 
averages is obtained through the following table 

Table 1: Calculation of Variances of Average Population. 

No. N  ̅  ̅  ̅  

1 50 0.469 0.047 0.002 0.109 

2 300 0.326 (0.096) 0.009 2.747 

3 100 0.423 0.001 0.000 0.000 

4 100 0.785 0.363 0.132 13.168 

5 69 0.471 0.049 0.002 0.167 

6 98 0.388 (0.035) 0.001 0.117 

7 200 0.209 (0.213) 0.045 9.086 

8 75 0.521 0.099 0.010 0.739 

9 160 0.238 (0.184) 0.034 5.426 

10 219 0.780 0.358 0.128 28.045 

11 96 0.511 0.089 0.008 0.759 

12 100 0.376 (0.046) 0.002 0.211 

13 400 0.210 (0.212) 0.045 18.043 

14 200 0.427 0.005 0.000 0.004 

15 110 0.279 (0.144) 0.021 2.267 

16 150 0.400 (0.022) 0.000 0.075 

17 100 0.830 0.408 0.167 16.667 

18 71 0.471 0.049 0.002 0.172 

19 100 0.470 0.048 0.002 0.229 

20 173 0.410 (0.012) 0.000 0.026 

21 276 0.120 (0.302) 0.091 25.183 

22 200 0.321 (0.101) 0.010 2.060 

23 100 0.634 0.212 0.045 4.494 

24 100 0.641 0.218 0.048 4.773 

25 384 0.647 0.225 0.051 19.487 

26 94 0.449 0.027 0.001 0.069 

Total 4025 154.123 

 
From the table 2 Calculation of variance from 
population averages is obtained 

.

,
0.0383  

4. Calculates the variance of sampling errors 

 that obtained from previous step is a 
combination of variance in population 
correlation and variance in sampling errors, so 
that the variance in population correlation must 
be corrected by variance in sampling errors. The 
variance of sampling errors was formulated as 
follows (Hunter & Schmidt, 2004) 

1 ̅
1  
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then the sampling error variance is obtained 

1 0.422
154.807 1 0.0044 

then, the impact of sampling errors is obtained 

	
0.0044
0.0383

100% 11.488% 

Calculate corrected population correlation 
variances. After obtaining the sampling error 
variance ( ) ), then the population correlation 
variance is calculated by using the formula 

0.0383 0.0044 0.0339 

5. Calculates measurement error correction Y 
Measurement errors in a general study occur, 
this level of measurement error is measured by 
the reliability coefficient of each research 
study. The greater reliability coefficient will 
produce a small measurement error. Therefore 
the population correlation value (r̅ 	obtained in 
the second step of analysis needs correction by 
involving reliability coefficient in this case on 
variable Y. The formula used is 

̅  

with: 
̅ = average measurement error correction 

(a)  = square root reliability coefficient 
Ave(a)= average(a) 
to simplify the calculation process, it is 

presented in the following table: 

Table 3: Reliability Coefficient. 

No. ryy  

1  0.718  0.847 

2  0.824  0.908 

3  0.721  0.849 

4  0.896  0.947 

5  -  - 

6  -  - 

7  0.639  0.799 

8  0.867  0.931 

9  0.583  0.764 

10  -  - 

11  0.867  0.931 

12  -  - 

13  0.916  0.957 

No. ryy  

14  -  - 

15  0.822  0.907 

16  -  - 

17  -  - 

18  0.606  0.778 

19  -  - 

20  -  - 

21  0.891  0.944 

22  0.774  0.880 

23  -  - 

24  -  - 

25  -  - 

26  0.729  0.854 

Total 12.296 

Average ( ̅) 0.878 
 

6. Calculate corrected population correlations 
Next is to calculate the actual or corrected 
population correlation values, namely by using 
the following formula (Hunter & Schmidt, 
2004) 

 
 

48.0

878.0/422.0

/







ArAve

Ave i

 

so that the corrected population correlation 
obtained is equal to 0.48 

7. Calculate corrected variance. 
The next step is to calculate the number of 

squared coefficients of variation (V) using the 
following formula (Hunter Schmidt, 2004) 

   

261.0

878.0/449.0

/
22

22




 aAveaSDV

 

Furthermore, variance is calculated due to 
variations in artifacts 

047.0

261.0878.0480.0 22

222
2




 VAS 
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Corrected population correlation variances are as 
follows 

    
 

1187.0

014.0

014.0

878.0/0.047-0.0339

/
2

222
0









SD

AVAVarVar 

 

assuming the correlation effect size is normally 
distributed with the confidence level of 95%, the 
interval is 

248.0)1187.0(96.1

713.0)1187.0(96.1

96.1











lower

upper

SD

 

The meta-analysis study found that the corrected 
population correlation (ρ) between purchasing 
decisions and marketing mix factors was estimated 
at 0.48, the variance of the population was 0.014 and 
the standard deviation was 0.1187. With a 
confidence level of 95%, the acceptance limit is 
0.248 < ρ < 0.713, then the corrected population 
correlation (ρ) of 0.48 enters the acceptance limit.  

Thus, referring to the results of the analysis of 
meta-analysis study data regarding the influence of 
the marketing mix factors on acceptable purchasing 
decisions.  

The purchase process occurs when consumers 
search for information, compare existing 
alternatives, then make purchasing decisions for a 
product (Neha & Manoj, 2013), because consumers 
before making a purchase decision, will usually 
spend time evaluating by looking at suggestions, 
reviews or reviews. what consumers have done 
before on the product or service that will be bought 
(Sciences, 2013). This is where the right time the 
company provides marketing stimuli that can be 
controlled through products, prices, places and 
integrated promotions (marketing mix) to produce 
the desired response in the target market (Kotler & 
Armstrong, 2008). 

4 CONCLUSIONS  

Referring to the results of analysis of meta-analysis 
study data on the influence of the marketing mix (the 
forming factors & marketing mix such as product, 
price, place and promotion) on purchasing decisions 

shows that the hypothesis states that there is an 
influence of the marketing mix (products, prices, 
places and promotions) towards purchasing 
decisions. 

Whereas to minimize the impact of sampling 
errors, it is recommended that in future studies be 
able to pay attention to the characteristics of the 
manufacturing or service industry as well as offline 
or online. 
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Abstract: This study aims to evaluate the application of implementation the national leader's cadre program in Taruna 
Nusantara Senior High School Magelang. This research also explores the theory and application of various 
disciplines sciences related to the process of the cadre of Indonesian leaders. The collaboration of various 
disciplines sciences resulted in two levels, which are: (1) macro level, as the basis for determines the 
strategy and policy of the nation according to the Indonesia’s national paradigm to reach the national goals. 
(2) Micro level, which is the implementation values as the basis to organize the cadre of national leaders in 
Taruna Nusantara Senior High School. The sub focus of this research is directed to discuss the basic needs 
of the goals, implementation and the outcomes of the program. Program evaluation using the Stake’s 
Countenance Model, data collected from competent informants were analyzed using conformity and 
contingency analysis for each component of all stages and assessed on the high, medium and low categories, 
based on the evaluation criteria. Data analysis employs Milles & Huberman in which the results show in the 
high category. The findings resulted in recommendations: (1) On macro level, the program needs: the 
education management concepts development, the funding management concepts development; and the 
HRM management concepts development, for build the Taruna Nusantara University as a continuation of 
the concept of regional human investments and the needs for the Minister of Defense Republic of 
Indonesia’s policy to allow active TNI members to become instructor Taruna  Nusantara High  School  
education  institutions.  (2)  at  the  micro  level:  the improvement   of   the   Taruna   Nusantara   Senior   
High School   curriculum,   the formulation of Prosmek’s guidelines, the improvement of IT education, and 
monitoring the alumnus of Taruna Nusantara High School as a consideration in the implementation of 
education in SMA TN.  

1 INTRODUCTION 

The Indonesian nation is required to be able to stand 
firmly as a sovereign nation while simultaneously 
being able to respond and anticipate any changes in 
the global strategic environment, regional, and 
national. The condition of the Indonesian as a nation 
as a diverse nation of various tribes, religions, races 
and ethnic groups (SARA) in the realization of 
nationalism is being tested. The various problems 
political, economic, social, legal supremacy and 
national cases such as terrorism, radicalism, 
community life  intolerance,  drugs,  corruption  of  
some  leaders  of  the  State  Higher Institution and 
various cases of election of local government leads 
on SARA tearing the soul of national unity. By the 

end of the situation if not intelligently managed may 
result in the dissolution of a State of the nation. 

Indonesian people needs the strong leaders to 
solve the problem who have integrative leadership, 
communicative, accommodative and capable, 
credible and wise, consistent, firm and appropriate to 
be figure of the people (Lemhannas Alumni, 2006, 
p.226). Ironically in such a situation, when the 
nation wants to get out and survive the problem, the 
Indonesian nation is experiencing a crisis of national 
leadership. Regeneration as an effort of human 
readiness (Thomas Suyatno, 2012, p.7) in preparing 
the quality of human resources who have character, 
integrity, be educated, competent and have the 
strategy insight as well as statesman not well 
conceptualized. 
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Various educational institutions in Indonesia 
seek to contribute to improve the quality of human 
character, integrity and identity based on the cultural 
history of the Indonesian nation. One educational 
institution has special vision and mission for 
national leaders Cadre Program, namely Taruna 
Nusantara Senior High School (SMA TN).  The 
cadre Program of Nation leaders have been held in 
SMA TN since 1990 (Notarial Deed No. 21, 1990) 
and produces alumni with an average of 15 people in 
each province of Indonesia with a strategic position 
in his work (Document SMA TN, 2016). 

The education system at SMA TN is 
implemented in boarding school  which is realized in 
the form of Tri Education Center which includes; the 
atmosphere of family,  school,  and  society  by  
using  the  Among  method  as  follows:  (1) 
teaching with emphasis on intellectual potential 
(cognitive), (2) training with emphasis on skills 
(psychomotor), (3) national character (enculturation 
and internalization within the framework of national 
character building) transformed the fanatical mindset 
of ethnic /local/religious behavior into Nusantara 
(affective) culture. 

 

2 THEORICAL FRAMEWORK 

Implementation of the cadre of national leaders is 
interesting to be examined scientifically because the 
result is the human competent and effective as 
human superior.  Superior and competent human 
figures as defined under HCM requirements are 
intellectual capital, organizational capital and social 

capital as national capital (Sandra Burud and Marie 
Tumolo, 2004, p.11). 

The relevance of the fifth disciplines of science 
is due to conceptual descriptions: (1) Organizational 
theory discusses social structure, participation, 
purpose, technology, and environment (David Jafee, 
2001, p 2). Whereas (2) organizational behavior 
theory discusses the nature of people including: 
individual differences, whole human being, 
motivated behavior and one's  dignity  and  the  
organizational  nature  of  social  system  and  
mutual interest (Manahan P. Tampubolon, 2012, 
p.7). 

Furthermore, (3) HRM has linkages to the cadre 
of national leaders because the HRM framework 
includes: competitive challenges, human resources 
and employee concerns (Bohlander, Snell, 2009, 
p.5), and (4) HCM because the context is human 
readiness that is preparing the plenary as a 
competent and effective leader of the nation in 
leading the nation to realize the goals of the nation 
(Suyatno, Thomas 2012). (5) Human Capital 
Management is a system for improving the 
performance of those in core competencies (Hall, 
Bradley W, 2008. p.4).  

The values of the collaboration result of the 
scientific discipline systemically become the basis of 
the need, the goals and objectives of the program of 
organizing the cadre of Indonesian leaders in SMA 
TN and showing nothing contradictory, even the 
result led to the values of the competence of the 
expected leader of the Indonesian nation. 
Description of the theory and the concept if 
described in the application of the relationship 
element of the implementation of the cadre of 
national leaders in SMA TN are as follows: 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

Figure 1: Application of interdisciplinary relationships in terms of the implementation of national leader cadre 
programs in high school TN. 
 
The collaboration from scientific discipline produces 
two levels: 

1) The Macro level, produces the competence 
value of national leaders who have the 
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ability to determine the policies and 
strategies of the Indonesian nation to 
realize its national goals. 

2) The Micro level is the implementation 
values that are used as guidance in the 
process of the cadre of the leader of the 
nation in SMA TN. 

The Issues raised in the research of regeneration 
of leaders of the nation in SMA TN, namely: (1) is 
there relevant the implementation of the nation's 
leader regeneration in SMA TN with the interests of 
the Indonesian nation, (2) on the macro level, 
whether the values of the collaboration result of the 
scientific discipline systemically be the basis of the 
needs, goals and objectives of the program of 
managing the regeneration of Indonesia leaders in 
SMA TN? (3) In micro level, the emphasis is to 
know how the stages of process of the nation's leader 
regeneration in accordance with Stake's 
Countenance Model include: (1) how the basic 
needs, objectives of the program and educational 
instruments, (2) how the process of organizing i.e.; 
recruitment, teaching, learning, training, parenting 
and supervision, and (3) how the results of 
achievement. 

 

3 RESEARCH METHOD 

This research used qualitative method with program 
evaluation approach. The data were collected using 
research instrument with interview technique, 
observation, document study and questionnaire. The 
data were collected from competent informants in 
the field, namely the personnel of the educational 
institution and the students of SMA TN. The data 
obtained are tested its validity using data 
triangulation techniques that include triangulation of 
data sources, triangulation of data collection 
techniques and time triangulation. 

Data analysis techniques using Miles and 
Huberman through the process of data reduction 
process, data presentation and 
conclusion/verification. Evaluation uses the Stake 
Countenance Model, through three stages: (1) the 
input/antecedents, (2) the process phases 
(transactions) and (3) the outcomes. Records of the 
empirical conditions of these aspects at each stage, 
then compared to the evaluation criteria.  For 
knowing the suitability of each aspect with the aim 
(intents) is done congruence and contingency 
analysis. At the end of the analysis, the results of the 
evaluation are interpreted into three categories: (1) 
high, (2) moderate and (3) low. 

4 ANALYSIS 

The evaluation of implementation the national 
leader's cadre program in Taruna Nusantara Senior 
High School based on these results findings: 

 
1) Macro Research Result Review based on Theory 

and Apply. 
a. The national leader's cadre program is closely 

related to the Organization Theory, 
Organization Behavior Theory, Organization 
Development Theory, HRM and HCM. 

b. Collaboration values from systemic science  
as the underlying nature of the  
implementation of national  
leader’s cadre program by SMA TN. 

c. Cadre program produce competent national  
leader figures as superior human, supporting 
his leadership effectiveness as national 
human capital assets. 

d. The concept of boarding school constitutes  
the most effective way in cadre program  
through enculturation, socialization,  
internalization and value actualization. 

 
2) Research Findings to be focused on Macro Level 

Improvement from Perspective of Theory and 
Apply. 
a. Special curriculum of SMA TN shall need 

improvement and accession of subject 
materials to reach macro values of the result 
from theory of collaboration: Organization 
Theory, Organization Behavior Theory, 
Organization Development Theory, HRM 
and HCM. 

b. Researcher suggests that in the realization of  
human readiness the knowledge complement 
needs to be improved to university level 
with adjusted and adaptable regional local 
genius in order to empowering the local 
regions. 

c. It requires mapping of detail elaboration of  
each conceptual theory into national leader’s 
cadre program cycle that has been yet owned 
by SMA TN. 

d. It requires developmental concept for SMA  
TN in the future related to the change of free 
tuition into Operational Education Fee that 
influences the recruitment. 

 
3)  Evaluation Result of Macro Review 

Micro points of emphasis on sub-focus aspect in 
the evaluation of educational national leader's 
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cadre program with Stake model through each 
stage are: 
a. Antecedents 

In the prior condition of national leader’s 
cadre program in SMA TN, all aspects show 
in the high category with a mean of 88.2%. It 
indicates that most of the aspects in the 
antecedents include: basics of program 
requirements, goals, and target as well as 
education instruments are established and 
accomplished in accordance to the criteria. 
The following points are causal factors of 
unaccomplished ness to reach mean 88.2%: 
a)  Particular Curriculum of SMA TN 

The special curriculum of SMA TN still 
needs to be refined, especially the content 
of the substance of improvement in the 
subject materials related to the macro 
values that reach the national strategy 
policy. 

b)  The obstacles faced in the development of  
Teachers and Education Personnel of 
SMA TN are: a) TNI Law Number 34 
Year 2004 prohibits the active TNI to be 
assigned as a guardian, complicating 
recruitment and may result in reciting 
quality of training and guidance. (b) 
Severance system that has not been 
programmed to guarantee the retirement 
period so that it affects the work ethic 
especially for educators and senior 
educational.  

c)  Mechanism Procedures 
Mechanism procedure of SMA TN has 
not met the standards and criteria with 
low value. It has not been formulated in 
the manual. The execution of inter-
functional relationship has been run based 
on the job description as stated in the 
organization structure of SMA TN. 

d)  Educational Technology and Information 
Educational technology and information 
of SMA TN acquires moderate evaluation 
results since it is still under developments 
among them are:  70%  of  learning  
media  and  network  and hardware 
rearrangement, 40% of integrated 
software development and information 
system and 75% of requirement of 
learning process and administration 
support. 

 
 
 

b. Transactions 
The implementation of the national leader's 
high cadre program of SMA TN is in the high 
category with an average grade of 90.2%. 
This means that most of the aspects contained 
in the transactions stage are carried out 
according to the criteria. The evaluation 
results of each aspect are described as 
follows: 
a) Recruitment has been implemented  

through the stages as outlined in the New 
Student Admission Guidelines, New 
Student Admission Report and 
Evaluation of New Student Admission. 

b) Teaching: teachers are able to prepare  
planning, implementation, evaluation of 
teaching and enrichment of teaching 
materials with proper technique, time, 
precise target according to educational 
goals. 

c) Educating is done by parenting  
techniques, teach, love, and care for 
through the method of guidance  

(pamong). The Pamong/P3 has: figure, 
character, integrity, discipline and able to 
accompany the students. The guardian has 
the ability to observe the students' 
behavioral symptoms, the ability to do the 
treatment, the ability to evaluate the care 
provided. 

d)  Training has been aligned with what is 
taught. The Trainers are able to arrange 
and plan the training according to time 
and activities available. The Trainers are 
able to deliver the training material, using 
various methods or techniques that vary in 
providing practice. With realized 
conducive and safe atmosphere, they are 
able to evaluate the results of the training. 

e)  Management has been established through 
some stages: preparation of work program 
plan and budget plan (PKRA), 
implementation of education 
management, reporting and supervision of 
the implementation of education 
management. It has achieved the quality 
of service and administration of well- 
accredited SMA TN, with ISO 9001: 
2015 standards. In the management SMA 
TN has achieved the accreditation value 
from the School Accreditation Board 
2015 with 99 scores. 

f)  Institutional relationships with partners 
have been effective, the results achieved 
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include: scholarships to selected students 
continue to grow from year to year, grant 
support facilities, and inter-school 
exchange programs including the 
provision of student opportunities in 
following the continuation of after 
graduated from SMA TN. 

g) Evaluation has been done on each process 
starting from recruitment process of 
students up to institute relationship 
process with partners/stakeholders. 

5 RESULTS 

5.1 Outcomes 

The result of national leader's cadre program in 
SMA TN shows in the high category with an 
average of 92%. This means that most of the aspects 
contained in the outcomes stage are implemented in 
accordance with established standards and criteria. 
The evaluation results of each aspect are described 
as follows: 

1) The result of internalizing evaluation of three 
aspects of leadership values in the behavior 
of students has met the criteria and standards 
determined by the indicator: 

a) The development of personality values 
from the spiritual, social and 
leadership aspects, each student 
continues to increase empirically 
according to the stages of coaching 
student personality. 

b) The average graduation rate of 
students from 2012 to 2016 was 83.4 
at least while the standard score of 
graduation = 70. 

c) Four failures of students to meet the 
minimum value ≥ 70 from 1590 
students, it indicates that there are 
0.25% students who fail. 

2) National exam results (UN) have met the  
criteria and standards specified for: 

a) Social majors and the values include 
respectively: Mathematics = 78.87, 
Indonesian = 78.66 and English = 
79.07. 

b) Natural Science/Mathematics and 
Science majors and  the value include 
respectively: Mathematics = 82.12, 
Indonesian = 82.68, and English = 
81.83. 

c) National exam results for   
Mathematics, Indonesian and English 
subjects in both Social Studies and 
Natural Science/Mathematics and 
Science on average ≥ 70. 

3) The average values of practice exam of 
Physics, Chemistry and Biology subjects in 
2012 until 2016 have met the standards and 
criteria. The average score of practice exams 
of each subject is: 

a) Physics = 80.76 
b) Chemistry = 80.59 c)   Biology = 

81.67. While the passing standard 
value for the Physics, Chemistry and 
Biology subjects exam is on average = 
80. 

4) In the results of physical fitness test (A, B 
and C) average value is above the passing 
standard 75. The result of physical fitness test 
of students who graduated from 2012 to 2016 
is 78.8 ≥ 75. 

5) The absorptivity of graduates has fulfilled the 
standards and criteria. From 1993 to 2016 
there are 6685 students from 6949 graduates 
who continue the study (97%), they are 
respectively: national university and service: 
48.1%, TNI and Akpol Academy: 31.1%, 
STIN: 1.7%, private university: 14%, and 
overseas education: 5.1%. It indicates 90% of 
the standard absorptivity has been reached. 

6) Character integrity and graduates insights 
a) Showing the stability of the soul and 

standout adaptability of the 
environment, especially 
discipline/orderliness and 
responsibility for the task. 

b) Posses tenacity, competitive soul,  
dedication, moral, honesty and high  
responsibility. 

c) Sympathetic, excellent performance in 
the lead of hence the positive impact 
of the work shows in the environment. 

d) Showing the ability to be a paragon 
for the environment, talents that are 
certifiable for the organization, 
commitment to achieve good 
performance. 

e) Showing good behavior, decencies in 
speech, hardworking and zealous 
mindset. 

f) Showing non-discriminating way        
in making friends/subordinates, not 
primordial/fanatic to certain tribe and 
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religion and showing friendliness with 
anyone. 

g)  Having a high korsa nature (respect, 
loyalty, awareness and selfless), 
militancy (strong sense of nationalism, 
tenacious fighting spirit, tough and 
independent). 

7)   Career Development of Graduates 
a)  The majority positions held normally 

is strategic position as a succession to 
be top leaders in various agencies. 

b)  The advantage of the profession is able 
to compete, with the distribution of 
positions in various professions so as 
to build networking across the 
professions in and outside the country. 
Meanwhile, in provincial level there 
are around 15 graduates and the 
numbers keep increasing year by year. 

c) The relatively young age has a great 
career opportunity to reach top of the 
profession. 

e)  Posses the character of integrity, 
independence, soul korsa (respect, 
loyalty, awareness and selfless) and 
hardworking power to support success 
in the career. 

6 CONCLUSIONS 

In conclusion, the evaluation of national leader's 
cadre program in SMA TN at all stages is done 
according to the standard and criteria, with average 
achievement value in Antecedences, Transactions 
and Outcomes stages respectively 88.2%, 90.7%, 
and 92%. 

To achieve the expected conditions, these are 
some recommendations to be considered: 

1) Concept Development is highly suggested to 
be increase, namely: the concept of 
organizational development, the concept of 
education management development, the 
concept of personnel management 
development, the concept of financing/funds. 

2) The   strategies   adopted   include:   
Development   of   Organizational Structure, 
Development of HRM Strategy and Building 
and Expanding Institutional Relations. 

3) Creating strategic plan of roadmap/blueprint 
for the short, medium and long term as the 
basis of development based on the concept 
predetermined. 

4) Maintaining and improving the quality of 
SMA TN and its components and always 
updating to respond to the challenges of 
change so that the public trust is established 
as a selected educational institution. 

5) Updating  special  curriculum  of  SMA  TN  
in  order  to  add  subject materials that reach 
the macro values. 

6) Continuous socialization to the community 
and all stakeholders about the importance of 
the right education in addressing the 
challenges of the nation of Indonesia in the 
future. The step of the regeneration of the 
Indonesian nation leaders carried out by 
SMA TN will get support and reinforcement 
in realizing the goals of education. 

7) The Indonesian Defense Minister as the SMA 
TN Trustees needs to issue policies related to 
the TNI Law No. 34 of 2004 which prohibits 
active TNI being assigned to be instructor as 
SMA TN officials. This is very necessary to 
prevent the decline in the quality of teachings 
in the field of service, training and care. 

8) It is necessary to build the University of 
Nusantara, whose scientific uses are adjusted 
to the potential of student's origin regions,  as 
a continuation of the concept of regional 
human investments, creating human capital 
that is ready to lead their region. 

9) Mechanism Procedure of SMA TN needs to 
be made in the form of a guidebook equipped 
with IT applications as a reference in 
arranging harmony of work relationships 
between functions/elements therefore it will 
be more effective and efficient and facilitate 
supervision. 

10) Information and technology (IT) of education 
needs to be continuously improved in line 
with the needs of the continuing education of 
SMA TN, in particular can guarantee and 
protect the interference, the entry of 
information contrary to the values of 
education through gadgets. 

11) Special  treatment  for  students  from  certain  
regions  needs  to  be continued as a 
consequence of fulfillment of archipelagic 
unity in diversity. 

12) Monitoring results of internalization of 
leadership values of high school alumni who 
work in various agencies needs to continue to 
be done as consideration in the 
implementation of education in SMA TN. 
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Abstract: The Effect of Customer Value and Experiential Marketing on Customer’s Loyalty with Customer’s 
Satisfaction as Intervening Variable: A Case Study on GO-JEK Consumers in Makassar. The research 
aimed to examine and analyze the effect of customer value and experiential marketing on consumer’s 
loyalty with consumer’s satisfaction as intervening variable. The analysis units were the users of GO-JEK 
transportation service in Makassar City. The sample consisted of 172 respondents selected using accidental 
sampling method. The data were obtained using questionnaires. They were analyzed using Structural 
Equational Modeling (SEM) processed with AMOS version 22 program. The results of the research indicate 
that customer value significantly affects costumer’s satisfaction and loyalty. Experiential marketing 
significantly affects costumer’s satisfaction and loyalty. Costumer’s satisfaction significantly affects 
costumer’s loyalty. Customer value and experiential marketing significantly affects costumer’s loyalty 
through costumer’s satisfaction. Costumer’s satisfaction and loyalty is more influenced by experiential 
marketing compared to customer value. 

1 INTRODUCTION 

The rapid development of technology has created a 
new digital era. The rapid growth in computer 
technology, telecommunications, information, 
transportation and other technologies has had a 
major impact on how companies deliver value to 
customers (Kotler and Armstrong, 2008: 28). The 
presence of online application technology on 
smartphones based on Android, iOS, or Windows 
has brought significant changes in various aspects, 
both in terms of aspects of life, social, economic, 
and not least in the aspect of transportation. 

PT. GO-JEK Indonesia is a transportation service 
company that use a motorbike and car almost all of 
Indonesia's coverage areas. GO-JEK is one of the 
transportation providers that presents solutions for 
the society, because GO-JEK has an application 
system that is easy to use because in one application 
there are various services in it. The main services of 
GO-JEK include, Go-Ride, Go-Car, Go-Mart, Go-
Send, Go-Clean, Go-Massage, and Go-Tix, etc. 
Now, GO-JEK has been operating in the areas of big 

cities such as Jakarta, Bandung, Surabaya, Bali, 
Makassar, etc. 

Targeting, acquiring, and retaining the customers 
is the core of many successful companies. The 
importance of carefully focusing on loyal and 
desirable customers in selected segments and how to 
build and maintain their loyalty through a 
relationship marketing strategy. The aim is to build 
relationships and bring loyal customers who will 
continue to use company services in the future 
(Lovelock et al., 2010: 76). 

Transportation industry depend on services such 
as GO-JEK, it is very likely that consumers will 
move to other service providers for certain reasons. 
These reasons need to be anticipated by the 
company to determine the strategy, because the key 
to the company still exist in the competitive 
competition to maintain the customers. Therefore, 
companies need to create value and experience when 
customers use these products and services. 

The progress of online transportation in 
particular GO-JEK is not on one’s own, now there 
are competitors who are trying to providing service 
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using different marketing techniques to be able to 
reach the hearts of consumers, now present in 
Makassar, that is GRAB and UBER. 

Companies are competing to provide excellent 
service for consumers, because then consumers will 
feel satisfaction and can encourage these customers 
to be loyal. However, in reality there are only 
shortcomings that arise regarding the online-based 
transportation system. Complaints also vary, ranging 
from the application system itself, as well as from 
partners (drivers). 

In business, loving customers means achieving 
their loyalty by high values and touching their 
feelings and souls. Moreover, consumers want 
products that can really make them happy and be 
suited their lifestyle, and provide great experience. 
In intense competition, the service business must 
begin to look at the application of experiential 
marketing, which provides emotional experiences 
that are unique, positive, and impressive to 
customers (Alma, 2007: 265). 

However, customers are not just loyal to the 
companies. We need to create value for them to be 
faithful. Research has proven that relationships can 
produce value for individuals through factors such as 
providing greater confidence, offering benefits, and 
special treatment (Lovelock et al., 2010: 78). 

2 THEORICAL FRAMEWORK 

Zeithaml (1988) says that customer value is an 
evaluation of the benefits of a product or service 
perceived by customers compared to what the 
customer has issued to obtain the product or service. 
The customer value concept gives consumers an idea 
about the company, considers what they want, and 
believes that they get benefits from a product 
(Woodruff, 1997). 

The customer estimates which offer will deliver 
the highest value and act on that estimate. Whether 
or not an offer is expected to affect customer 
satisfaction and the dimensions of the probability 
that the customer will use or buy another product or 
service (Kotler and Keller, 2009: 136). Customer 
value refers to a company's ability to create and add 
value to goods and services, especially for the 
services they offer to customers or aspects of their 
business services (Johnson and Weinstein in 
McFarlane, 2013). Basically customer value consists 
of 4 parts, namely: (1) service, (2) quality, (3) 
image, and (4) price. 

Experiential marketing can be useful for a 
company that wants to improve a brand to improve 
brands that are in a decline, differentiate their 
products from competing products, create an image 

and identity for a company, increase innovation and 
persuade customers to try and buy the products 
(Maghnati et al, 2012). According of experiential 
marketing, Bernd Schmitt in Zena and Hadisumarto 
(2012), said: to determine marketing of satisfaction, 
delivery of solutions, problems, or benefits is still 
too narrow. The higher perceived experiential 
marketing, the higher customer satisfaction is felt 
(Lee et al., 2011). 

Gentile et al. (2007) differentiate six experiential 
components, such as the following: (1) sensory, (2) 
emotional, (3) cognitive, (4) pragmatic, (5) lifestyle, 
and (6) relational. According to Schmitt in Alkilani 
et al. (2013), Experiential Modules (SEMs) describe 
five types of customer experience that are the basis 
of experiential marketing, the five types are sense, 
feel, think, act, and relate. 

Customer satisfaction depends on performance of 
the product's assumptions to the buyer's 
expectations. If product performance does not meet 
expectations, customers are disappointed. If product 
performance is due with expectations, customers are 
satisfied. If performance exceeds expectations, 
customers are very satisfied (Kotler and Armstrong, 
2008: 16). There are many benefits to the company 
from a high level of customer satisfaction. This can 
increase customer loyalty and churn customer move, 
reduce customer price sensitivity, reduce failed 
marketing costs and create new customers, reduce 
operating costs due to an increase in the number of 
customers, increase advertising effectiveness, and 
improve business reputation (Kim et al., 2004). 

The parameters of customer satisfaction 
indicators in this study were measured using the 
indicator by Azizah (2012) which was adjusted to 
the object of research, namely: (1) pleasure, showing 
the extent to which the customers were happy with 
the experience of using services (2) the right choice, 
measured from feelings that arise in choosing a 
company as a partner, whether it is right or not, and 
(3) suitability of expectations, which is measured by 
the feeling of happy customers arising from the 
company's ability to meet all expectations. 

Creating strong relationships with customers is a 
dream of all marketers and this is often the key to 
long-term marketing success (Kotler & Keller, 2009: 
153). Once we get to know customers, we must 
maintain good relationships with them. We must 
know the customer personally, one by one, so that 
we can have a description of their needs, desires, 
preferences and behavior (Kotler et al., 2010: 186). 

Rewards from loyalty are long-term and 
cumulative. The longer the loyalty of a customer, the 
greater of profit the company receives from one of 
these customers. According to Griffin (2003: 11) 
increased loyalty can save costs in at least 6 fields: 
1) marketing costs are reduced (customer takeover 
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costs are higher than the cost of maintaining 
customers; 2) transaction costs are lower; 3) 
customer turnover costs are reduced (fewer missing 
customers must be replaced; 4) the success of cross-
selling has increased, causing a greater share of 
customers; 5) word of mouth reporting becomes 
more positive, assuming loyal customers also feel 
satisfied; 6) the cost of failure decreases (reduction 
in rework, warranty claims, etc.). 

The variable customer loyalty in this study was 
measured by three indicators, Zeithaml et al. (1996), 
namely: (1) Telling positive things about products, 
(2) Recommending someone to product has been 
consumed to a friend (recommending products to 
others), and (3) Repurchase intention to product that 
has been consumed (re-purchase). 

3 RESEARCH METHOD 

This research was conducted on consumers using a 
questionnaire to users who had used GO-JEK online 
service transportation located in the city of 
Makassar. In this study, the population used was 
consumers of GO-JEK online transportation services 
in the last 4 months, namely the period January-
April 2018. In determining the sample size, this 
study is based on the calculations put forward by 
Slovin as follows: 

 

𝑛
𝑁

1 𝑁𝑒
 

Based on the formula, samples taken in this study 
are: 

n
1.439.696

1 1.439.696 5%
399,91

400 responden 
 
From the calculation above, it can be seen that 

the number of samples used in this study were 400 
people. 

Data collection by field research, which is a 
study conducted directly into the field, in this study 
conducted by interviewing users of GO-JEK online 
transportation services in Makassar as well as 
providing a list of questions in the form of a 
questionnaire. 

This study uses a quantitative approach in data 
analysis, the analytical method used in analyzing 
empirical data collected by researchers includes (1) 
descriptive statistical analysis intended to determine 
the frequency distribution of questionnaire, and (2) 
inferential statistical analysis used to test the 
research hypothesis is Structural Equation Modeling 
(SEM). 

4 ANALYSIS 

In this study 400 questionnaires were distributed, 
which were disseminated through offline and online. 
The questionnaire returned only as many as 200, this 
was due to the limitations of the research time, for 
one month. In addition, after verification, 28 
questionnaires were aborted because they did not 
complete the data on the questions and statements in 
the questionnaire, so that overall there were 172 
questionnaires that were feasible to analyze. 

4.1 Measurement Model 

Table 1 below presents the results of the mean and 
loading factors of each indicator in study variable. 
 

Table 1: Loading Factor 

Variabel Indikator Mean 
Loading 
Faktor 

P-
value 

Customer 
Value 

CVS1 4,13 0,777 Fix 
CVS2 3,86 0,720 0,000 
CVQ1 3,85 0,710 0,000 
CVQ2 4,05 0,788 0,000 
CVI1 3,86 0,597 0,000 
CVI2 4,18 0,679 0,000 
CVP1 3,57 0,905 0,000 
CVP2 3,63 0,817 0,000 
CVP3 3,22 0,767 0,000 

Experiential 
Marketing 

EMS1 4,19 0,793 Fix 
EMS2 4,20 0,789 0,000 
EMF1 4,16 0,794 0,000 
EMF2 4,20 0,702 0,000 
EMT1 4,38 0,638 0,000 
EMT2 4,03 0,733 0,000 
EMA1 4,27 0,705 0,000 
EMA2 4,07 0,847 0,000 
EMR1 3,71 0,792 0,000 
EMR2 4,05 0,886 0,000 

Customer 
satisfaction 

KPS1 3,97 0,767 Fix 
KPP1 4,05 0,768 0,000 
KPH1 4,12 0,733 0,000 
KPH2 4,01 0,795 0,000 

Customer 
loyalty 

LPT1 4,25 0,679 Fix 
LPT2 4,20 0,756 0,000 
LPF1 4,11 0,777 0,000 
LPR1 4,08 0,803 0,000 

Source: Primary Data Processed, 2018 
 
Based on Table 1, that all indicators significantly 

measure their respective variables. The results of 

Effect of Customer Value and Experiential Marketing to Customer Loyalty with Customer Satisfaction as Intervening Variable: Case Study
on Go-Jek Makassar Consumers

769



 

this analysis also show that the strongest Customer 
Value measure is CVP 1 (factor loading 0.905 and 
mean 3.57). Thus, it can be seen that Customer 
Value is mainly influenced by lower prices than 
similar competitors. Experiential Marketing is 
known that the most powerful indicator as a measure 
is EMA 1 (loading factor 0.886 and mean 4.05). 
Thus it can be seen that Experiential Marketing is 
primarily influenced by getting attractive rewards 
after using the GO-JEK application. Customer 
satisfaction is known that the most powerful 
indicator as a measure is KPH 2 (loading factor 
0.795 and mean 4.01). Thus it can be seen that 
Customer Satisfaction is primarily influenced by 
satisfying experience after using GO-JEK services. 
Customer loyalty is known that the strongest 
indicator as a measure is KPH 2 (factor loading 
0.803 and mean 4.08). Thus it can be seen that 
Customer Satisfaction is primarily influenced by the 
delivery of the latest information about GO-JEK. 

4.2 SEM Assumption 

Before SEM analysis, the assumptions that underlie 
the SEM model are tested, namely, normality, 
outliers and linearity. Testing whether or not there 
are univariate outliers is done by analyzing the 
Zscore value from the research data used. If there is 
a greater Zscore value ± 3.0, it will be categorized as 
an outlier. This univariate outlier test uses the SPSS 
program assistance. Based on the results of data 
processing for testing the presence or absence of 
outliers, it can be shown that the data does not occur 
univariate outlier problems. The proof is marked by 
a Zscore value below 3 or not in the range of 3 to 4. 
If in the data there is a univariate outlier it will not 
be removed from the analysis because the data 
describes the real situation and there is no specific 
reason for the profile of the respondent (Ferdinand, 
2002). 

To test the presence or absence of outliers, can be 
seen with mahalanobis distance (Md). Mahalanobis 
distance is evaluated using the value of 56,892. 
From the distance of Mahalanobis with the most 
distant observation point is the respondent to 104 
with an Md value = 55,483. When compared with 
the value of 56,892, then the value of Md 86th point 
<56,892, it is concluded that all observation points 
are not outliers. 

Testing the linearity assumption is done by the 
Curve Fit method. The results of linearity testing 
show that all linear models are significant because 
the Sig value is <0.05 so it is concluded that the 
linearity assumptions have been fulfilled. 
 

4.3 Goodness of Fit 

The results of testing the overall goodness of fit 
model, according to the results of SEM analysis, to 
find out whether the hypothetical model is supported 
by empirical data, are given in Table 2 below.  
 

Table 2: Goodness of Fit Overall Model 
Criteria Cut of  value Result  Conclusion 

Chi-square 

Probability 

RMSEA 

GFI 

AGFI 

CMIN/DF 

TLI 

CFI 

389,313 

≥ 0,05 

≤ 0,08 

≥ 0,90 

≥ 0,90 

≤ 2 

≥ 0,95 

≥ 0,95 

529,498 

0,000 

0,056 

0,833 

0,804 

1,535 

0.942 

0,947 

Marjinal 

Marjinal 

Baik 

Marjinal 

Marjinal 

Baik 

Marjinal 

Marjinal 

Source: Primary Data Processed, 2018 
 

The results of the Goodness of Fit Overall test 
based on Table 2 show that 6 of 9 Goodness of fit 
which shows good models, namely CMIN / DF, 
GFI, CFI, RMSEA. According to Arbuckle and 
Wothke, in Solimun (2009), the best criteria used as 
an indication of the goodness of the model is the 
value of Chi Square / DF which is less than 2, and 
RMSEA which is below 0.08. In this study, the 
values of CMIN / DF and RMSEA have met the cut-
off value. Therefore the SEM model in this study is 
suitable and feasible to use, so that interpretation can 
be carried out for further discussion. 

4.4 SEM Analysis Structural 

In this structural model, 5 hypotheses of 
relationships between variables (direct efect) are 
tested. The following is presented in full the results 
of testing the relationship between research variables 
as follows:  

 
Table 3: Structural Modeling of SEM: Direct Effect 

Corelation 
between 
variables 

Coeff. P-value Conclusion 

H1 

Customer 
Value (CV) 
towards 
Customer 
Satisfaction 
(KP)

0,232 0,000 Significant 

H2 

Experiential 
Marketing 
(EM) towards 
Customer 
Satisfaction 
(KP)

0,837 0,000 Significant 

UNICEES 2018 - 1st Unimed International Conference on Economics Education and Social Science

770



 

H3 

Customer 
Value (CV) 
towards 
Customer 
Loyalty (LP) 

0,121 0,029 Significant 

H4 

Experiential 
Marketing 
(EM) towards 
Customer 
Loyalty (LP) 

0,434 0,000 Significant 

H5 

Customer 
Satisfaction 
(KP) towards 
Customer 
Loyalty (LP) 

0,570 0,000 Significant 

Source: Primary Data Processed, 2018 
 
Graphically presented as follows: 
 

 
Figure 1:  Structural Modeling of SEM: Direct Effect 

In Table 3 it can be seen that the greatest weight 
for total effect is the effect of Relationship 
Marketing (RM) on Customer Satisfaction (KN) 
with a weight of 0.527. Besides testing the direct 
effect, SEM is also known as indirect effect. Indirect 
influence is the result of multiplying 2 (two) direct 
influences. Indirect influence is significant if the two 
direct influences that make it up are significant. The 
following is presented the results of indirect 
influence. 

 
Table 4: Structural Modeling of SEM: Indirect 

Effect 
 

Indirect 
Effect 

Coeff. Direct 
Effect 

Coeff. 
Indirec
t Effect 

Zscore 
(P-

Value
) 

Con. 

H
6 

Customer 
Value (CV) 
towards 
Customer 
Loyalty 
(LP) 
through 
Customer 
Satisfaction 
(KP) 

CV 
→ 

KP = 
0,23

2 

KP 
→ 

LP = 
0,57

0 

0,132 0,000 
Sign
if-
icant 

H
7 

Experientia
l Marketing 
(EM) 
towards 
Customer 
Loyalty 
(LP) 
through 
Customer 
Satisfaction 
(KP) 

EM 
→ 

KP = 
0,83

7 

KP 
→ 

LP = 
0,57

0 

0,477 0,000 
Sign
if-
icant 

Source: Primary Data Processed, 2018 

5 RESULTS 

5.1 Direct Effect between Customer 
Value and Customer Satisfaction 

The results of the analysis of customer value found 
that customer value has a significant influence on 
customer satisfaction, which means that the higher 
the customer value, the higher customer satisfaction. 
Based on the results of data processing it is known 
that the value of Critical Ratio (CR) influence 
between customer value variables on customer 
satisfaction is equal to 3.388 with a Probability (P) 
of 0.000. The results of these two values provide 
information that the effect of customer value 
variables on customer satisfaction can be accepted, 
because it meets the requirements above 1.96 for 
Critical Ratio (CR) and below 0.05 for Probability 
(P), thus it can be said that these findings can be 
accepted. 

This research also supports previous studies 
conducted by Vedadi et al. (2013) The Effect of 
Customer Value and Satisfaction on Customer 
Loyalty: The Moderating Role of Ethical Reputation 
to visitors to the Tehran Heart Center hospital in 
Iran. The results of the study show that customer 
value significantly influences customer satisfaction. 
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5.2 Direct Effect between Experiential 
Marketing and Customer 
Satisfaction 

The results of the analysis of experiential marketing 
found that experiential marketing has a significant 
influence on customer satisfaction, which means that 
the higher the experiential marketing, the higher 
customer satisfaction. Based on the results of data 
processing it is known that the value of Critical 
Ratio (CR) influence between experiential marketing 
variables on customer satisfaction is 9,157 with a 
Probability (P) value of 0,000. The results of these 
two values provide information that the influence of 
experiential marketing variables on customer 
satisfaction can be accepted, because it meets the 
requirements above 1.96 for Critical Ratio (CR) and 
below 0.05 for Probability (P), thus it can be said 
that the findings of this study acceptable. 

This research also supports previous studies 
conducted by Kusumawati (2011) about analyzing 
the influence of experiential marketing on customer 
satisfaction and loyalty: the case of Hypermart 
Malang Town Square (MATOS). Ekoputra et al. 
(2015) conducted a study of The Effect of 
Experimental Marketing on Customer Satisfaction 
and Loyalty Restaurant 150 Eatery in Bogor, the 
results showed that experiential marketing had a 
significant effect on customer satisfaction. 

5.3 Direct Effect between Customer 
Value and Customer Loyalty 

The results of the analysis of customer value found 
that customer value findings have a significant effect 
on customer loyalty, which means that the higher the 
customer value, the higher customer loyalty. Based 
on the results of data processing it is known that the 
value of Critical Ratio (CR) influence between 
customer value variables on customer loyalty is 
equal to 2.189 with a Probability (P) value of 0.029. 
The results of these two values provide information 
that the effect of customer value variables on 
customer loyalty can be accepted, because it meets 
the requirements above 1.96 for Critical Ratio (CR) 
and below 0.05 for Probability (P), thus it can be 
said that the findings of this study acceptable. 

This study also supports previous studies 
conducted by Lai et al. (2008) conducted a study of 
How Quality, Value, Image, and Satisfaction Create 
Loyalty at a Chinese Telecom. The results show that 
value has a positive and significant effect on loyalty. 
The research conducted by Vedadi et al. (2013) The 
Effect of Customer Value and Satisfaction on 
Customer Loyalty: The Moderating Role of Ethical 

Reputation to visitors to the Tehran Heart Center 
hospital in Iran. The results show that customer 
value has a positive effect on loyalty. 

5.4 Direct Effect between Experiential 
Marketing and Customer Loyalty 

The results of this analysis of experiential marketing 
found that experiential marketing has a significant 
influence on customer loyalty, which means that the 
higher the experiential marketing, the higher 
customer loyalty. Based on the results of data 
processing it is known that the value of Critical 
Ratio (CR) influence between experiential marketing 
variables on customer loyalty is 3.861 with a 
Probability (P) value of 0.000. The results of these 
two values provide information that the influence of 
experiential marketing variables on customer loyalty 
is acceptable, because it meets the requirements 
above 1.96 for Critical Ratio (CR) and below 0.05 
for Probability (P), thus it can be said that the 
findings of this study acceptable. 

Pham and Huang (2017) conducted a study of 
The Impact of Experiential Marketing on 
Customers's Experiential Value and Satisfaction: An 
Empirical Study in Vietnam Hotel Sector, the results 
showed that experiential marketing had a significant 
effect on loyalty. Wu and Tseng (2015) conducted a 
study of Customer Satisfaction and Loyalty in 
Online Shop: An Experiential Marketing Perspective 
result showed that experiential marketing had a 
positive effect on customer loyalty. 

5.5 Direct Effect between Customer 
Satisfaction and Customer Loyalty 

The results of the analysis of customer satisfaction 
found that customer satisfaction has a significant 
influence on customer loyalty, which means that the 
higher customer satisfaction, the higher customer 
loyalty. Based on the results of data processing it is 
known that the value of Critical Ratio (CR) 
influence between customer loyalty variables on 
customer loyalty is equal to 4.645 with a Probability 
(P) of 0.000. The results of these two values provide 
information that the influence of customer loyalty 
variables on customer loyalty can be accepted, 
because it meets the requirements above 1.96 for 
Critical Ratio (CR) and below 0.05 for Probability 
(P), thus it can be said that the findings of this study 
acceptable. 

Munizu and Hamid (2015) conducted a study of 
the Satisfaction and Loyalty Improvement Model on 
the Quality of Higher Education Services, the results 
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showed that satisfaction had a significant effect on 
student loyalty. 

5.6 Indirect Effects of Customer Value 
on Customer Loyalty through 
Customer Satisfaction 

If seen from the indirect influence of customer value 
on customer satisfaction through customer loyalty, 
the indirect influence between customer value and 
customer loyalty is 0.232. Given that this indirect 
influence is formed by two direct influences, namely 
the direct influence of customer value and customer 
satisfaction, and the direct effect of customer 
satisfaction and customer loyalty, where both 
influences are significant, it can also be explained 
that the indirect influence is significant. This 
indicates the indirect influence of customer value 
and customer loyalty through customer satisfaction. 

The research conducted by Vedadi et al. (2013) 
The Effect of Customer Value and Satisfaction on 
Customer Loyalty: The Moderating Role of Ethical 
Reputation to visitors to the Tehran Heart Center 
hospital in Iran. The results show that customer 
value has a positive effect on customer satisfaction 
and loyalty. The meaning of this finding is that 
customer value indirectly has an influence on 
customer loyalty through customer satisfaction in 
GO-JEK online service users. 

5.7 Indirect Effect of Experiential 
Marketing on Customer Loyalty 
through Customer Satisfaction 

When viewed from the indirect influence of 
experiential marketing on customer loyalty through 
customer satisfaction, there is an indirect influence 
between experiential marketing on customer loyalty 
of 0.363. Since these indirect effects are formed by 
two direct influences, namely the direct influence of 
experiential marketing on customer satisfaction, and 
the direct influence of customer satisfaction and 
customer loyalty, where both direct effects are 
significant, it can also be explained that the indirect 
influence is significant. 

Kusumawati (2011) conducted a study of the 
effect of the analysis of the effect of Experiential 
Marketing on customer satisfaction and loyalty: the 
case of Hypermart Malang Town Square (MATOS). 
The results showed that experiential marketing had a 
positive and significant effect on customer loyalty. 
The meaning of these findings is that indirectly 
experiential marketing has an influence on customer 
loyalty through customer satisfaction on GO-JEK 
online service users. 

6 CONCLUSIONS 

6.1 Finding 

Based on the background, formulation of the 
problem, the purpose of research, theoretical studies, 
empirical studies, hypotheses, and test results, it can 
be summarized as follows: 
1) Customer value has a significant effect on 

customer satisfaction. Where the better 
customer value provided by GO-JEK online 
transportation service providers will increase 
customer satisfaction 

2) Experiential marketing has a significant effect 
on customer satisfaction. Where the better 
experiential marketing provided by GO-JEK 
online transportation service providers will 
increase customer satisfaction 

3) Customer value has a significant effect on 
customer loyalty. Where the higher customer 
value provided by GO-JEK online 
transportation service providers will increase 
loyalty so that it will have an impact on the 
low level of customer turnover (churn) to other 
brands or competitors. 

4) Experiential marketing has a significant effect 
on customer loyalty. Where the higher 
experiential marketing provided by GO-JEK 
online transportation service providers will 
increase loyalty so that it will have an impact 
on the low level of customer turnover (churn) 
to other brands or competitors. 

5) Customer satisfaction has a significant effect 
on customer loyalty, which means, if the level 
of customer satisfaction is high it will have an 
impact on loyalty. Likewise, vice versa, if the 
satisfaction level is low, it will result in a low 
customer turnover (churn) to another brand or 
competitor. 

6) Customer value has a significant effect on 
customer loyalty through customer 
satisfaction, which means that the higher 
customer value, will affect the high customer 
loyalty through customer satisfaction. This 
finding is in accordance with the customer 
value concept. 

7) Experiential marketing has a significant effect 
on customer loyalty through customer 
satisfaction, which means that the higher 
experiential marketing will affect the high 
customer loyalty through customer 
satisfaction. This finding is in accordance with 
the concept of experiential marketing. 
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6.2 Recommendation 

This research still has limitations so it still needs 
to be improved. Suggestions that can be submitted 
for further research, as follows:  
1) GO-JEK online transportation service 

providers in Makassar should maintain 
customer value and experiential marketing that 
exist today and need to be upgraded to the 
latest features of the application, innovate, 
provide attractive promos to customers, and 
improve service systems to make customers 
more satisfied and not move to competing 
brands. 

2) The GO-JEK online transportation service 
provider in Makassar city should give special 
awards to customers who have long used 
transportation facilities so that they are more 
loyal and recommend to those around them to 
become customers of this transportation 
service provider. 

3) For the future, it would be better if research 
was conducted on other variables that were 
thought to have an influence on customer 
satisfaction and customer loyalty in GO-JEK 
transport users in Makassar so that companies 
could make improvements to further increase 
customer satisfaction and loyalty. 
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Abstract: The study aims to determine and analyze the effect of charismatic leaders, profession attitudes on  of the 
work ethic of University Lecturers in Indonesia in the facing of Industrial Revolution 4.0. The method used 
in this research is using survey The approach used in this study is correlation, respondents are 105 lecturers 
with proportional sampling technique. Data were analyzed using regression and correlation techniques. The 
results of data analysis using regression and correlation showed that, (1) there is the effect of direct 
charismatic leaders on the lecturers work ethic, (2) there is the effect of direct profession attitudes on the 
lecturers work ethic, and (3) there is the effect of direct charismatic leaders on the lecturers profession 
attitudes. Implications of research efforts to improve the lecturers work ethic of the University in Jakarta in 
the facing the era Industrial Revolution 4.0, the effectiveness of charismatic leaders must be increased, the 
positive attitude of lecturers on their profession. 

1 INTRODUCTION 

The era Industrial Revolution 4.0 is characterized by 
a comprehensive transformation of all aspects of 
industrial production through the incorporation of 
digital and internet technology with conventional 
industries and integration of Cyber Physical System 
(CPS) and Internet of Things and Services (IoT and 
IoS) in to industrial processes. (Lavanya.Shylaja, 
Santhosh, 2017).  

Lifter and Tschiener stated that the basic 
principle of industry 4.0 is to implement intelligent 
networks, workflows, systems and the incorporation 
of machines in the chain and production processes to 
control each other independently. (Liffler and 
Tschiesner, 2013), according to Prasetio and Sutopo, 
that the Industrial Revolution 4.0 aims to improve 
the competitiveness of each country's industry in the 
facing a very dynamic global market. But on the 
other hand is the challenge of the Indonesian people. 
(Hadi Prasetio and Wahyudi Sutopo, 2018). As 
stated by Wolter, there are 5 challenges from the 
Industrial Revolution 4.0, namely: (1) information 
technology security, (2) reliability and stability of 
production machinery, (3) lack of adequate skills, 
(4) no change in policy determinants, (5) ) loss of a 

lot of work because of changing technology 
automation services (Yahya, 2018).  

Responding to the challenges of the industrial 
revolution 4.0, strategic efforts are needed from all 
components of the nation, in particular, the 
government, academics and society to improve the 
quality of Indonesia's human resources to have 
competitiveness in the Industrial market.  

The higher education is a strategic path in 
improving the quality of human resources strived to 
be managed professionally by building relationships 
with the industrial world. As Jauhari and Thomas 
stated, that the partnership between university and 
industry through exchanging information and 
research products has the potential to accelerate a 
nation's economic growth (Vinnie, 2013: 239) in 
meeting the needs and challenges of the Industrial 
Revolution 4.0.  

In meeting the challenges and demands of the 
market needs of the industrial revolution 4.0 
industry, University are strived to produce 
independent, creative and innovative human 
resources and be able to compete in industries 
internationally. Suhaemi and Aedi, stated that efforts 
to improve the management quality of tertiary 
institutions in Indonesia began with improving 
lecturer competency, but in reality, the planning, 
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preparation and implementation of lecturer 
competency management policies in Indonesia were 
considered to be less concerned with industrial 
market needs, ignoring student needs, managing 
lecturer competencies has not been managed 
properly, and various professional development 
efforts of lecturers have failed. This condition 
affects the low competence of lecturers. (Suhaemi 
and Nur Aedi, 2016) 

Lecturers are a strategic component in the 
management of university. So that lecturers are 
required to have a work ethic and a positive attitude 
to the profession. But in practice, the work ethic of 
the lecturer is still considered low, the low work 
ethic of the lecturer influences the low overall 
performance of the organization. 

In the management of effective tertiary 
institutions, the work ethic of the lecturer is a key 
factor and determines the success of the quality of 
graduates in accordance with the needs of the 
industrial market, because lecturers are the leading 
implementers of higher education activities. 
Therefore lecturers are required to have a good work 
ethic in carrying out their duties and functions in 
accordance with the tri dharma of higher education. 
Work ethic is work behavior to describe trust in 
one's own business, work is God's calling, achieving 
high achievements in work, hard work, discipline, 
cooperation, obeying regulations and loving work. 
(Christoph A. Schaltegger, Benno Torgler, 2009).   

Many factors influence the work ethic of 
lecturers, two factors are charismatic leaders and 
professional attitudes. Charismatic leaders is a 
leadership style that utilizes privileges in the aspects 
of the leader's personality, giving rise to respect, 
reluctance, obedience and admiration by followers 
with a vision of leadership relevant to the needs of 
followers. (Fatt, 2013).  

The application of the charismatic leaders style 
in managing higher education can arouse the morale 
of lecturers. Apart from charismatic leaders as a 
variable that influences the work ethic of lecturers, 
other variables that influence the work ethic are 
professional attitude variables. The profession's 
attitude is a tendency to react positively or 
negatively, happy or unhappy and support the 
profession's duties. (Liakopoulou, 2011).  

In an effort to improve the work ethic of the 
lecturer, the lecturer is required to have a positive 
attitude towards his profession, because the lecturer's 
pleasure in his profession can arouse morale, hard 
work, discipline, and strive to achieve high 
achievements. To develop the work ethic of lecturers 
in building academic character, emotional character 
and lecturers' spiritual character can be done through 
the application of effective charismatic leaders and 

building a positive attitude towards the profession of 
the lecturer. 

The development of work ethics is an important 
aspect in forming lecturers who have academic 
character, emotional character and spiritual character 
as an alternative to human resource management in 
higher education in meeting the needs and 
challenges of the Industrial Revolution 4.0. 

Based on the above thoughts, it is important to 
do research on the influence of charismatic leaders 
and professional attitudes towards the work ethic of 
university lecturers in the Jakarta area in Indonesia. 

The problem in this study is (1) there  is the 
effect of the profession attitudes toward work ethic, 
(2) there  is the effect of charismatic leaders toward 
profession attitudes, (3) there  is the effect 
charismatic leaders toward profession attitudes.. 

2 THEORICAL FRAMEWORK 

2.1 Work Ethics 
Work ethic comes from the Greek, originating from 
the word "ethos" which means character or 
character. The means of terminologically, ethos 
means the characteristics, attitudes, habits, and 
special beliefs about an individual or group of 
people. (Madjid, 2010: 411).  

Work ethic is the key in shaping employee 
ethical behavior, fostering work ethics is an effective 
way of improving organizational performance. 
(Valentine, Godkin, Fleischman, Kidwell, R. 2011).  
Work ethic is the basis of building a collective 
mindset of a society or nation that is actualized in 
the will to be responsible for controlling destiny, 
seeking innovation and tenacity. (Jaya, 2017). 

Weber as a popular thinker developed work ethic 
thinking, according to Weber that Protestant ethics 
has developed work is the path to salvation. The 
basic concept of work ethics was initiated by Luther 
and Calvin as the first thinkers in the history of 
European civilization, establishing work culture 
norms to have benefits for individual interests and 
have positive moral values as a manifestation of 
devotion to God. (Schaltegger, 2010). 

According to Weber that Protestant reform had 
produced radical changes in the Protestant belief 
system about work in the 16th century. Before 
reforms took place, work was considered a burden 
and something to be avoided. The religious reforms 
carried out by Luther and John emphasized that all 
forms of work of any weight can elevate human 
dignity. In fact, perseverance in work is a form of 
high obedience to God in Christian teachings. The 
essence of the Protestant Work Ethic is to respect 
work, work can improve human status, work hard, 
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feel satisfied in achieving achievements through 
work and have a commitment to organization. (Peter 
E. Mudrack, 1997). Weber, emphasizes that work 
ethics is understood as a social norm by respecting 
high efforts and dedication in work, "wasting time in 
principle is the most deadly sin". Therefore, hard 
work promises ethical compensation. Loving leisure 
time is very detrimental to individuals who show 
morality in their efforts is low. (Pedro Forquesato, 
2016). 

From the above thoughts, it indicates that the 
essence of the ethos of work is hard work, respect 
for time, passion for achieving high achievement, 
work as a way to get to safety and a form of 
devotion to God. In this Kaiyan. Meriac revealed, 
work ethic can be measured from: (a) centrality of 
work, (b) independence, (c) hard work, (e) morality / 
ethics, (f) delay in gratification, (g) time 
management, the importance of efficient use of time 
. (Meriac, 2012). Wirawan stated, the work ethic 
indicator is: work is work is a way to achieve 
happiness, commitment to work, hard work is a 
source of success, work is investment, time 
management, ambition to excel, discipline, honesty, 
avoid conflicts of interest, and believe that work 
contribute to individual morals, welfare and justice. 
(Wirawan, 2008: 58). 

Based on the above thoughts, it can be stated that 
work ethic is a work behavior that describes trust in 
one's own business, work is God's calling, work 
achieves achievement, hard work, tenacious, honest, 
disciplined, responsible, independent. 

 
2.2 Charismatic Leaders. 
Charismatic leaders theory is influenced by Max 
Weber's ideas. Charisma from the word charisma is 
interpreted as authority; authority; the excess gift 
from God to someone. (Breward, Langton, Robbins, 
Judge, 2016: 389). The word comes from the Greek 
which means "great inspired blessings", such as the 
ability to do miracles or predict future events. 
Charisma as a condition or talent that is associated 
with the extraordinary ability of one's leadership to 
arouse worship and admiration from the community 
towards him, leadership attributes are based on the 
quality of personality ". (Breward, Langton, 
Robbins, Judge, 2016: 389) Weber uses the term 
charisma to explain the influence of followers' 
perceptions that leaders are blessed with 
extraordinary qualities. (Weber, 2010: 58). In the 
traditional paradigm, charisma means extraordinary 
ability to influence and make followers obedient. 
(Andrew Leigh, 2009: xii). 

Charismatic leaders is based on the extraordinary 
qualities that a person has as a person. Weber, states 
that charismatic leaders is born from a social crisis, a 
leader emerges with a radical vision that offers a 

solution to overcome the crisis, followers trust 
leaders as extraordinary people. (Gary Yukl, 2009: 
291). According to Andrew Leigh, charismatic 
leaders is able to influence others by utilizing 
privileges because to identify the personal 
attractiveness inherent in a person, the personality 
qualities of charismatic leaders are a gift from God. 
(Rival and Murni, 2009: 89). 

Charisma is an attribute of the interactive process 
between leaders and followers with the appearance 
of someone who is considered charismatic, with 
attributes: self-confidence, strong beliefs, calm 
attitude, speaking ability, and vision of leaders 
relevant to the needs of followers.  

Some social scientists have formulated a newer 
version of the theory to explain charismatic leaders 
in organizations. (Pradhan, 2012) This 
"neocharismatic" theory developed some of Weber's 
ideas, but in other cases they have abandoned his 
initial conception of charismatic leaders. (Rival and 
Murni, 2009: 89). According to Conger and 
Kanungo, followers of charismatic qualities, a leader 
is jointly determined by his behavior, leadership 
skills and aspects of the situation. (Gary Yukl, 2009: 
291). 

A leader who is classified as a charismatic type 
generally has enormous authority over his followers. 
The authority that emanates from him is a potential 
he has brought from birth. Charismatic leaders have 
supernatural power, (Max Weber, 1998: 58). 
According to, Max Weber that the term charisma 
will be of a certain form of personality apart from 
ordinary forms and exceptionally special powers or 
qualities. (Walid, 2010: 20). A charismatic leader is 
a leader who is admired by many followers even 
though these followers cannot always explain 
concretely why the person is admired. Meanwhile, 
Robert House, in Stephen Robbins, identifies three 
characteristics of charismatic leaders, namely 
extraordinary self-confidence, power, and 
determination in the beliefs held. (Robbins, et. Al. 
2009: 499-500). 

Conger and Kanungo in Breward, Langton, 
Robbins, Judge, stated that there are 4 main 
characteristics of charismatic leaders, namely: (1) 
Vision and articulation namely having a vision that 
is stated as an ideal goal that proposes a better future 
and is able to clarify the importance of 
understandable vision by others, (2) Ready to take 
personal risks which are ready to take high personal 
risks, bear high costs, and be involved in self-
sacrifice to achieve vision, (3) have sensitivity to 
followers 'needs and are responsive to followers' 
needs and feelings, and ( 4) Unconventional 
behavior that is involved in behavior that is 
considered contrary to the norm. (Breward, Langton, 
Robbins, Judge, 2016). Critics point out several 

The Effect of Charismatic Leaders, Profession Attitudes toward the Work Ethics of University Lecturers in Indonesia in the Facing of
Indutrial Revolution 4.0

777



 

reasons why it is always desirable to have 
charismatic leaders who occupy important positions 
in private and public sector organizations. (Yukl, 
2009: 296). In this connection Breward, Langton, 
Robbins, and Judge, stated that the weakness of 
charismatic leaders is that when organizations need 
major change, charismatic leaders are able to inspire 
followers to face the challenges of change, be 
responsible for organizations when the crisis ends 
and are believed to be able to make dramatic 
changes. This is a weakness of charismatic leaders, 
because of the charisma of the charisma of leaders in 
inspiring followers to face change and their belief in 
making dramatic changes. Charismatic leaders 
cannot listen to their followers, become 
uncomfortable when challenged by aggressive 
followers, to make realistic changes. (Breward, 
Langton, Robbins, Judge, 2016: 392). 

From the above thoughts, it can be stated that 
charismatic leaders is a leader who has the ability to 
move other people by utilizing privileges in the 
nature or aspects of the personality possessed by the 
leader so as to generate respect, reluctance, and 
obedience, admired by followers. Characteristics of 
charismatic leaders, namely extraordinary high self-
esteem, power, and determination in the beliefs held. 

 
2.3 Profession Attitude 
Attitude is someone's readiness to act on 
something." Bruno, states attitude is "a relatively 
sedentary tendency to react in a way good or bad to 
certain people or goods." (Muhibbin Shah, 2009: 
120) Wirawan, states, "attitude can positive, and can 
also be negative". (Sarwono, 2010: 103-104). A 
positive attitude is the tendency of actions to 
approach, like, expect certain objects. While 
negative attitudes there is a tendency to stay away 
from, avoid, hate, dislike certain objects. In this 
regard Bruno in the Shah stated that, attitude 
(attitude) is a relatively sedentary tendency to react 
well or badly to certain people or goods. (Muhibbin 
Shah, 2009: 120) According to Sukmadinata that, 
attitude is a motivation because it shows a person's 
interest in an object. Someone who has a positive 
attitude towards something will show great 
motivation towards it. (Sukmadinata. 2010: 
34)According to Rita, Richard and Hilgard stated 
that, attitude is the most central concept in social 
psychology, attitude includes feeling like and 
disliking, approaching or avoiding situations. The 
attitude as a component of the system consists of 
three parts. Beliefs reflect cognitive; affective and 
behavioral component actions. (Atkinson, and 
Hilgaid. 2001: 371) Mulyana specifies the 
relationship between values, attitudes, motives and 
encouragement. (Mulyana. 2009: 43). In line with 
that, Rita K. baltus stated, "attitude is readiness to 

act which concerns the mind and emotions" (Baltus, 
2009: 97). According to Robbins that attitude is an 
evaluative statement that is either beneficial or 
unfavorable, regarding objects, people or events. 
(Robbins. 2010: 138-139). Czerw and Grabowski, 
stated that attitude refers to an individual who is 
passionate in carrying out his professional duties and 
views the profession as a respectable and respected 
job. The attitude component consists of the affective, 
cognitive, and behavioral aspects of the element, 
including all types of individual feelings towards the 
outside world (Czerw and Damian 2015).  

From the above, it can be stated that the attitude 
of the profession is the tendency to react positively  
or negative, happy or unhappy and supporting the 
profession's duties, including the dimensions of 
cognitive, affective, and conative towards the 
profession. 

In the reality, lecturers' positive attitudes 
influence student academic careers and lecturers' 
academic careers, so to improve students' academic 
careers and academic careers lecturers need to 
develop positive attitudes of lecturers towards their 
professions. 

3 RESEARCH METHOD 

The method used in this research is used survey 
method that is doing direct research at a university in 
Jakarta of Indonesia. Data collection tool used is 
questionnaire. The research data was collected by 
using the researcher developed questioner and given 
to the sample from the population. The research 
respondents are lactures University in Jakarta with 
105 people and the sample is determined by using 
cluster random sampling technique. The variable of 
work ethic as dependent variable, while the variable 
of charismatic leaders, profession attitudes as 
independent variable. 

Questionnaire of charismatic leaders, profession 
attitude and work ethic  model validated by product 
moment correlation formula, while reliability is 
measured by Alpha Cronbach formula. Data analysis 
using simple correlation and regression techniques. 

4 RESULT AND DISCUSSION 

4.1 Results  
1) The Effect of Charismatic Leaders Toward Work 
Ethic 
Based on the Anova or F-test, the F count is 11.247 
with a significance level of 0.001. Since probability 
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(0,001) is much smaller than 0.05, the regression 
model can be used to predict work ethic. 
 

Table 1: Data Calculation 
Model Sum of 

Squares 
df Mean 

Squares 
F Sig.

Regresion 
Residual 
Rotal 

788.811 
7224.104 
8012.914 

1 
103 
104

188,811 
70.137 

11.247 .001

 
Based on regression and linearity test result can 

be concluded that linear regression of Y over X1 
with regression equation is Ŷ = 90.851 + 0,310 x1. 

Since the probability of an F test of 0.000 is 
much smaller than 0.05, the regression model is 
significant. This means that the charismatic leaders 
does affect the learning work ethic. 

From the calculation of simple correlation 
coefficient between, X2 with Y obtained price r = 
0,314. Because of the probability of 0.001 then P 
<0.05, thus the null hypothesis which states the 
simple correlation coefficient between X1 and X3 is 
meaningful. Based on the above test results can be 
concluded that the effect of charismatic leaders to 
work ethic. 

From the results of research shows that the effect 
of charismatic leaders to Work ethic. The strength of 
the relationship can be seen from the magnitude of 
the coefficient of determination. Coefficient of 
determination for charismatic leaders (X1) to work 
ethic (X3) equal to  0,98. It can be interpreted that 
9,8 % variation of work ethic is determined by 
charismatic leaders. This means that the increase and 
decrease of work ethic by 9,8 % can be explained by 
charismatic leaders through simple linear regression 
equation Ŷ = Ŷ = 90.851 + 0,310X1. 

The research results can be understood, because 
the charismatic leaders on work ethic will determine 
the success of work ethic of the University lactures 
in Jakarta. 
 
2). The Effect of Profession Attitudes Toward Work 
Ethic 
Based on the Anova or Ftest, the Fcount is 11.247 
with a significance level of 0.000. Since probability 
(0,000) is much smaller than 0.05, the regression 
model can be used to predict work ethic. 
 

Table 2: Data Calculation 
Model Sum of 

Squares 
df Mean 

Squares 
F Sig.

Regresion 
Residual 
Rotal 

4020.630 
3992.284 
8012.914 

1 
103 
104

4020.630 
38.760 

103.731 .000

 

Based on regression and linearity test result can 
be concluded that linear regression of Y over X1 
with regression equation is Ŷ =  56.220 + 0,573 X1. 

Since the probability of an Ftest of 0.000 is much 
smaller than 0.05, the regression model is 
significant. This means that the profession attitudes 
does affect the learning work ethic. 

From the calculation of simple correlation 
coefficient between, X2 with Y obtained price r =  
0,708. Because of the probability of 0.000 then P 
<0.05, thus the null hypothesis which states the 
simple correlation coefficient between X1 and X3 is 
meaningful. Based on the above test results can be 
concluded that the effect of profession attitudes to 
work ethic. 

From the results of research shows that the effect 
of profession attitudes to Work ethic. The strength of 
the relationship can be seen from the magnitude of 
the coefficient of determination. Coefficient of 
determination for profession attitudes (X1) to work 
ethic (X3) equal to  0,508. It can be interpreted that 
50,8 % variation of work ethic is determined by 
profession attitudes. This means that the increase 
and decrease of work ethic by 50,8 % can be 
explained by profession attitudes through simple 
linear regression equation  Ŷ = 56.220 + 0,573 X1 

The reserch results can be understood, because 
the profession attitudes on work ethic will determine 
the success of work ethic of the University lactures 
in Jakarta. 

 
3).The Effect of Charismatic Leaders Toward 
Profession Attitudes 
Based on the Anova or F-test, the F count is 21.788 
with a significance level of 0.000. Since probability 
(0,000) is much smaller than 0.05, the regression 
model can be used to predict profession attitudes. 
 

Table 3: Data calculation 
Model Sum of

Squares 
df Mean 

Squares 
F Sig.

Regresion
Residual 
Rotal

2136.074
7224.104 
12234.248

1
103 
104

2136.074 
 

21.788 .000

Based on regression and linearity test result can 
be concluded that linear regression of Y over X1 
with regression equation is Ŷ =  64.380 + 0,509 X1. 
Since the probability of an F test of 0.000 is much 
smaller than 0.05, the regression model is 
significant. This means that the charismatic leaders 
does affect the learning profession attitudes.  

From the calculation of simple correlation 
coefficient between, X2 with Y obtained price r =  
0,418. Because of the probability of 0.000 then P 
<0.05, thus the null hypothesis which states the 
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simple correlation coefficient between X1 and X3 is 
meaningful. Based on the above test results can be 
concluded that the effect of charismatic leaders to 
profession attitudes. 

From the results of research shows that the effect 
of charismatic leaders to Profession attitudes. The 
strength of the relationship can be seen from the 
magnitude of the coefficient of determination. 
Coefficient of determination for charismatic leaders 
(X1) to profession attitudes (X2) equal to  0,178. It 
can be interpreted that 17,8 % variation of 
profession attitudes is determined by charismatic 
leaders. This means that the increase and decrease of 
profession attitudes by 17,8 % can be explained by 
charismatic leaders through simple linear regression 
equation  Ŷ =  64.380 + 0,509 X1. 

 
4.2 Discussions 
Based on testing of hypothesis X1 over X3, shows 
that: (1)  the effect of charismatic leaders toward 
work ethic shown by coefficient of determination is  
0.98. This shows that the variation that occurs in the 
work ethic is  9,8 % can be explained by charismatic 
leaders, through simple linear regression equation 
which has been tested its significance.(2) the effect 
of profession attitudes toward work ethic shown by 
coefficient of determination is  0.508. This shows 
that the variation that occurs in the work ethic is 
50,8 % can be explained by profession attitudes, 
through simple linear regression equation which has 
been tested its significance, (3) the effect of 
charismatic leaders toward profession attitudes 
shown by coefficient of determination is  0.178. This 
shows that the variation that occurs in the profession 
attitudes is 17,8 % can be explained by charismatic 
leaders, through simple linear regression equation 
which has been tested its significance.   

The reseacrh results can be understood, because 
the charismatic leaders on profession attitudes will 
determine the success of profession attitudes of the 
University lactures of  Jakarta in Indonesia. 

The increased work ethic is a factor that 
encourages the improvement of human resources in 
Higher Education. This is because they are the main 
implementers in managing higher education 
institutions and education, research and development 
after community service. 

In the context of the 4.0 Industrial Revolution 
which is different from the transformation that 
produces a variety of industrial and digital 
technologies with the internet and industry from 
Cyber Physical System (CPS) and Internet of Things 
and Services (IoT and IoS) into the industrial 
process to assemble cyberspace with real world. 

Therefore lecturers are required to be able to think 
logically, creatively and innovatively by developing 
academic abilities and spiritual abilities as a 
manifestation of the development of work ethic. 

The development of a work ethic can be done to 
apply the charismatic leadership style and develop 
innovative attitudes towards the profession. 

Implication of charismatic leadership is an ideal 
leadership style in the management of higher 
education, by the essence of charismatic leadership 
is to integrate aspects of academic intelligence and 
spiritual intelligence of followers. While the 
development will have a positive impact on the 
increase in work, which can lead to increased 
employment. 

5 CONCLUSION 

In general, we have managed to find about (1) the 
effect of the profession attitudes toward work ethic, 
(2) the effect of charismatic leaders toward 
profession attitudes, (3) The effect of charismatic 
leaders toward profession attitudes, therefore in 
order to improve work ethic lecturer who has the 
character of academic, spiritual characteristics and 
emotional character in the face of the needs and 
challenges of the Industrial revolution 4.0, can be 
done through the implementation of charismatic 
leaders that is effective and develop a positive 
attitude lecturer to his profession through various 
ideas and the strengthening of the effectiveness of 
the leadership and the development of positive 
attitudes lecturer . 
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Abstract: Education is increasingly growing along with the development of information technology, especially in 
higher education. These have an impact on the increasing number of universities in Indonesia. One form of 
higher education in Indonesia is Akademi Komunitas Negeri Sidoarjo. The conditions of competition 
between universities encourage Akademi Komunitas Negeri Sidoarjo to be able to maintain and get new 
students every year. The decision of students in determining their choice is crucial for the sustainability of 
Akademi Komunitas Negeri Sidoarjo. What factors they consider in their decisions are information that 
must be known by Akademi Komunitas Negeri Sidoarjo to survive or even win the competition in the 
education services industry. Information about these factors will help Akademi Komunitas Negeri Sidoarjo 
in determining the policies that will be taken later for increasing the competitiveness and the number of 
students of Akademi Komunitas Negeri Sidoarjo for the upcoming years. This research is quantitative 
research where the questionnaire used as main instruments for collecting data. Respondents chosen in this 
research are students and alumni of Akademi Komunitas Negeri Sidoarjo. As many as 100 questionnaires 
are handed out to respondents. Data will be processed using exploratory factor analysis. Based on the result, 
eight factors influence students and alumni decision on choosing Akademi Komunitas Negeri Sidoarjo. 
Those eight factors are the reduction result from factor analytic process. They are quality of education and 
human resources, promotion and reference, study program, personal factors and alumni success, time and a 
scholarship offer, location, university status and job prospects, and cost factor. 

1 INTRODUCTION 

Education is a significant factor for the survival of 
the nation's life and supporting factors that carry out 
a crucial role in all sectors of life. Education is 
believed to be a strategic tool to improve human life 
and investment that provides social and personal 
benefits that make the nation dignified and 
individuals become a human who has degrees 
(Engkoswara and Komariah, 2010). 

Education is increasingly growing along with 
the development of information technology, 
especially in higher education. These have an impact 
on the increasing number of universities in 
Indonesia. One form of higher education in 
Indonesia is Akademi Komunitas Negeri Sidoarjo. 
According to data obtained from the Ministry of 

Research and Higher Education of the Republic of 
Indonesia, the number of universities registered in 
Indonesia reached 4,504 units. One form of higher 
education in Indonesia is Akademi Komunitas 
Negeri Sidoarjo.  

At present, the paradigm in seeing education 
begins to shift, which initially education is view and 
studied as a social aspect, now people see education 
as a corporate (Mundir, 2016). Intensive competition 
demands in education encourage universities to be 
more oriented to the concept of marketing and 
develop it as a strategy (Ming, 2010). 

Students are one of the significant resources in 
higher education institutions. The increasing number 
of students of the higher education institution 
usually goes hand in hand with quality improvement 
and trust of the public toward the institution. The 
existence of students is very influential in the 
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financials of the higher education institution and 
influence the learning process to produce good 
quality output. 

Based on data, the number of students entering 
Akademi Komunitas Negeri Sidoarjo experienced 
ups and downs. In 2015, the number of students who 
study at Akademi Komunitas Negeri Sidoarjo 
experienced a decline from previous years. Although 
in 2016 the number of students has increased, in 
2017 Akademi Komunitas Negeri Sidoarjo has 
decreased again. 

The conditions of competition between 
universities encourage Akademi Komunitas Negeri 
Sidoarjo to be able to maintain and get new students 
every year. The decision of students in determining 
their choice is crucial for the sustainability of 
Akademi Komunitas Negeri Sidoarjo. If a university 
wants to achieve success in dealing with how to get 
the number of students high enrollment in the future 
must practice integrated marketing practices 
(Alipour et al., 2012). What factors they consider in 
their decisions are information that must be known 
by Akademi Komunitas Negeri Sidoarjo to survive 
or even win the competition in the education 
services industry. Information about these factors 
will help Akademi Komunitas Negeri Sidoarjo in 
determining the policies that will be taken later for 
increasing the competitiveness and the number of 
students of Akademi Komunitas Negeri Sidoarjo for 
the upcoming years. 

2 LITERATURE REVIEW 

Decision making is the act of choosing an alternative 
from several alternatives (Griffin, 2012). Syamsi 
(2007) state that decisions are the result of the 
thought process that can be used to solve the 
problems faced. According to Terry (2008), decision 
making is the choice of behavioral alternatives from 
several alternatives. In making decisions, people 
who act as decision makers make comparisons and 
evaluate the benefits. Kotler and Keller (2016) 
explained that consumer decision making includes 
all processes that consumers go through in 
identifying problems, finding solutions, evaluating 
alternatives and choosing between their purchasing 
choices. Kotler, (2016) stated that consumer 
decisions are influenced by a cultural, social, 
personal and psychological of a consumer. 

Higher education institutions begin competing, 
so it is necessary to anticipate consumer behavior in 
choosing. According to Kotler and Keller (2016), 

consumer behavior is a study of how the behavior 
people in the process of fulfilling the needs of 
goods, services, ideas, or experiences to provide 
satisfaction with the needs and desires of people in a 
society. Schiffman and Kanuk (2010) stated that 
consumer behavior influenced by several factors, 
namely psychological, environmental, individual, 
and marketing mix when buying goods/services. 
Rafiq and Ahmed (in Goi, 2009) said that the 
marketing mix for educational services is a product, 
price, promotion, people, physical evidence, and 
process. Things that are considered by someone in 
buying goods/services will influence the behavior of 
the consumer in deciding the purchase of 
goods/services. 

Bawantara (2007)stated that the things that are 
considered by students in continuing their studies at 
a college are family income, reference groups, their 
own will, and family. Manoku (2015) stated that 
most studies tried to understand the process of 
selecting higher education included in the category 
of economic models, sociological models, and the 
incorporation of the two models. Marketing services 
are another model which able to explain the process 
of selecting higher education institutions which can 
be influenced by internal and external factors 
included in the communication effort. 

3 RESEARCH METHODS 

This research is quantitative research where the 
questionnaire used as main instruments for 
collecting data. Respondents chosen in this research 
are students and alumni of Akademi Komunitas 
Negeri Sidoarjo. As many as 100 questionnaires are 
handed out to respondents. Data will be processed 
using exploratory factor analysis. For this research, 
respondents will be asked to list questions related to 
the factors that influence them in choosing Akademi 
Komunitas Negeri Sidoarjo. The questionnaire 
divided into two main parts. The first part is the 
demographics of the respondents, such as year of 
generation, gender, majors, age, school origin, 
regional origin, parent's occupation, the source of 
funds and average monthly expenditure. The second 
part will discuss factors that influence the decision 
to choose Akademi Komunitas Negeri Sidoarjo. The 
questionnaire was designed using a Likert scale 
where each answer is given a weight of 1 to 5, then 
the values processed and used to be a measure of 
these variables. 
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The data analysis technique uses exploratory 
factor analysis which is a multivariate statistical 
technique used to reduce and summarize all 
dependent and interdependent variables. This 
research tries to discover the relationship 
(interrelationship) of several independent indicators 
that make independent indicators less than initial and 
easy to control. 

4 ANALYSIS  

Profile of Respondents 
 
In this section, related matters presented with the 
description of the respondent. The description 
provided the characteristics of respondents who 
become objects to research. About 80% of 
respondents are in the class of 2016 and 2017, and 
the rest are alumni from Akademi Komunitas Negeri 
Sidoarjo. About 55% of the respondents are male 
students, while the rest are female. 75% of 
respondents came from Sidoarjo, 8% from Surabaya 
and Madura, while others came from various cities 
in Indonesia. Furthermore, 74% of respondents came 
from SMK, 21% of respondents came from SMA 
and the rest of respondents from MA. For the source 
of educations funding, 56% of respondents come 
from their own, 38% of respondents come from 
parents and the rest of respondent from others.  
 
Descriptive Analysis 

 
There are thirty-two indicators (variables) submitted 
in the questionnaire. From this number, it was 
evident that respondents' perceptions in assessing the 
factors that influenced the decision to choose 
Akademi Komunitas Negeri Sidoarjo were very 
diverse. Table 5 shows the mean of factors that 
evaluated by respondents. 

 
Table 1:Description of respondents based on survey 
results 

No. Indicators Mean 

1 The curriculum is as desired 3.94 

2 
The curriculum fits between 
theory and practice

4:00 

3 Desired department 3.86 

4 Fast completion period 4:07 

5 Flexible time to study 4:40 

6 Scholarships offer 3.80 

7 
Tuition fees are relatively 
affordable

4.54 

8 
Tuition fees paid out in 
installments.

4.38 

9 
Tuition fees according to 
services and facilities  

4.06 

10 
Locations not far from 
home/office

3.93 

11 
Location in the middle of the 
city

4.32 

12 Ease of transportation 3.99 

13 Facilities are adequate 3.48 

14 Quality of service 3.80 

15 Quality of education / teaching 3.79 

16 Quality of teachers / HR 3.95 

17 
The teaching method applies a 
balance between theory and 
practice

4.00 

18 Status as State Universities 4.20 

19 Job opportunity prospects 3.72 

20 
Programs offered according to 
needs

4.03 

21 
Programs are in accordance 
with my current work/business 

3.73 

22 Information from banners 3.02 

23 Information from brochure 3.48 

24 
Information from the 
exhibition/training

3.18 

25 Information from broadcast 3.23 

26 
Recommendations from old 
students/alumni

3.13 

27 
Recommendations from friends 
or family

3.52 

28 Own willingness 4.07 

29 Parental advice 2.76 

30 There is no age limit 4.07 

31 Alumni success 3.45 

32 
Direct interaction with 
prospective students and the 
community.

3.65 

 
The results show that the indicator has the 

highest mean score is on the seventh indicator with 
4.54, which is tuition fees are relatively affordable. 
While the indicator that has the lowest mean score 
with 2.76 is in the twenty-ninth indicator parental 
advice. 

 
Factor Analysis 

Factor analysis is one of the multivariate statistics 
and used to analyze variables that are thought to 
have links with each other so that the linkages 
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explained and mapped or grouped into the right 
factors. Factor analysis in this research used with the 
aim of exploring new indicators that produce a 
factor. Model or factor analysis technique using 
Principal Component Analysis (PCA). 

Bartlett's test of sphericity is used to examine 
interdependence between items that are indicators of 
a variable or factor. Olkin's Keizer-Meyer (KMO) 
measure of sampling adequacy is an index number 
to compare the magnitude of the correlation 
coefficient of observation with the partial ones. 

 
Table 2: Bartlett's test of sphericity and Keizer-
Meyer Olkin (KMO) 

KMO and Bartlett's Test 
Kaiser-Meyer-Olkin's Measure 
of Sampling Adequacy. .782 

Bartlett'sTest 
of Sphericity 

Approx. Chi-
Square 1568,871 

df 496
Sig. .000

 
Because the KMO MSA value is greater than 

0.5, factor, analysis continued. The next process is to 
look at the anti-image correlation table to determine 
which variables are eligible for factor analysis. 

In the anti-image correlations, If the correlation 
value (anti-image) has more than 0.5, can be 
analyzed. If the indicator value's below 0.5, must be 
eliminated. Based on the calculation results of the 
anti-image correlations, in the parental advice 
indicator (X29) are worth less than 0.5 so necessary 
to recalculate without the parental advice indicator. 
After recalculation, the KMO value is 0.791. 
Because the KMO MSA value is greater than 0.5, 
factor, analysis continued. Based on the results of 
the calculation anti image correlations, all indicators 
are worth more than 0.5 so that they can proceed to 
the next analysis. 

 
Table 3: Bartlett's test of sphericity and Keizer-
Meyer Olkin (KMO)  

KMO and Bartlett's Test 
Kaiser-Meyer-Olkin's Measure of 
Sampling Adequacy. 

.791 

Bartlett's Test of 
Sphericity 

Approx. Chi-
Square 

1529,355 

df 465 
Sig. .000 

 
After the indicator value's below 0.5 are not 

found, the next step is to do the variable extraction 
process with the Principal Component Analysis 

method and produce the number of factors formed as 
shown in Table 4.  
 

Table 4: Value Eigenvalue and variance explained 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
Total Variance Explained shows the value of 

each variable analyzed. The eigenvalue is a value 
that indicates the number of variants associated with 
each factor. Factors that have an eigenvalue's one are 
factors that included in the model. If the eigenvalue 
is greater than one, the more representative of these 
factors represents the indicator. Table 4. shows that 
the factor components formed in this study are eight. 
In this research, there are eight Eigenvalue’s more 
than 1, which are 9.576, 2.450, 2014, 1,604, 1,351, 
1,2251.169 and 1.052, respectively.  

Furthermore, to clarify the position of each 
variable in each of the factors formed, a rotation 
process is produced. The rotation technique used is 
varimax. Varimax method is an orthogonal rotation 
method to minimize the number of indicators that 
have a large loading factor value on each factor. 

The results of the rotation process are rotation 
matrix components as can be seen in Table 5. The 
component matrix can be interpreted if it has a factor 
loading value's more than 0.5. The larger the loading 
value, the more influence of the observation variable 
on the factor.  

 
Table 5: Rotated Component Matrix 
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In Table 5 shows that factor rotations that 

interpreted are those that have a value of more than 
0.5, namely: 
1. The first factor that shows having a value of 

more than 0.5 is the indicators X14, X15, X16, X17, 
and X32. 

2. The second factor which shows having a value of 
more than 0.5 is the indicators X22, X23, X24, X25, 
and X26. 

3. The third factor that shows having a value of 
more than 0.5 is the indicators X1, X2, X3, and 
X20. 

4. The fourth factor that shows having a value of 
more than 0.5 is the indicators X28, X30, and X31. 

5. The fifth factor which shows having a value of 
more than 0.5 is the indicators X4, X5, and X6. 

6. The sixth factor which shows that it has a value 
of more than 0.5 is the indicators X10, X11, and 
X12. 

7. The seventh factor which indicates having a 
value of more than 0.5 is the indicator X18, X19, 
and X27. 

8. The eighth factor which shows a value of more 
than 0.5 is the indicators X7, X8 and X9. 
The 13th (X3) and 21st (X21) indicators have a 

factor loading value of less than 0.5 for all factors 
from the first to the eighth factor. Therefore, the 13th 
(X3) and 21st (X21) indicators eliminated. 

After the stage of factor rotation, the next step 
taken is the interpretation of factors. This step aims 
to determine which indicators can be included in a 
factor and which cannot be included in a factor. 
After the stage of factor rotation, the following step 
taken is the interpretation of factors. This step aims 
to determine which indicators included or not. The 
naming factors apply the surrogate method, based on 
the highest factor loading value (Simamora, 2008). 
There are eight factors formed in factor rotation. The 

naming factor is according to the larger loading 
factor value. The following are the naming factor: 

 
Table 6: Naming Factors 

Fac-
tor

Naming 
Factor

Indicator 
Factor 

Loading

1 

Quality of 
Education 

and Human 
Resources 

Quality of education / 
teaching (X15) 

0789 

Quality of teachers / HR 
(X16)

0771 

Quality of service (X14) 0.645
The teaching method 
applies a balance between 
theory and practice (X17) 

0.529 

Direct interactions with 
prospective students and 
community (X32) 

0.515 

2 
Promotions 

and 
References 

Information from banners 
(X22)

0.779 

Information from 
exhibitions /training (X24) 

0.774 

Information from broadcast 
(X25)

0.675 

Recommendations from 
old students/alumni (X26) 

0.661 

Information from 
brochures (X23) 

0.629 

3 
Departement 

Programs 

Desired dpartements (X3) 0.762
The curriculum fits 
between theory and 
practice (X2) 

0.647 

The curriculum is as 
desired (X1) 

0.644 

Programs offered 
according to needs (X20) 

0.516 

4 Personal and 
alumni success 

There is no age limit (X30) 0.730
Own willingness (X28) 0.670
alumni success (X31) 0.523

5 
Time and 

Scholarship 
Offer 

Fast completion period 
(X4)

0.765 

Scholarships offer (X6) 0.671
Flexible time to study (X5) 0.606

6 Location 

Location not far from 
home/office (X10) 

0800 

Ease of transportation (X12) 0.725
Location in the middle of 
the city (X11) 

0.718 

7 

Status of 
Higher 

Education 
and Prospects 

for Job 
Opportunities 

Status as State Universities 
(X18)

0.601 

Job opportunity prospects 
(X19)

0.570 

Recommendations from 
friends or family (X27) 

0.543 

8 Tuition 

Tuition fees according to 
services and facilities (X9) 

0.725 

Tuition fees are relatively 
affordable (X7) 

0.636 

Tuition fees paid out in 
installments. (X8) 

0.616 

5 RESULTS 

The factors that influence the decisions of students 
and alumni in choosing Akademi Komunitas Negeri 
Sidoarjo based on the results of the reduction in 
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factor analysis are eight factors. The results of the 31 
items that have been rotated form eight factors 
called the education and HR quality promotions and 
references, departement programs, personal and 
success alumni, scholarship time and offer, location, 
college status and job prospects, and cost factors. 

 
5.1 The Quality of Education and Human 

Resource  
The quality of education and human resources, as 
well as the teaching methods taught, are a 
benchmark of assessment in a college in the view of 
a prospective student. Before registering, 
prospective students try to find information about 
the quality of education and human resources in 
higher education. If qualified, prospective students 
will be confident in the decision to choose a 
university. 

The better and more appropriate education 
services offered by higher education institutions 
with the desire of prospective students, the 
prospective students will tend to be more willing to 
continue their studies in higher education institutions 
that offer such education services (Widikusyanto 
and Satria, 2015) 

 
5.2 Promotional and Reference 
The purpose of promotion is to inform, influence, 
persuade and remind target customers about the 
company. Wijaya (2012) explained that promotion 
on education services, the ability to communicate 
the benefits acquired by universities to potential 
customers of a university.  

Information from alumni will be more 
reliable instead of information obtained from 
advertisements because they can first see and 
observe what they get if they choose to study at 
Akademi Komunitas Negeri Sidoarjo. 

 
5.3 Departemen Factor 
Programs offered by a university will influence 
decision making in choosing a university. This fit 
with Ford in Mehboob, Shah and Bhutto (2012) 
research that various study programs, the flexibility 
of critical changes and varying degree's choice were 
the most important factors for students to choose 
higher education institutions. The more available 
faculties or favorite department owned by 
universities, the more considerate prospective 
students to choose. 

 
5.4 Personal Factors and Success of Alumni 
By students choosing the Akademi Komunitas 
Negeri Sidoarjo on their own and without coercion 
from other parties, they will encourage students to 

learn new things and to develop skills that students 
have had before. 

The success of alumni is also a factor that 
influences student decisions to choose Akademi 
Komunitas Negeri Sidoarjo. If most college alumni 
have successful careers, it shows that entering the 
university will provide students with a higher chance 
of getting a better-paid job (Kusumawati, 
Yanamandram and Perera, 2010). 

 
5.5 Time and Scholarship Offer 
Flexible schedule holds a critical role in the student's 
decision to choose Akademi Komunitas Negeri 
Sidoarjo. Students can increase their knowledge in 
the afternoon after they go to work. One of the 
reasons choose Akademi Komunitas Negeri Sidoarjo 
is time to complete a study fast. 

The availability of financial assistance provides 
motivation selecting a university and help 
underprivileged and accomplished students with 
tuition fee. Yusof in Ming (2010) analyzed that 
financial assistance offered by universities is one of 
the four critical attributes expected from certain 
higher education institutions. 

 
5.6 Location Factor 
Akademi Komunitas Negeri Sidoarjo located in the 
city, easily accessible to public vehicles and location 
not far from house or office is quite a consideration 
for prospective students to choosing Akademi 
Komunitas Negeri Sidoarjo. Those are in line with 
the opinion of Mehboob, Shah and Bhutto, (2012), 
the location of tertiary institutions is a predictor in 
influencing interest in continuing to college. 

 
5.7 Status of Higher Education and Prospects 

for Job Opportunities  
Institutional reputation is a crucial factor that 
considered when choosing higher education 
institutions. Those are in line with previous research 
which also found that the image of institutions is the 
most critical factor in the decision of prospective 
students to choose a university. It believed that the 
more reputable the university, the higher the chance 
to find work easily after graduation or the higher the 
guarantee for students to get a good salary job after 
graduation (Kusumawati, Yanamandram and Perera, 
2010). 

 
5.8 Cost Factor 
The cost factor will be a consideration. The cost of 
education is one of the crucial instrumental 
components in the implementation of education 
(Supriadi, 2010). Without adequate support for 
education costs, the education process will not run 
well. 
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6 CONCLUSION 

There are eight factors formed which influence the 
decisions of students and alumni in choosing 
Akademi Komunitas Negeri Sidoarjo. These eight 
factors are the result of a reduction in the processing 
of factor analysis called educational quality factors 
and human resources, promotion and reference 
factors, study program factors, personal factors and 
alumni success, time factors and scholarship offers, 
location factors, college status factors and prospects 
job opportunities, as well as cost factors. 
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Abstract: To be able to survive amid intense organizational competition, Small Medium Entrepreneurs (SMEs) The 

performance of UNWIR lecturers has not been fully in line with the expectations. Achievement 
of lecturer performance at UNWIR is quite good category. This study aims to determine the 
effects resulting from compensation, competence and job satisfaction on the performance of 
UNWIR lecturers and compensation, competence on job satisfaction. The method used in this 
study is quantitative associative that 104 respondents of UNWIR lecturers are assigned. The data 
was collected by using performance appraisal instrument by chairman of UNWIR and lecturer 
response instrument relating to the compensation, competence and job satisfaction of UNWIR 
lecturer. Data processing were analyzed using path analysis by IBM SPSS 24 software. The 
result showed that performance appraisal of lecturers of UNWIR by chairman of UNWIR is quite 
less / low category, response of lecturer on compensation received is sufficient and the 
competency assessment of each lecturer are respectively in the good category, the perceived job 
satisfaction Lecturers are in the category of satisfaction and overall there is a significant 
relationship between compensation, competence and job satisfaction on performance and there is 
a relationship between compensation and competence on job satisfaction. 

 
 

1 INTRODUCTION 

Wiralodra University of Indramayu (UNWIR) is a 
university located in the district of Indramayu, 
which consists of eight faculties undergraduate level 
with thirteen study programs and one postgraduate 
faculty (UNWIR, 2015). UNWIR has been 
established since 1985 and of course there are many 
challenges that have been faced for 30 years. 
However, even so, the advancement of UNWIR still 
has to be improved. One of the contributing factors 
is the performance of the lecturer. Lecturers are 
professional educationist and scientists who have the 
main task of remodelling, establishing, and 
publicizing technology and art science through 
teaching, exploration, and community service 
society. Lecturers are professional workers at the 
college level selected in accordance with the laws 
and regulations. Lecturers play a role that functions 
to enhance decency, as well as an agent of learning, 
development of science technology and art, and 

community service in order to improve the quality of 
national education. The achievements of UNWIR 
lecturers indicate that lecturers are still lacking in 
exploring research and community service, lecturers 
tend to be active with activities that are not 
associated to their main tasks and functions, and 
they are generally apathetic.  This condition will 
have a negative impact on the continuity of the 
university. Therefore, the factors that cause these 
complications need to be analyzed. The phenomena 
mentioned above are a manifestation of the behavior 
of Unwir lecturers' low performance. In essence, the 
integrity of Unwir relies on achievement of the 
lecturers. Therefore, university executives and 
institutes have to more consider and figure out the 
wishes of the lecturers. Based on the problems as 
described above, the low performance of UNWIR 
lecturers is important to be examined in more detail 
and comprehensively. 

Many factors are thought to affect the 
performance of UNWIR Lecturers, including; 
compensation, career development, work 
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environment, competition and job satisfaction.  
This is confirmed by research conducted by 

Muguongo, Muguna and Murithi (2015),  this study 
it can be argued that if teachers are compensated 
well, they will be encouraged, assured and will have 
positive feelings towards their job and this would 
result  to job satisfaction (Muguongo, muguna, & 
Murithi, 2015). 

Research conducted by Samson, Waiganjo and 
Koima (2015) : Regression results showed that the 
work life balance factors significantly influenced 
employees‟ performance and (β = -0.203; p value = 
0.012 and t value = -2.532) and thus the null 
hypothesis was rejected. The implication of this is 
that work/family and work- extracurricular activities 
must be strategically integrated into the work place 
environments to boost performance in the 
employees. Ignoring these factors will lead to a 
broad emotional and behavioural deficiency thus 
affecting the general performance of the employees 
(Samson, Waiganjo, & Koima, 2015) 

Research conducted by Agustina Rantesalu  et.al. 
which states that: competence has a positive and 
significant effect on employee performance, It can 
be proved by the standardized regression  weight 
estimate of  0,351 and the probability value of 0.018 
< 0,05 (Rantesalu, Mus, & Mapparenta, 2016);   

research by Fadalah (2015): The literature 
confirms that satisfied employees do perform better 
and contribute to the overall success of an 
organizations. On the other hand, employees who 
are not satisfied do not perform well and become a 
barrier to successs. The research suggests that this is 
a global phenomenon and by focusing on improving 
satisfaction and performance, organizations can be 
more successful (Fadlallh, 2015). 

2 THEORICAL FRAMEWORKS 

2.1 The Employees Performance 
The performance is basically what the employees do 
and did not do. The performance of employees is 
affecting the amount of contribution they contribute 
to the organization, among others, including: : the 
output quantity, the quality of the output, the output 
time period, presence at work and their cooperation 
(Pace & Faules, 2006). The opinion emphasizes that 
there are five aspects that require to be done by 
employees in carrying out their main job and 
function which consist of:1) Employees commit to 
the organization in the form of output quantities. 2) 
Employees commit to the organization in the form 
of output quality. 3) Employees commit to the 

organization in the form of time spent.4) Attendance 
at work. 5) The attitude of cooperation between 
fellow employees and obeying the leadership. 
According to Pace and Faule (Pace & Faules, 2006) 
says that: Performance a functional task related to 
the ability of somebody to finish their work, 
especially in the completion of the technical aspects 
of the work, handlng interpersonal tasks with other 
members, including addressing conflict, time 
management, empowering others, work in a group 
and work independently. They stated that 
performance of employees has seven aspects to 
comprise: 1) the completion of tasks in the technical 
aspects. 2) Completing the work with fellow 
employees. 3) Resolving conflicts that occur 
between fellow employees. 4) Get the job done 
effectively. 5) Able to finish the job by empowering 
others. 6) Able to finish the work in a group. 7) Able 
to finish the work independently. 

According to Colquitt, et al., stating Formal 
performance is described as the value of the set of 
employee behaviors that support, both positively and 
negatively in order to achieve organizational goals 
(Colquitt, Lepine, & Wesson, 2015). According to 
George and Jones, argued that Performance is the 
result of an assessment of a person's behavior, which 
is related to the determination of how well a person 
has done his job or done his job (George & Jones, 
2008). 

Based on these definitions, employee 
performance is the level of achievement or the 
execution of the duties of an employee in 
performancing their duties and responsibilities as 
functional workers (George & Jones, 2008). This 
means that Performance is the result of a specific job 
function or activity for a period of time. From that 
understanding, there are three aspects that need to be 
understood by any leader of an organization, 
namely: 1) the clarity of tasks that are the 
responsibility of employees .2) the clarity of the 
expected results by the organization and 3) time 
required to finish the job. 

Based on the opinions of experts above, it can be 
synthesized that employee performance is the 
achievement of functional duties of employees 
during a certain period of time both in qualitative as 
well as quantitative, in accordance of their authority 
and responsibility, as motives and opportunities in 
order to realize the goals, objectives, vision and 
mission of the organization legally, does not violate 
the law and in accordance with the moral or ethical 
values.  The indicators are: objectives, standards, 
feedback, means, motive, opportunity. As for 
performance indicators according to Wibowo 
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(Wibowo, 2016) is : Goals; Standard; Feedback; The 
Tools or Means; Competence; Motives and 
Opportunities. 

 
2.2 Compensation 
Someone who working is contributing time, mind, 
and energy to the organization and as his 
achievements, the organization must provide a 
proper compensation or rewards for meeting the 
needs of self and family life of their employees. 
Compensation played an important role because in 
general the employees want the magnitude of the 
compensation given by the company in proportion to 
the workload, as it also expects to guarantees 
welfare for himself and his family while they were 
still active work and after they reach retirement. 
With a balanced compensation, employees ' welfare 
will be fulfilled and expected employee will get job 
satisfaction so that the employee's performance will 
be high. With regard to that Ivancevich stated that: 
"Compensation is the Human Resources 
Management function that deals with every type of 
reward individuals receive in exchange for 
performing organization tasks" (Ivancevich, 
Konopaske, & Matteso, 2011). It means 
compensation in return from work that has been 
done by employees given by the company as form of 
recognition of the work done by employees. 

It is also said by Milkovich that "Compensation 
is any income in the form of money, goods directly 
or indirectly received by employees in return for 
services rendered to the company" (Milkovich, 
Newman, & Milkovich, 2011). This statement have 
meaning that income in the form of money that 
employee received in return for services rendered on 
the company and all the income in the form of direct 
and indirect goods as rewards that employees 
received the services given to the employee. 

Based on the opinions of experts above, it can be 
synthesized that compensation is the cons 
achievement from all forms of reward in the form of 
money, goods directly and indirectly promised will 
be received by an employee as retribution over 
perceived task in order to achieve goals, with 
indicators; salary, wages, incentives, direct goods 
and allowances. The  indicators of compensation 
(Mathis & Jackson, 2006): 

Direct income consists of: base salary (wages 
and salaries) and the income is not fixed (bonus, 
incentives, perks and daham option). 
 
2.3 Competences 
Competences derive from the word meaning skills, 
capabilities and authorities. Etymologically, 

competence is defined as the dimension of behavior 
skill or excellence leader or someone on staff that 
has the skill (Sutrisno, 2014). Opinion above means 
that an employee must have a proficiency of 
employees in carrying out the task, the ability of 
employees to complete tasks, and skills of 
employees in completing his responsibilities.  

Spencer and Spencer (Jr. & Spencer, 1993) 
competency is defined as "an underlying 
characteristic's of an individual which is causally 
related to criterion-referenced or superior and 
effective performance in a job or situation ". 
Underlying competencies means a part of of a 
person personality who is quite deep and relatively 
settled can predict behavior in a variety of situations 
and tasks. Casually related means that competence 
can cause or predict a person's behavior or 
performance. 

Competence is the ability to execute or do a job 
or task that is based upon skills and knowledge as 
well as supported by the attitude of work required by 
the job. Thus the competency demonstrated skill or 
knowledge is characterized by prefosionalisme in a 
particular field as something that is paramount, as 
the pre-eminent that field (Wibowo, 2016).Opinion 
above means (1) the ability to carry out work that is 
grounded with a skill that is supported by the 
attitude of work to suit the job and (2) the ability to 
carry out work which is based on with the 
knowledge that is supported by the attitude of work 
to suit the job. 

Competence is a fundamental characteristic of 
someone who lets them provide superior 
performance in a job, role or a particular situation. 
Skills are the things that people can do well; 
knowledge is a person knownledge about a topic. 
Social role is the demonstrated image of a person in 
advance of the public. Social role representing what 
people deem is important. Social roles reflect that 
person's values (Sutrisno, 2014). 

The aspects contained in the concept of 
competency as follows (Sutrisno, 2014): 
1. Knowledge. Namely, in the field of cognitive 

awareness.  
2. Comprehension, i.e. the depth of the cognitive 

and affective, owned by individuals.  
3. Skill is something that is owned by the 

individual to perform the task or the job that 
charged him.  

4. Values which is a standard of behavior that had 
been believed to be psychologically and have 
fused in a person.  
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5. Attitude, feeling (happy, likes dislikes) or a 
reaction to a stimulus which is dating from the 
outside.  

6. Interest, i.e. the tendency of a person to perform 
an act.  

Based on the experts’ opinions, it can be synthesized 
that the employee competency are characteristic of 
the knowledge, skills, competences and skills. 
Employee in performing the duties and 
responsibilities effectively characterized by quality 
improvement professional in an occupation, with 
indicators: characteristics of knowledge belonging to 
employees, employee skill characteristics, carry out 
tasks effectively, responsibility responsibility, 
quality improvement professional. Competence 
indicator (Wibowo, 2016): 
1. The characteristics of individual knowledge 
2. Characteristics of individual skills 
3. Carry out tasks effectively 
4. Individuals are responsible for effectively 
5. Improvement of the quality of professional 

work 
 

2.4 Job Satisfaction 
Every individual who works surely expect 
satisfaction from their workplace. Satisfaction is a 
relative and subjective, meaning that each individual 
has a measure of satisfaction. Complacency is a 
condition that is not fixed, but always evolves 
according to the needs a boost from within and from 
outside of the respective individuals. According to 
Robibins in Wibowo said that job satisfaction as a 
general is an attitude towards the work of someone, 
that shows the difference between the numbers of 
awards received workers and the amount they 
believe should they receive (Wibowo, 2016). 
Opinion above has a meaning that job satisfaction is 
the attitude of a person towards his distinction in the 
real results.  

The same views were expressed by Gibson, et.al, 
describe that job satisfaction is the attitude which 
belonged to workers about their jobs (16). It is as a 
result of their perception of the work. 

Whereas Newstrom defines that: "Job 
satisfaction is a collection of pleasant or unpleasant 
feelings and emotions with which employees view 
their work. Job satisfaction is the affective attitude 
of a feeling about joy or dislike relative to something 
" (Newstrom, 2014). Job satisfaction is an affective 
attitude feelings about joy or dislike relative to 
something. Job satisfaction is an indicator of 
individual behavior in the freedom of Association, in 
addition to other indicators such as stress, 

motivation, decision making processes, and 
capabilities.  

According to Colcuitt, Lepin, and Wesson 
expressed Job satisfaction is a pleasant emotional 
state of the job appraisal (Colquitt, Lepine, & 
Wesson, 2015). That means, job satisfaction is a 
pleasant emotional state to the assessment of their 
work. In this case, one person's assessment toward 
one job or work experience, or in other words how 
our feelings about the job and what he thought about 
the job, employees who have high work have the 
feeling that positive when thinking about their job or 
being part of a group in doing its job, while 
employees who work low satisfaction have negative 
feelings when thinking about the job. 

Based on the experts opinions above, it can be 
synthesized that job satisfaction is a set of feelings 
(emotions) that owned the worker as a result of the 
evaluation and the context it works against job 
characteristics work surroundings shows the 
difference of the number of awards received by the 
number they are supposed to receive, with 
indicators: feeling the delightful employees, quality 
supervision, relationship with colleagues, 
opportunities of promotion. 

Indicators of job satisfaction are (Colquitt, 
Lepine, & Wesson, 2015):  
1. The work itself, the work itself which includes 

responsibility, interest and growth  
2. Quality of supervision, which includes technical 

help and social support.  
3. Relationship with co-worker, which includes 

social harmony and respect.  
4. Promotion opportunities, chances for futher 

advancement.  
Pay, in the form  adequacy of pay and a feeling 

of Justice toward those other (perceived equity vis-ả-
vis other). 

3 RESEARCH METHOD 

The research method used was assosiatif quantitative 
methods. Because the free variables with variable 
between bound there are variable between 
(intervening), then the data analysis techniques using 
path analysis. This research is using statistical 
calculation by MS-EXCEL and IBM SPSS 24 
Software. 

This research on population is 141 lecture. Any 
sample using Slovin formulation. 
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n  
N

1 N. e
 

141
1 141 0.05

141
1.3525

104.25 104 lecture 

This research involves five variables, four variables 
can act as a free variable, and one variable as 
variable. The variable compensation (X1), 
competence of the lecturers (X2) is an exogenous 
variable; while a lecturer job satisfaction variables 
(X3) can act as exogenous variable or endogenous 
depends on the structure of the path or anything to 
do. Variable performance lecturer (Y) Act as 
endogenus variable. The proposed relationship 
structure model included into the recursive model 
completely, because endogenous variables 
influenced by variables earlier in the causal 
sequence. Exogenous variables are the variables that 
can only act as free variables; While the variable is a 
variable that can be endogenus as variables bound at 
least, relies on a free variable. Constellation research 
path analysis (path) is described as the following 
Figure 1. 
 
 
 
 
 
 
 
 
 

Figure1: The Constellation Research 
 
This research was carried out in University 
Wiralodra. The research subject as a lecturers 
lecturers with the number of 141 people scattered in 
8 faculties and one Post Graduate.  

This research has two types of variables, namely: 
Bound variable (performance of UNWIR lecturers); 
Intervening variables (job satisfaction of UNWIR 
Lecturers) and variables (Compensation, Lecturers 
empowerment and competence of UNWIR 
lecturers). 
 

Table 1: Variable of Research 
Vari

abel 
Indicator Scale reference 

Compens
ation (X1) 

1. base salary, 
2. wages,  
3. incentives, 
4. the goods 

directly, and  
5. allowances. 

Likert Robert L. 
mathis dan 
John H. 
Jacson(2006
) 

Lecturers 
Compens
ation (X2) 

1. characteristics of 
Lecturer of 
UNWIR 

Test 
and 
micro 

Wibowo 
(2013) 

Vari
abel

Indicator Scale reference 

knowledge, 
2. characteristics of 

lecturer skills 
UNWIR,  

3. carry out tasks 
effectively,  

4. Lecturer 
responsible 
UNWIR,  

5. quality 
improvement 
professional.

teachin
g 

Lecturers 
job 
satisfactio
n (X3) 

1. feeling the 
delightful UNWIR 
lecturer,  

2. the quality of 
supervision, 

3. relationship with 
colleagues,  

4. promotional 
opportunities

Likert Colquitt,Jas
on 
A.,Jeffery 
A.LePine 
and Michael 
J.Wesson 
(2011) 

Performa
nce 
Lecture 
(Y) 

1. purpose, 
2. standard, 
3. feedback, 
4. means,  
5. motive, 
6. opportunities.

Score 
1-5 

Wibowo 
(2015) 

4 ANALYSIS 

4.1 Description of Respondents and Variables 
The respondents in this study consists of 3 graduates 
(2.89%) lecturers, 92 people (88.46%) master's 
degree graduates and 9 people (8.65%) are Doctoral 
graduates. 
4.2 Quality Test Data 

Table 2: Validity variable 

Variable 
Rcritic

al 

Rcount 
Scor

e 
Exp. 

Rbelow Rupper 
Mi

n 

Ma

x 

Lecturer 

performan

ce 

0.349 0.392 0.782 60 119 Valid  

Compensati

on 

0.381 0.350 0.465 50 99 Valid  

Lecturer 

competenci

es 

0.355 0.562 0.777 50 
10

4 
Valid 

Lecturer 

competenci

es 

0.349 0.368 0.616 25 78 Valid 

4.3 Classic Assumtion Test 
1) Test Normality Results  
This normality test aims to study whether the 
distribution of selected samples that derived from a 
population that distribute normally or not. Test study 
on normallitas using IBM SPSS software 24 

βγ

βγ2

β
Β

Β
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assistance. Data distribution is said to be normal 
when the significance value (komogorof- Smirnova) 
> 0.05 
 

Table 3: Test Normality Results 
Tests of Normality 

 

Kolmogorov-Smirnova Shapiro-Wilk 

Statistic Df Sig. Statistic Df Sig. 

X1 .068 104 .200* .988 104 .493

X2 .069 104 .200* .988 104 .452

X3 .071 104 .200* .962 104 .005

Y .067 104 .200* .987 104 .406

*. This is a lower bound of the true significance. 
a. Lilliefors Significance Correction 

 

Based on the results of test of normality as stated in 
Table 3 above, it can be concluded that all variables 
distribute normally because the value significance of 
> 0.05. So the terms of (assuming) path analysis of 
error normality equation regression estimates are 
met.  
 
2) Test results of homogeneity 
Homogeneity data means that data has a variation or 
diversity of equal value or statistically the same. So 
the emphasis of homogeneity data is contained on 
the diversity of the variance or the standard 
deviation of the data. Homogeneity data is a 
requirement which is recommended to be tested 
statistically.  

This research uses the formulation of its 
homogeneity of variance test with Fmaks Hartley 
Table 4 : Calculation of variance homogeneity tests 

Group N Db S2 

X1 104 103 135.6698
X2 104 103 122.1792 
X3 104 103 126.5586 

Y 104 103 153.5906 

𝐹
153.5906
122.1792

1.2570 

 
Because the Fmaks is less than Ftabel, then the fifth 
distribution of samples have the same variance or 
homogeneous. 
3) Test result Linierity  
This test aims to find out whether two variables have 
a linear relationship or not significantly. The 
following table 5 presents the results of a test of 
linieritas by using IBM SPSS software 24 assistance. 
 
 
 
 

Table 5 : Summary Of Linieritas Test Result 
NO
.

Group Ftable Fcount Summary 

1 X1 to Y 0.99 1.39 Linier 

3 X2 to Y 1.22 1.39 Linier 

4 X3 ke Y 1.32 1.39 Linier 

5 X1 ke X3 1.09 1.39 Linier 

6 X2 ke X3 1.20 1.39 Linier 
Based on the results of linieritas tests like in 

table 5, then it appears that the linieritas test for the 
entire Fo < Fcritical.  That means, the entire regression 
line equation in the model are linear. 

 
4.4 Discussion Hipothesis  
To test the hypothesis the researcher used Packages 
Program (Software) IBM SPSS 24, while also 
testing the hypothesis of the study. 
1) Calculation of the coefficient on line on 

Structural Sub 1  
Causal relationships between variables in sub 
structural 1 consists of one endogenous variable, 
namely the performance of (Y) and the four 
variables exogenous namely compensation (X1), 
competence (X3) and job satisfaction (X3). 
 
 
 
 
 
 
 
 
 
 
 
 
 

Figure 2: Causal relationships on Structural Sub 1 
 
The results of the data processing by using the 

assistance software IBM SPSS 24. 
Table 6 : The value of the path coefficient and the 

value of structural Sub 1 
Coefficientsa 

Model

Unstandardized 
Coefficients

Standardized 
Coefficients 

t Sig.B
Std. 
Error Beta 

1 (Constan
t)

-
.130

1.485 
 

-.088 .930

T_X1 .422 .085 .407 4.973 .000
T_X2 .269 .080 .272 3.357 .001
T_X3 .315 .060 .317 5.234 .000
a. Dependent Variable: T_Y

 
Based on the results of sub structural 1 path 

analysis as seen in Table 6, obtained value: 

P

y3

Job 
Satisfaction 

(X3) 

P

y

Employee 
Performanc

e (Y) 
 

Compensati
on (X1) 

Competence 
(X2) 

Py

2 
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Py1 = βy1 = 0.407; [t = 4.973]  
Py2 = βy2 = 0.272; [t = 3.357] 
Py3 = βy3 = 0.317; [t = 5.234] 
 

Table 7: R2 value of structural sub 1 
Model Summary 

Model R 
R 

Square 
Adjusted R 

Square 
Std. Error of 
the Estimate

1 .961a .923 .920 2.82303
a. Predictors: (Constant), T_X3, T_X2, T_X1 

 
Table 7 roves that compensation, competence 

and job satisfaction of UNWIR lecturers together 
contribute to the performance of UNWIR lecturers 
by 0.923 or 92.3%. It means that the variants of 
compensation competence and job satisfaction of 
UNWIR lecturers together can explain 92.3% of the 
variants of UNWIR Lecturer performance. 
 
2) Calculation of the coefficient on line on 

Structural Sub 2 
Causal relationships between variables in sub 
structural 2 consists of one endogenous variable 
which is job satisfaction (X3) and three variables 
exogenous namely compensation (X1) and 
competence (X2). 

 
 
 
 
 
 
 

 
Figure 3: Causal relationships on Structural Sub 2 

 
The results of the data processing by using the 

assistance software IBM SPSS 24. 
Table 8 : The value of the path coefficient and the 
value of structural Sub 1 

Coefficientsa 

Model 

Unstandardized 
Coefficients 

Standardized 
Coefficients 

t Sig.B 
Std. 

Error Beta 
1 (Const

ant) 
3.857 2.427

 
1.589 .115

T_X1 .497 .132 .475 3.778 .000
T_X2 .428 .126 .429 3.407 .001
a. Dependent Variable: T_X3

 
Based on the results of path analysis structural 

sub 2 as shown in the equation above, each of the 
retrieved value:  

P31 = β31 = 0.475 [t = 3.778]  
P32 = β32 = 0.429 [t = 3.407] 
 
 

Table 9 : R2 value of structural sub 1 
Model Summary 

Model R

R 
Squar

e
Adjusted R 

Square 
Std. Error of 
the Estimate

1 .888a .789 .785 4.67189
a. Predictors: (Constant), T_X2, T_X1 

Table 9 roves that compensation and 
competence together contribute to the performance 
of UNWIR lecturers by 0.789 or 78.9%. It means 
that the variants of compensation and competence 
and together can explain 78.9% of the variants of job 
satisfaction of UNWIR lecturers. 
 
3) calculation of indirect effects 
a) The indirect effect of compensation on the 

performance of UNWIR lecturers is the direct 
effect of compensation on job satisfaction 
(compensation ⇒ UNWIR lecturers' job 
satisfaction) of 0.475 plus the direct effect of 
UNWIR lecturers' job satisfaction on the 
performance of UNWIR lecturers (UNWIR 
lecturers' job satisfaction ⇒ performance of 
UNWIR lecturers) of 0.317. So, the indirect 
effect of compensation on the performance of 
UNWIR lecturers = 0.475 X 0.317 = 0.150. 

b) The indirect influence of competence on the 
performance of UNWIR lecturers is the direct 
influence of competence on job satisfaction 
(competency ⇒ UNWIR lecturer job 
satisfaction) of 0.429 plus direct influence of 
UNWIR lecturers' job satisfaction on the 
performance of UNWIR lecturers (UNWIR 
lecturers' job satisfaction ⇒ performance of 
UNWIR lecturers) of 0.317. So, the indirect 
influence of empowerment on the performance 
of UNWIR lecturers = 0.429 X 0.317 = 0.136. 

5 RESULTS 

The results of the research are: 
a. Based on the results of calculations in Table 6, 

the Py1 path coefficient value is 0.407 with 
tvalue=4.973 at α = 0.05 while ttable = 1.66. 
Thus tvalue=4.973 > ttable=1.66, means that H0 
is rejected, then the path coefficient is 
significant. Based on these findings it can be 
interpreted that compensation has a positive 
direct effect on the performance of UNWIR 
lecturers. 

b. Based on the results of calculations in Table 6, 
the Py2 path coefficient value is 0.272 with 
tvalue=3.357 at α = 0.05 while ttable = 1.66. 

P32 

Employee Job 
Satisfaction (X3) 

P31 
Compensation(X1) 

Employee 
Competence (X2) 
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Thus tvalue=3.357 > ttable=1.66, means that H0 
is rejected, then the path coefficient is 
significant. Based on these findings it can be 
interpreted that competences has a positive 
direct effect on the performance of UNWIR 
lecturers. 

c. Based on the results of calculations in Table 6, 
the Py3 path coefficient value is 0.317 with 
tvalue=5.234 at α = 0.05 while ttable = 1.66. 
Thus tvalue=5.234 > ttable=1.66, means that H0 
is rejected, then the path coefficient is 
significant. Based on these findings it can be 
interpreted that job satisfaction has a positive 
direct effect on the performance of UNWIR 
lecturers. 

d. Based on the results of calculations in Table 8, 
the P41 path coefficient value is 0.475 with 
tvalue=3.778 at α = 0.05 while ttable = 1.66. 
Thus tvalue=3.778 > ttable=1.66, means that H0 
is rejected, then the path coefficient is 
significant. Based on these findings it can be 
interpreted that compensation has a positive 
direct effect on the UNWIR lecturers' job 
satisfaction. 

e. Based on the results of calculations in Table 8, 
the P42 path coefficient value is 0.429 with 
tvalue=3.407 at α = 0.05 while ttable = 1.66. 
Thus tvalue=3.407 > ttable=1.66, means that H0 
is rejected, then the path coefficient is 
significant. Based on these findings it can be 
interpreted that competences has a positive 
direct effect on the UNWIR lecturers' job 
satisfaction. 

f. The indirect effect of compensation on the 
performance of UNWIR lecturers is the direct 
effect of compensation on job satisfaction 
(compensation ⇒ UNWIR lecturers' job 
satisfaction) of 0.475 plus the direct effect of 
UNWIR lecturers' job satisfaction on the 
performance of UNWIR lecturers (UNWIR 
lecturers' job satisfaction) of 0.317. So, the 
indirect effect of compensation on the 
performance of UNWIR lecturers = 0.475 X 
0.317 = 0.150 . 

g. The indirect influence of competence on the 
performance of UNWIR lecturers is the direct 
influence of competence on job satisfaction 
(competency ⇒ UNWIR lecturer job 
satisfaction) of 0.429 plus direct influence of 
UNWIR lecturers' job satisfaction on the 
performance of UNWIR lecturers (UNWIR 
lecturers' job satisfaction) UNWIR lecturers' 
performance of 0.317 So, the indirect influence 

of empowerment on the performance of 
UNWIR lecturers = 0.429 X 0.317 = 0.136. 

6 CONCLUSIONS 

This study contributes to critical factors in 
implementing ISO 9001 in SMEs. The results of the 
validity and reliability test show that there are 19 
critical factors that meet the minimum criteria or 
requirements. Other contributions are the use of 
Delphi techniques and Aiken's approach in testing 
the validity and reliability that had not previously 
been used especially in critical factors studies on the 
application of ISO 9001 in SMEs. Further research 
is in the form of elaborating operational definitions 
and measurement indicators because critical factors 
are generally still latent so that instruments can be 
used to evaluate the success rate of SMEs in 
implementing ISO 9001. 
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Abstract: Information and Technology are rapidly evolving along with the evolution or the development of an era. 
BPJSTK Mobile is a service application intended for the participants as a form of expansion in BPJS 
Ketenagakerjaan Program information services, a medium for complaints if any discrepancy status appears, 
information regarding the total amount of salary and employee that can be accessed through smartphones. 
However, the performance of BPJSTK Mobile service is considered poor, given that it is only providing 
information of the employees at the Surabaya Darmo branch which amount are relatively lower than the 
total amount of participants who have actually registered.  This research aims to analyze factors which are 
able to influence the admittance of BPJS Ketenagakerjaan participants at Surabaya Darmo Branch towards 
BPJSTK Mobile by using Technology Acceptance Model 3 (TAM 3). Variables that are used in this study 
are subjective norm, image, computer self-efficacy, computer/system anxiety, perceived usefulness, 
perceived ease of use, and intention of use (IU).  Respondents chosen for the research are laborers who have 
not used the BPJSTK Mobile Application registered at BPJS Ketenagakerjaan of Surabaya Darmo branch. 
The data are gathered directly by conducting the deployment of questionnaires to 150 respondents. The 
sampling technique used in this research is incidental sampling. The result of the hypothesis test showed 
that SN or subjective norm does not have any positive effect towards intention to use (IU) and image (IMG) 
does not have any positive impact towards perceived usefulness (PU). 

1 INTRODUCTION 

The development and growth of Information and 
Technology made many informational search 
activities, which hold an important part in human’s 
life, no longer be held conventionally. Humans only 
need to make use of technologies like the internet to 
be able to access various needed information from 
various sources that are not limited by time and 
distance, unlike when conventional technology was 
still around and commonly found (Hong et al., 2002; 
Ayele and Sreenivasarao, 2013).  One of the forms 
of information technology is the appearance of the 
mobile service application that can be accessed via 
mobile phones or smartphones. The application is 
able to answer demands from customers who want 
fast service, safety, comfort, cheapness, available at 
any time (24/7), and able to be accessed from 
everywhere through smartphones (Rahayu, 2015).  

There are now many banks and insurance 
agencies, commercial and social ones, that offer 
mobile access to financial information, one of them 
is BPJS Ketenagakerjaan that is BPJSTK Mobile. 
BPJSTK Mobile is a service application intended for 
the participants as a form of expansion to the 
information service media of BPJS Ketenagakerjaan 
program, medium to the complaint service regarding 
status discrepancy of customers, and the total 
amount of salary and employees that can be 
accessed anywhere and anytime via smartphones.  

BPJSTK Mobile service has many advantages 
and is very beneficial for participants since its 
launch in 2014, the socialization carried out has been 
maximized and awareness is high. But when viewed 
from the statistics of its usage at the Surabaya 
Darmo Branch Office, where this research will be 
conducted, that BPJSTK mobile service 
performance for the number of participants utilizing 
the mobile BPJSTK is relatively smaller or very low 
than the total number of registered participants. The 

798
Suryaningsih
Analysis of Factors Which are Able to Influence the Admittance of BPJS Ketenagakerjaan Participants towards BPJSTK Mobile by using Technology Acceptance Model 3 (TAM 3).
In Proceedings of the 1st Unimed International Conference on Economics Education and Social Science (UNICEES 2018), pages 798-804
ISBN: 978-989-758-432-9
Copyright © 2020 by SCITEPRESS – Science and Technology Publications, Lda. All rights reserved



number of participants registered at the Surabaya 
Darmo Branch of BPJS Ketenagakerjaan until June 
2017 was 108,101 workers with 2,438 companies. 
Of the total 108,101 participants, only 20,587 or 
19.04% of participants used or used BPJSTK 
Mobile. 
      The problem of how participants can receive and 
utilize the BPJSTK Mobile service can be explained 
optimally using the TAM (Theory Acceptance 
Model) framework. TAM is a model built to analyze 
and understand the factors that influence the 
acceptance of technology use (Davis, 1989). In 
2008, Venkatesh and Bala conducted theoretical 
development and testing of Technology Acceptance 
Model 2 (TAM2) by identifying the determinants of 
perceived ease of use (PEOU) developed by 
Venkatesh in 2000 to become Technology 
Acceptance Model 3 (TAM3) (Venkatesh and Bala, 
2008). TAM3 examines more deeply the 
determinants of user perceptions of perceived 
usefulness and the user's perception of perceived 
ease of use (Davis, 1989). 
      User Trust in the ease of use and usefulness of 
new technologies is influenced by computer self-
efficacy. Users with high levels of computer self-
efficacy will find it easier to use a new information 
technology (Hong et al., 2002). 
Subjective norm is one of the variables of social 
influence in the form of social pressure received to 
do or not do something. It is very important to 
determine how social influence influences the 
commitment of users in utilizing information 
systems to understand, explain, and predict 
acceptance behavior and use of information systems 
(Malhotra and Galletta, 1999). 
      Image is interpreted as someone's perception that 
the use of innovation will improve their social status. 
(Venkatesh and Davis, 2000) describe the large 
impact of social influences (subjective norms, and 
images) on technology acceptance. (Venkatesh et 
al., 2003) assert that social influence is a direct 
determinant of intention to use technology. 
The use of technology usually has side effects, such 
as negative emotions that increase not only during 
interaction with technology but even before. 
Frustration, confusion, anger, anxiety, and similar 
emotions can affect the process of interaction with 
technology (George Saadé and Kira, 2009). 
      Based on the description above, the formulation 
of the problem will be compiled which will be 
answered with this research, namely: 
1. Does subjective norm (SN) have positive 

effect(s) towards intention to use (IU). 

2. Does subjective norm (SN) have positive 
effect(s) towards perceived usefulness (PU). 

3. Does image (IMG) have positive effect(s) 
towards perceived usefulness (PU). 

4. Does computer self-efficacy (CSE) have positive 
effect(s) towards perceived ease of use (PEOU). 

5. Does system anxiety (CANX) have positive 
effect(s) towards perceived ease of use (PEOU). 

6. Does perceived ease of use (PEOU) have 
positive effect(s) towards perceived usefulness 
(PU). 

7. Does perceived ease of use (PEOU) have 
positive effect(s) towards intention to use (IU). 

8. Does perceived usefulness (PU) have positive 
effect(s) towards intention to use (IU). 

2 THEORICAL FRAMEWORK 

The TAM 3 study was previously conducted by 
Venkatesh and Bala in 2008 entitled Technology 
Acceptance Model 3 and a Research Agenda on 
Interventions. The results to be achieved in this 
study are to present a research agenda that identifies 
a set of interventions for researchers and 
practitioners to investigate further about employee 
acceptance and adoption of information technology 
to be effective in a company. The results of this 
study indicate that perceived ease of use has a 
positive effect on perceived usefulness, perceived 
ease of use has a positive effect on behavioral 
intention, perceived usefulness has a positive effect 
on behavioral intention and behavioral intention has 
a positive effect on use behavior. 
      The similarity is also found in this study where 
this study decided to use the Technology Acceptance 
Model 3 (TAM 3) model to identify external factors 
and perceived ease of use or perceived usefulness 
that are most influential in using a technology. The 
difference is that some variables are not used 
because the variable is a research object that varies 
and is adapted to the existing environment. 
Furthermore, this study took the field of labor 
regarding social security.                 
      The following is the BPJSTK Mobile TAM 3 
research model at the Surabaya BPJS 
Ketenagakerjaan of Darmo Branch which will be 
used by the researcher: 
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Figure 1: Research Model. 

3 RESEARCH METHOD 

The research method is classified as a type of 
confirmatory research that aims to test or confirm 
the hypothesized model (Sholihin, Mustafid and 
Safitri, 2014). The type of data used in this study is 
quantitative data. The source of data used in this 
study is primary data which is the result of answers 
from the questionnaire distributed to respondents. 
      Respondents in this study are workers who have 
not used the BPJSTK Mobile application registered 
at the BPJS Ketenagakerjaan of Surabaya Darmo 
Branch. The determination of the number of 
respondents for the analysis of Structural Equation 
Modeling (SEM) is by using the formula of the 
number of indicators from times 5 to 10 (Ferdinand, 
2005). Because the number of indicators used in this 
study is 22, then the minimum respondents for this 
study are 110. Furthermore, Hair, in (Ferdinand, 
2005) found that the size of respondents suitable for 
SEM is between 100-200 samples. By referring to 
the formula for determining the number of 
respondents and opinions of Hair, the number of 
respondents used in the study was 150 respondents. 
      The statistical analysis tool used to test 
hypotheses is Structural Equation Modeling (SEM), 
that is the reason as to why the structure or pattern of 
relationships between a set of latent variables or 
theoretical variables can be explained through one or 
several indicator variables (Rizal, 2014). Data 
processing is done using a software called AMOS 
(Analysis of Moment Structure) version 24. 

4 ANALYSIS 

Based on the data of respondents' characteristics, it 
was shown that male respondents were more than 

female respondents, namely by the percentage of 
males by 58.67%. When viewed from the age group, 
the majority of respondents aged 26-35 years is 
48.67%. Based on the respondents' education, it was 
shown that the majority of respondents had an S1 
degree (Strata One), which was 49.33%. 
      Convergent validity is a measure of construct 
validity that shows that items or indicators of a latent 
construct must converge or share (share) high 
variance proportions. High loading values on a 
factor (latent construct) indicate that they converge 
at one point. Loading factors of variables SN, IMG, 
CSE, CANX, PU, PEOU, and IU are all valued at ≥ 
0.5 so it can be concluded that all indicators used to 
measure subjective norm variables, image, computer 
self-efficacy, system anxiety, perceived usefulness, 
perceived ease of use, and the intention to use are 
declared valid and constitutes a unity of indicators 
examined. 

Table 1: Convergence Validity Test. 
Indicators Variables Loading Factors Value
SN1 <--- SN 0,812
SN2 <--- SN 0,659
SN3 <--- SN 0,892
SN4 <--- SN 0,912
IMG1 <--- IMG 0,906
IMG2 <--- IMG 0,942
IMG3 <--- IMG 0,742
CSE1 <--- CSE 0,9

CSE2 <--- CSE 0,994

CSE3 <--- CSE 0,742
CANX1 <--- CANX 0,947

CANX2 <--- CANX 0,976
CANX3 <--- CANX 0,92

PU1 <--- PU 0,932
PU2 <--- PU 0,942
PU3 <--- PU 0,895
PEOU1 <--- PEOU 0,958
PEOU2 <--- PEOU 0,935
PEOU3 <--- PEOU 0,929
IU1 <--- IU 0,922
IU2 <--- IU 0,949
IU3 <--- IU 0,844  

 
After the convergent validity is achieved, the 

second validity test is done, namely discriminant 
validity, which aims to test whether a construct is 
completely different from other constructs. The 
square root value of AVE has a higher value than the 
correlation value between constructs. It can be said 
that the measurement model has met discriminant 
validity. 

Table 2: Discriminant Validity Test. 

  IMG SN CSE CANX PU UI PEOU 

IMG 0.825             
SN 0.414 0.868           
CSE 0.074 0.348 0.885         
CANX 0.123 -0.210 -0.207 0.948       
PU 0.214 0.652 0.415 -0.325 0.923     
UI 0.093 0.567 0.376 -0.446 0.833 0.906   
PEOU 0.114 0.510 0.325 -0.369 0.701 0.682 0.941 
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In SEM analysis, the reliability of the model is 
examined using construct reliability. A model is said 
to be reliable when the construct reliability value of 
each variable/construct is more than 0.7 (Solimun, 
2002). (Ghozali, 2017) describe the rule of thumb 
the value of construct reliability must be > 0.70. 
AMOS calculation’s result for testing construct 
reliability shows that the variables/constructs of the 
study consist of subjective norm, image, computer 
self-efficacy, system anxiety, perceived usefulness, 
perceived ease of use, and intention to use has a 
value of construct reliability > 0.70. Based from the 
above, it is concluded that these variables are 
reliable in developing the model developed in this 
study. 
Hypothesis testing is conducted to determine 
whether exogenous variables on endogenous 
variables and endogenous variables on endogenous 
variables are affecting one another. The hypothesis 
is stated acceptable if the value of prob (P) < 0.05. 
There are 2 rejected hypothesis, H1 and H3, while 
H2, H4, H5, H6, H7 and H8 are all accepted. 
 

Table 3: Hypothesis Test. 
Hypothesis Causality Relation Estimate S.E. C.R. P Label Information

H1 SN ---> IU .025 .062 .400 .689 par_16 Rejected

H2 SN ---> PU .391 .073 5.351 *** par_18 Admitted

H3 IMG ---> PU -.028 .077 -.360 .719 par_19 Rejected

H4 CSE ---> PEOU .321 .096 ,3335 *** par_21 Admitted

H5 CANX ---> PEOU -.311 .076 -4.074 *** par_22 Admitted

H6 PEOU ---> PU .550 .074 7.434 *** par_23 Admitted

H7 PEOU ---> IU .194 .074 2.610 .009 par_20 Admitted

H8 PU ---> IU .623 .086 7.235 *** par_17 Admitted  

5 RESULTS 

H1: Subjective norm (SN) has positive impact(s) 
towards intention to use (IU) 

Based on data from the results of data processing, it 
is known that the P value (probability) is 0.689. 
These results do not meet the requirements of < 0.05 
so that it can be concluded that H1 in this study was 
not accepted/rejected. This is not in line with Park's 
study which states that subjective norms influence 
both behavioral intentions and attitudes towards e-
learning (Park, 2009). (Jimantoro and Tjondro, 
2014) state that subjective norms (subjective norms) 
do not have a significant effect on the intention of 
taxpayers in the use of e-filling (intention to use e-
filing). This means that the social environment such 
as friends, family, and superiors in the company 
have no effect on participants' intention to use the 
BPJSTK Mobile application. The intention of the 
participants to use the BPJSTK Mobile application is 

because of their awareness of the importance of 
using BPJSTK Mobile. 

 
H2: Subjective norm (SN) has positive impact(s) 

towards perceived usefulness (PU) 
Based on the results of data processing, it is known 
that the P value (probability) is 0,000. These results 
meet the requirements of < 0.05 so it can be 
concluded that H2 in this study can be accepted. 
This is consistent with Park's study which states that 
subjective norms can affect the usefulness of e-
learning to users (Park, 2009). Fang Xu's study also 
states that subjective norms have a positive influence 
on the usefulness of the MOOC (Massive Open 
Online Courses) (Xu, 2015). This means that the 
social environment such as friends, family, and 
employers in the company has an influence on 
participants' perceptions of the benefits of the 
BPJSTK Mobile application. Participants will 
consider the BPJSTK Mobile application useful if 
the social environment is the same. 

 
H3: Image (IMG) has positive impact(s) towards 

perceived usefulness (PU) 
Based on the results of data processing, it is known 
that the P value (probability) is 0.719. These results 
do not meet the requirements of < 0.05 so it can be 
concluded that H3 in this study was not accepted. 
This is not in line with Fang Xu's research which 
states that image has a positive influence on the 
usefulness of the MOOC (Massive Open Online 
Courses) (Xu, 2015). But in line with Ying Wu's 
research on user acceptance of the Web 2.0 website 
which states that the image has no positive effect on 
perceived usefulness (Wu et al., 2011). This means 
that the social status does not affect participants' 
perceptions about the usefulness of the BPJSTK 
Mobile application, even though the use of the 
BPJSTK Mobile application does not improve social 
status both in the work environment and other social 
environments, they still consider BPJSTK Mobile 
useful. 

 
H4: Computer self-efficacy (CSE) has positive 

impact(s) towards perceived ease of use 
(PEOU) 

Based on the results of data processing, it is known 
that the P value (probability) is 0,000. These results 
meet the requirements of < 0.05 so that it can be 
concluded that H4 in this study can be accepted. 
This study proves that the higher the level of trust of 
participants in the ability to use the BPJSTK Mobile 
application, the easier the use of BPJSTK Mobile. 
This is in line with Fang Xu's  research which states 
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that computer self-efficacy has a positive influence 
on the ease of use of MOOC (Massive Open Online 
Courses) (Xu, 2015). After participants are 
convinced of their ability to use the BPJSTK Mobile 
application, participants will get the ease of 
downloading and using the BPJSTK Mobile 
application without having to drain their energy and 
mind, this is also consistent with the research 
conducted by Park (2009). Through the BPJSTK 
Mobile application, participants can check fast and 
accurate online old-age (JHT) balances, calculate the 
Old Age Guarantee (JHT), Pension Insurance 
simulation (JP), get program and Co-Marketing 
information, branch office information, central 
information service and social media, and complaint 
services. 

 
H5: System anxiety (CANX) has negative 

impact(s) towards perceived ease of use 
(PEOU) 

Based on the results of data processing, it is known 
that the P value (probability) is 0,000. These results 
meet the requirements of < 0.05 so that it can be 
concluded that H5 in this study can be accepted. 
This is in line with the research of Saade and Kira 
which states that computer/system anxiety has a 
significant influence on perceived ease of use from 
the use of LMS technology (Learning Management 
System) (George Saadé and Kira, 2009). Celik's  
study of consumer acceptance of online retail 
shopping states that anxiety has a negative influence 
on perceived ease of use (Çelik, 2011). This means 
that if the level of anxiety, concern or even fear of 
the participants when faced with the possibility of 
using the BPJSTK Mobile application increases, 
their perception of the ease of using BPJSTK Mobile 
will decrease 

 
H6: Perceived ease of use (PEOU) has positive 

impact(s) towards perceived usefulness    
(PU) 

Based on the results of data processing, it is known 
that the P value (probability) is 0,000. These results 
meet the requirements of < 0.05 so that it can be 
concluded that H6 in this study can be accepted. The 
ease of using the BPJSTK Mobile application and 
obtaining the information needed in connection with 
participation in the BPJS Employment provides 
usefulness in the use of the BPJSTK Mobile 
application by participants. This is in line with the 
research of Venkatesh and Davis that perceived ease 
of use can affect perceived usefulness because the 
more easily a technology is used, the more useful the 
technology is (Venkatesh and Davis, 2000). (Igbaria 

and Chakrabarti, 1990) explains in his research that 
perception has an impact on individual behavior. 
This is explained in more detail that the greater the 
individual has the perception of ease in using a new 
system, it will lead to an increase in the use of 
information technology. Through the BPJSTK 
Mobile application participants can access JHT and 
JP balances and calculation simulations, complaint 
services, information on the BPJS Ketenagakerjaan 
branch office, as well as other information regarding 
the BPJS Ketenagakerjaan program anytime and 
anywhere via a smartphone without having to come 
to the office of BPJS Ketenagakerjaan. With a little 
skill and internet access, participants can find the 
information they need without wasting time so 
participants will feel the use of the BPJSTK Mobile 
application will be very useful in increasing the 
productivity of their effectiveness. 

 
H7: Perceived ease of use (PEOU) has positive 

impact(s) towards intention to use (IU) 
Based on the results of data processing, it is known 
that the P value (probability) is 0.009. These results 
meet the requirements of < 0.05 so that it can be 
concluded that H7 in this study can be accepted. 
This study proves that the easier use of the BPJSTK 
Mobile application, the higher the intention to use it. 
In line with Park's research, perceived ease of use 
has a significant direct effect on intention and 
behavior using e-learning (Park, 2009). Cheng's  
study states that perceived ease of use will 
encourage the use of e-resources (Cheng, 2014). To 
use the BPJSTK Mobile application, participants 
simply download it on the Play Store via 
smartphone. Then, in the initial display, there are 
instructions and guidelines for using BPJSTK 
Mobile so that participants will not have difficulties. 
When the BPJSTK Mobile service makes it easy for 
users to download and search for the required 
information, the participants' intention to use Mobile 
BPJSTK will also increase. 

 
H8: Perceived usefulness (PU) has positive 

impact(s) towards intention to use (IU) 
Based on the results of data processing, it is known 
that the P value (probability) is 0,000. These results 
meet the requirements of < 0.05 so that it can be 
concluded that H8 in this study can be accepted. In 
line with Park's study, perceived usefulness has a 
significant direct effect on intention and behavior 
using e-learning (Park, 2009). Cheng's study states 
that someone who has a perception that using e-
resources will bring benefits to him, and of course 
will affect the intention to use it (Cheng, 2014). 
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TAM states that the factor of user's perception of 
perceived usefulness is believed to be the basis for 
determining the acceptance and use of various 
information technologies (Handayani, Kusrini and 
Sunyoto, 2013). Through the BPJSTK Mobile 
application, participants are going to be able to 
check quickly and accurately regarding online old 
age (JHT) balance, simulation of Old Age Insurance 
(JHT) calculation, Pension Guarantee simulation 
(JP), Program Information and Co-Marketing 
information, branch office information, central 
information service, and social media, as well as 
complaints service, so that participants feel very 
helped by the existence of this application. 
Therefore, it will make the perception of usefulness 
and usefulness of the BPJSTK Mobile application 
becomes a factor that influences participants' 
intention to use BPJSTK Mobile. 

6 CONCLUSIONS 

Based on the results of the research and discussion 
in the previous chapter, the conclusions obtained 
from this study are as follows: 
1. The H1 hypothesis which states that subjective 

norm positively influences intention to use is not 
accepted 

2. The H2 Hypothesis which states that subjective 
norm positively influences perceived usefulness 
is accepted. 

3. The H3 Hypothesis which states that image 
positively influences perceived usefulness is not 
accepted 

4. The H4 Hypothesis which states that computer 
self-efficacy positively influences perceived ease 
of use is accepted 

5. The H5 Hypothesis which states that system 
anxiety negatively influences perceived ease of 
use is accepted 

6. The H6 Hypothesis which states that perceived 
ease of use positively influences perceived 
usefulness is accepted 

7. The H7 Hypothesis which states that perceived 
ease of use positively influences intention to use 
is accepted 

8. The H8 Hypothesis which states that perceived 
usefulness positively influences intention to use 
is accepted. 

 
Based on the conclusions above, some suggestions 
can be given as follows: 
1. The researcher hopes that further research will be 

carried out related to the TAM technology 

acceptance model, especially mobile application 
technologies with the use of different variables, 
such as job relevance. 

2. Future research will be conducted qualitatively, 
namely by taking primary data not only by 
questionnaire but by field observations and direct 
interviews with respondents so that the results of 
the analysis are comprehensive. 

3. This study proves that perceptions of usefulness 
and perceived ease of use have a positive effect 
on the intention to use BPJSTK Mobile. 
Therefore, BPJS Ketenagakerjaan should be able 
to add new features that are useful and easy to 
use on the BPJSTK Mobile application. 
Additionally, the institution should be willing to 
further promote BPJSTK Mobile in terms of 
perceived benefits and convenience, so that more 
participants are willing to be using the BPJSTK 
Mobile application. 
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Abstract: This study aims to evaluate the process of implementing the TNI AAU recruitment program at Mabesau 

Disminpersau Cilangkap Jakarta. The method used is the evaluation study method with the CIPP model. 

The results of the study show; (1) technical guidelines which become the reference for implementation have 

not been standardized, the objectives and targets of the program can be fulfilled in terms of quality and 

quantity; (2) some committees lack integrity, are not transparent and collusion. In addition, the lack of a 

CAT computer lab during the test, the unevenness of the facilities and infrastructure in the area and the 

implementation of tests manually; (3) there are several causes for prospective cadets not to pass, among 

others; administrative mismanagement, past the age limit, below average intelligence, low endurance, not 

stress resistant, easily affected, lacking in terms of health checks, color blindness, lung disease, unable to 

swim, having pierced ears, lacking loyalist towards Pancasila, NKRI, UUD 1945, radical, free sex, and 

vigilante; (4) the achievement of graduates based on the final grade score (NA) of graduation and after 

being appointed as cadets of the Indonesian Air Force can be placed in all TNI AU Corps. But in terms of 

quality there are still a number of cadets who cannot fly the TNI AU aircraft so that they are placed in other 

specialties.

1 INTRODUCTION 

The Administrative Service of the Indonesian Air 
Force personnel, abbreviated as Disminpersau, is the 
central executing body at the Mabesau level which is 
directly under the Kasau which is in charge of 
fostering and controlling personnel administration 
covering a part of the function of personnel 
development consisting of recruitment / 
procurement, education and preparation of the 
distribution of Indonesian Air Force personnel as 
well as fostering special administrative and service 
professional fields. 

There are several problems in the 
implementation of the TNI AU cadet recruitment 
program at Disminpersau Cilangkap Jakarta 
including: (1) planning a recruitment program that is 
less complete and focused, and implementation that 
has not been fully consistent; (2) the preparation and 
recruitment activities of the central and regional 
committees are not optimal; (3) the function of 
monitoring and evaluation is not optimal as a 

component of quality control; (4) selection processes 
such as psychological examinations, health 
examinations, physical and postnatal health 
examinations, screening for Pomau screening, 
personnel research and academic selection are not 
optimal; (5) the needs of the number of TNI AU 
cadets that have not been fulfilled are needed to 
guard the organization; and (6) there are still some 
complaints from user agencies and guidance of 
cadets on performance. 

This is because there are graduates from Taruna / 
Taruni candidates who have been selected, but when 
they are at the central level selection, when they are 
tested using the same test there are still candidates 
for cadets who do not pass, even though the 
graduates from the regional selection has been 
declared passed by the regional committee. This 
means that there are problems that occur in the 
process of selection of cadets at the regional level. 
Based on this background, it is necessary to have a 
study evaluating the prospective recruitment 
program for TNI AAU cadets at Mabesau 
Disminpersau Cilangkap Jakarta. 
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2 THEORICAL FRAMEWORK 

Concept of Program Evaluation 
Program evaluation is the first step in supervision, 
which is collecting the right data so that it can be 
continued with the provision of appropriate 
guidance. Program evaluation is very useful 
especially for decision makers, because by inputting 
the results of the program evaluation the decision 
makers will determine the follow-up of the program 
that is being or has been implemented. Carpenter et 
al. (Carpenter, Corbin, & Luke, 2015) defines that 
program evaluation is an effort to conduct analysis, 
collect data in the field, and search for various 
information in the field. 

McDavid, Husse and Hawthorn (McDavid, Huse, 
& Hawthorn, 2013) say that program evaluation is a 
systematic process of assessing a program or policy 
based on absolute criteria (merit-based) or relative 
(worth-based). (Goodier, Field, & Goodman, 2018) 
that program evaluation is done to see the level of 
efficiency, implementation, results and costs of a 
program. In line with this understanding, (Topper & 
Lancaster, 2016) says that program evaluation is 
needed to test the evaluation model or approach to 
determine the most appropriate planning model to be 
applied. 

 
Recruitment 
There are several definitions of recruitment 
including; according to (Greenhaus & Callanan, 
2006) that recruitment is usually defined as activities 
in the field of organizations with the aim of 
attracting potential. The same thing was expressed 
by (Armstrong, 2010) that recruitment was related to 
the addition of the number and type needed. 
According to (Noe, 2010) that recruitment is the 
process of finding potential jobs. Whereas according 
to Noe & Weight (Baran, Filipkowski, & Stockwell, 
2018) recruitment is any activity carried out by the 
organization with the main goal of identifying and 
attracting potential employees. 

 
Selection 
Selection is an important function because the 
various skills needed by the organization to achieve 
its objectives are obtained through selection. 
According to Goldstein (Goldstein, Pulakos, 
Passmore, & Semedo, 2017) that selection is the 
process of choosing which new members together 
achieve organizational goals. According to (Colquitt, 
LePine, & Wesson, 2015) that the employee 
selection process is one of the most important parts 
of a human resource management process. The 
selection process starts from accepting the 
application and ends with a decision on the 

application. According to (Robbins & Coulter, 2016) 
that there are steps between processes starting with 
the ending process is an effort to link the interests of 
prospective employees with organizational interests. 
According to (Cheaitou, Larbi, & Al Housani, 2018) 
that selection criteria can include: past performance, 
and past experience. Likewise according to Russell 
and Brannan (Russell & Brannan, 2016) that 
selection is related to prospective human resources 
selected based on the ability to show behaviors and 
attitudes that coincide with value-based 
organizations. 

 
Human Resources 
The existence of qualified and competent human 
resources (HR) is absolutely necessary because in 
turn it will have implications for improving the Air 
Force's defense. Therefore, strategic steps are 
needed to be taken immediately to overcome the 
problem of recruiting the Indonesian Air Force in 
Indonesia. So in this knowledge-based era what 
happens is competition between the level of 
knowledge and the level of knowledge possessed by 
human resources from each country. According to 
(Boxall, Purcell, & Wright, 2007) say that; there are 
several parts of human resources including; 
organizational culture, management style, 
involvement / influence, remuneration, training / 
development, recruitment / selection and job 
security. With the availability of quality human 
resources by mastering science and technology this 
greatly determines the ability of the nation to enter 
global competition that demands high 
competitiveness. 

In line with the statement, (Brewer & Brewer, 
2010) said that one form of human resource 
planning is to recruit, and choose activities that 
involve orientation, socialization, training, and 
development, as well as performance appraisals that 
lead to increased knowledge of members. 

 
The Concept of Provision of Cadets of the 
Indonesian Air Force 
Based on the Renlakgiat Provision of Air Force 
Officers Number B / 401 1-08 / 02/19 / 
Disminpersau that the provision of officers is part of 
fostering TNI personnel, especially the Air Force, 
which in essence is an activity to get prospective 
officers in line with the quality and quantity needed 
to meet the needs of the organization in order to 
carry out the basic tasks of the Indonesian Air Force. 
One of the activities to receive candidates for the 
TNI AU is through the provision of cadets. 

The Indonesian National Army Air Force (TNI 
AU) as an integral part of the TNI is a state defense 
tool in the air, in carrying out its functions is 
strongly influenced by the types of defense 
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equipment and humans who guard it. In order to 
guard the organization, it is necessary to foster 
human resources as a very important effort in 
fostering the Indonesian Air Force officers as a 
whole, one of which is the provision of officers. 

Likewise, according to the Plan of 
Implementation of Provision of Cadets and Students 
of the Air Force Academy it is said that the 
provision of officers as part of a system of personnel 
development in addition to education, use, care, and 
separation of personnel is essentially an effort, 
activity and work to get an Air Force officer with 
quality and quantity that has been determined to 
meet the organization's escort needs. Activities in 
the provision of officers will be achieved according 
to needs. 

3 METHODOLOGY 

The method chosen in this study was a program / 

policy evaluation research method. The components 

evaluated by the CIPP model approach began to be 

developed in the late 1960s by (Stufflebeam & 

Coryn, 2004). CIPP is based on four stages 

including context evaluation (context), input (input), 

process (process), and evaluation of results 

(product). The main data sources (key informants) in 

this study were Assistant Kasau Personnel, Air 

Force Academy Governor, Head of the Indonesian 

Air Force Administration Agency, Recruitment 

Committee, and Indonesian Air Force Cadets. From 

this information source, there will be several 

methods of data collection such as interviews, 

documentation and observations to get as much 

information as possible about the recruitment of 

Indonesian Air Force cadets at Mabesau 

Disminpersau Cilangkap. 

 

4 RESULT AND DISCUSSION 

Context Evaluation (context) 

The implementation of the Disminpersau Mabesau 

TNI AU cadet provision program has been in 

accordance with the legal basis and made technical 

guidelines as a reference in the implementation. 

Although the technical guidelines used are not 

standardized. Furthermore, the aim of the program is 

to fulfill the program objectives in guarding and 

enhancing the capabilities of the Indonesian Air 

Force. Furthermore, the program target has been 

fulfilled in terms of the quantity already in 

accordance with the acceptance quota, which is 100 

cadets consisting of 90 cadets and 10 Taruni while 

the quality aspect is capable of being a pilot, 

although there are some cadets who cannot become 

pilots. However, it can be directed to other 

specialties according to their interests and talents to 

continue to jointly support the main tasks of the 

TNI. 

One of the objectives of organizing cadets / 

cadets in the Indonesian Air Force is to produce 

graduates who have competent and quality human 

resources. This is in line with the opinion of (Baran 

et al., 2018) that human resources (HR) function and 

play an important role in changing an organization. 

In particular, the function of human resources has 

the ability to implement specific practices that 

increase commitment to change. 

Based on the evaluation of aspects of context 

evaluation, it can be explained that it is appropriate 

and running well. 

 

Input Evaluation (input) 

Taruna has resources that suit the needs of the TNI 

AU because they are very tightly selected such as 

having above-average intelligence, strong immune 

system, stress resistance, not easily affected, having 

excellent health, loyalists towards Pancasila, NKRI, 

1945 Constitution. regarding the committee's 

resources, it can be concluded that not all 

committees and selectors have integrity and 

transparency and collusion. The scoring system 

carried out is still manual so the value or score can 

be changed. Of course it will be different if the test 

uses a computerized system, so the causes of fraud 

can be minimized. 

On the aspect of the availability of facilities and 

infrastructure the selection process still lacks the 

unavailability of CAT computer labs and the lack of 

facilities and infrastructure in remote areas so that 

they must be able to cooperate with relevant 

agencies and the uneven distribution of facilities and 

infrastructure between regions. While the financing 

aspect has not met the program needs in the 

implementation of the provision of cadets of the 

Indonesian Air Force. In general, the recruitment 

process must be able to choose the best cadets. This 

is in accordance with the opinion of (Bailey & 

MacMahon, 2018) that in making decisions on the 

recruitment process it is necessary to identify talents, 

identify individual abilities, identify specific skills 

for prospective members. 

Based on the evaluation of the input evaluation 

aspects, it can be explained that it has not gone well. 
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Process Evaluation (process) 

In the implementation of the administrative 

examination is divided into two parts, namely the 

central level tests and regional level tests. The 

process of carrying out administrative checks still 

causes several candidates for cadets who do not pass 

due to age exceeding the provisions, there are still 

errors in administrative completeness such as 

improper filing, legalization of no number and date 

of agenda, missing diploma files not accompanied 

by a missing certificate from the police , using a 

guardian even though his parents are still alive, the 

letter is not collusion and parental consent is signed 

by himself, and the application letter, mother's name 

on the certificate, KK is not the same. 

From several stages of psychological testing, 

there are several causes of cadets not graduating due 

to problems that occur in prospective cadets 

including; below average intelligence, low 

durability, stress resistance, slow work and easily 

affected. In the aspect of health checks, prospective 

cadets do not graduate because they have 

deficiencies in terms of ENT, color blindness, and 

have lung disease. While the aspects of physical 

fitness and posture examination found several causes 

not passed because prospective cadets cannot swim 

and have extreme posture abnormalities. 

Furthermore, regarding the reasons for not passing 

the Pomau screening examination due to having 

pierced in the ears, there were still differences in 

diplomas between elementary, middle and high 

school and had two families. While the cause of not 

passing the personnel research test is because 

prospective cadets are less loyalistic towards 

Pancasila, NKRI, 1945 Constitution, Government, 

radicals, free sex, and vigilante. According to 

(Russell & Brannan, 2016) that the recruitment 

process is related to prospective human resources 

selected based on the ability to show behaviors and 

attitudes that coincide with value-based 

organizations. 

Based on the evaluation of aspects of process 

evaluation, it can be explained that it is appropriate 

and running well. 

 

Results Evaluation (product) 

From the aspect of program graduation achievement 

there are differences in the results of regional level 

graduation and central level tests even though the 

tests used are the same. This is because there are 

some individual committees who are collusion, not 

transparent, have no integrity, there is no 

independent supervision, facilities in the regions are 

still manual while at the central level some have 

been computerized, and there is no standard in 

conducting selection. While on the quality aspect, 

the quality of TNI cadets is in accordance with the 

standards, namely responsive (able to think quickly 

and precisely to provide solutions to problem 

problems), responsiveness (good personality and 

role model for members) and trengginas (having 

good security to carry out every workload who was 

held as cadets / TNI cadets). According to Blaga and 

Jozsef (Aized, 2012) that work resources have 

limited qualitative-quantitative potential. Quality is 

unlimited potential. 

Based on the evaluation of aspects of product 

evaluation, it can be explained that it is appropriate 

and running well. 

5 CONCLUSION 

Based on the research findings, it can be concluded 

that the lack of CAT computer labs at the time of the 

tests, the unevenness of the facilities and 

infrastructure in the area and the manual 

implementation of the tests affected the assessment 

process for cadets. While on the quality aspect, the 

quality of TNI cadets is in accordance with the 

standards, namely responsive (able to think quickly 

and precisely to provide solutions to problem 

problems), responsiveness (good personality and 

role model for members) and trengginas (having 

good security to carry out every workload who was 

held as cadets / TNI cadets). In general, the results 

of the evaluation of TNI AU cadet recruitment have 

gone well. Although it still requires some 

improvements such as the completeness of facilities 

and infrastructure. 
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Abstract: This study aims to determine the average financial ratios of the banking industry at PT. Bank Negara 
Indonesia (Persero) Tbk, PT. Bank Central Asia Tbk, PT. Bank Rakyat Indonesia (Persero) Tbk, PT. Bank 
Mandiri (Persero) Tbk in 2013-2017 from the aspect of financial ratios Liquidity, Solvability and 
Rentability. The sampling of this study was obtained by purposive sumpling method. Data analysis method 
measures the ratio of industry Quick Ratio, Inventory Policy Ratio, Primary Ratio, Capital Ratio, Net Profit 
Margin, and Return On Equity. Types of quantitative data and data sources use secondary data. The results 
showed that the average liquidity ratio of the banking industry for the 2013-2017 period for the Quick Ratio 
of 13.21% and Investing Policy Ratio was 7.88%. For the Solvency Ratio, the average banking industry 
ratio for Primary Ratio was 14.13% and Capital Ratio 25.50%. For profitability ratios, the average banking 
industry ratio for Net Profit Margin is 80.48% and Return on Equity is 18.22%. 

1 INTRODUCTION 

Every company must want their business to run 
smoothly and even develop. One of the successes of 
a company can be measured based on its financial 
performance. The financial performance of the 
company itself can be analyzed through financial 
statements that are presented regularly every period. 
Accounting information in financial statements is 
very important for users of financial statements in 
evaluating past, present and future events. 

Financial ratio analysis is an activity to analyze 
financial statements by comparing one other account 
in the financial statements, these comparisons can be 
between accounts in balance sheet financial 
statements and profit losses  (Sujarweni, 2017, p. 
59). Financial ratio analysis describes a relationship 
and a comparison between the number of one 
account and the number of other accounts in the 
financial statements. 

By using the ratio analysis method can explain or 
give an idea of the good or bad state or position of 
financial performance of a company. The financial 
ratio used to measure the ratio of the banking 
industry in this study is the Liquidity Ratio, 
Solvability Ratio, and Profitability Ratio. 

The Liquidity Ratio consists of Quick Ratio and 
Investing Policy Ratio. This ratio shows how 

quickly the company fulfills its financial obligations, 
generally short-term liabilities or obligations that are 
less than one year. Solvability ratio is a measure 
used to see the ability of a bank to fulfill all its 
obligations. Some of these ratios include Primary 
Ratio, and Capital Ratio (CAR). Profitability ratio, 
used to measure how much the ability of a company 
to obtain profits in relation to sales. This ratio 
includes Net Profit Margin, and Return On Equity. 

Based on this background the author is interested 
in conducting research with the title "Financial Ratio 
Analysis to Measure Average Banking Industry 
Ratios Registered at Lq45 (Case Study at PT Bank 
Negara Indonesia (Persero), PT Bank Central Asia 
Tbk, PT Bank Rakyat Indonesia (Persero), PT Bank 
Mandiri (Persero) Tbk in 2013-2017). " 

2 THEORICAL FRAMEWORK 

Financial Management is a process in the company's 
financial activities related to efforts to obtain 
company funds and minimize company costs and 
also financial management efforts of a business 
entity or organization to be able to achieve 
predetermined financial goals. 
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According to Kamaludin and Indriani (2012, p. 
1) Financial management is an effort and activity in 
order to increase the value of the company and as an 
effort to get funds in the most profitable way and 
allocate funds efficiently in the company as a means 
to achieve the target for shareholder wealth. 

Efficient financial management requires goals 
and objectives that are used as standards in 
evaluating financial decision efficiency. To be able 
to take the right financial decisions, financial 
managers need to determine the goals that must be 
achieved. 

The overall goal of financial management in a 
company is to maximize profits, maintain cash flow, 
prepare capital structures, maximize utilization of 
corporate finance, optimize company wealth, 
improve efficiency, ensure the survival of the 
company, reduce operational risk, and reduce capital 
costs. 

The size and importance of the financial 
management function depends on the size of the 
company. In small companies, financial functions 
are generally carried out by the accounting 
department. After the company developed, it 
gradually became a department. The main function 
of financial management is in terms of investment 
decisions, funding decisions and dividend decisions 
for a company or organization and even cooperatives 
or even other agencies. These financial decisions are 
implemented in daily activities to earn profits. Profit 
obtained is expected to increase the value of the 
company if the higher share prices, so that the 
prosperity of shareholders by itself increases. The 
financial management function includes three 
financial management decisions. First, Investment 
Decisions. Investment decisions are decisions on 
assets that will be managed by the company. this 
decision is most important because this investment 
decision has a direct effect on the amount of 
investment profits and the company's cash flow for 
future times. Second, Funding Decision. Funding 
decisions are financial management decisions in 
carrying out consideration and analysis of the 
combination of the most economical sources of 
funds for the company to fund investment needs and 
operational activities of the company. The funding 
decision concerns the sources of funds that are on 
the asset side. There are a number of things 
regarding funding decisions, namely decisions 
regarding the determination of the source of funds 
needed to finance investments, and the 
determination of the best balance of spending or 
often called the optimum capital structure. Third, 
Dividend Decision. Dividends are part of a 

company's profits that must be paid to shareholders. 
Dividend decisions are financial management 
decisions in determining the amount of profit to be 
shared with shareholders and funds to be deposited 
in the company as retained earnings for the growth 
of the company. 

According to Wijaya (2017, p. 13) Financial 
statements are business languages because in the 
financial statements it contains information about 
the company's financial condition to its users. Users 
of financial statements are management, investors, 
creditors, and other stakeholders related to the 
company. Kamaludin and Indriani  (2012, p. 34) 
Financial Reports are the final results of a recording 
process which is a summary of financial transactions 
that occur during the relevant financial year. 
Financial statements consisting of several sheets of 
paper containing numbers. But behind these 
numbers are stored various information ranging 
from real assets, financial assets, corporate 
liabilities, company profits, to future predictions of 
what will be experienced by the company. 

Financial statements are the end result of the 
accounting process. Financial statements indicate the 
position of resources owned by the company for one 
period. In addition, financial statements show the 
company's performance as indicated by the 
company's ability to generate revenue with the 
resources owned by the company. In the accounting 
process identified various transactions or events 
which are economic activities within the company 
through measurement, recording, classification and 
pengikhtisaran that produce information. 
Information that is relevant and interconnected one 
another can provide a proper description of the state 
of the company and the results of the company's 
operations that are combined and presented in the 
form of financial statements. 

In conducting financial statement analysis, it is 
important for someone to analyze the types, 
formulations and weaknesses in analyzing these 
financial statements. Characteristics that must be 
met by the information contained in financial 
statements are set out in the basic framework of 
preparing and presenting financial statements. In 
general, there are five types of financial statements 
that we know, namely: Balance Sheet, Income 
statement, Capital change report, Cash flow report 
and Notes / financial statements. 

Every financial report made has a specific 
purpose. In general, the financial statements of a 
company, arranged at certain times and at certain 
periods. The purpose of financial statements is 
prepared to meet the interests of the company, so 
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that financial statements can provide financial 
information to parties inside and outside the 
company that have an interest in the company. In 
general, the purpose of financial statements is to 
provide reliable financial information regarding 
assets, liabilities and capital of a company, provide 
financial information that helps users of financial 
statements to estimate the company's ability to 
generate profits, provide reliable information about 
changes in net assets (assets reduced obligations) of 
a company arising from business activities in order 
to make a profit, Providing other important 
information about changes in the assets and 
liabilities of a company, such as information about 
financing and investment activities, and put forward 
other information relating to financial statements 
that are relevant to the needs of report users , such as 
information about the accounting policies adopted 
by the company. 

Financial statements are prepared or made with 
the intention to provide an overview or report on 
progress made by the management concerned. So 
financial statements have a historical nature as well 
as a whole and as a report. According to Kasmir  
(2008, p. 12) financial statements have two 
properties, namely first, is historical, meaning that 
financial statements are made and arranged from 
past or past data from the present. Second, it is 
comprehensive, meaning that the financial 
statements are prepared in accordance with the 
standards set. 

The financial statements have limitations, 
namely financial statements that are made 
periodically are basically internal reports (reports 
made between certain times that are temporary) and 
not a final report. Therefore all amounts or things 
reported in the financial statements do not indicate 
the value of liquidation or realization in which this 
report contains personal opinions made by the 
Accountant or Management concerned. Second, 
financial statements show numbers in rupiah that 
appear to be definite and appropriate, but actually 
the basis for their compilation with standard values 
may differ or change. third, financial statements are 
prepared based on the results of recording financial 
transactions or rupiah values of various times or past 
dates where the purchasing power of the money 
decreases, compared to previous years so that the 
increase in sales volume expressed in rupiah does 
not necessarily indicate the units sold are getting 
bigger, maybe the increase was due to the increase 
in the selling price of the item which might also be 
followed by an increase in the price level. Fourth, 
financial statements cannot reflect various factors 

that can affect the position or financial condition of 
the company because these factors cannot be 
measured in units of money. 

Parties who need information usually come from 
the company's internal parties themselves and from 
external parties or outside the company. Internal 
Company, Internal parties are parties that are 
directly related to the company's operational 
activities. Usually this report is used to make policy 
decisions by a manager. The company's strategic 
decisions or plans that will be carried out to 
maximize the company's profits. Company External 
Parties, Users of financial statements are not only 
important for internal parties, but there are other 
financial statement users including: Investors, 
investors or investors have the right to know the 
results of their investments and need information 
that can help them make a profit, whether they 
should buy, plant or sell the investment. Employees, 
employees or groups that represent them also need 
information about the stability and profitability of 
the company. They also know information that 
allows employees to provide remuneration (wages), 
assess the ability of the company, find out 
information about pension benefits and information 
on employment opportunities. Creditors, creditors or 
lenders are also interested in obtaining information 
on whether the loans they have given and their 
interest can be paid when they are due. Suppliers 
and Business Creditors, Suppliers or partners also 
need financial statement information that allows 
them to be able to decide whether the outstanding 
amount will be paid at maturity. Business creditors 
need information if the company that is owed is the 
main customer and their survival depends on the 
company. The government, the Government requires 
the company's financial statements regarding taxes 
to regulate its activities, compile statistics for the 
interests of the state, and most importantly, establish 
tax policies. 

There are four limitations to these financial 
statements according to Jumingan (2017, pp. 10–11), 
namely first, financial statements are basically 
interim reports, not final reports, because real profit 
and loss (final income) can only be determined if the 
company sold or liquidated. For this reason financial 
statements need to be prepared for a certain period 
of time. One year is generally considered a standard 
accounting period. Allocation of revenue and cost 
over a certain period is influenced by personal 
considerations. For example in choosing the final 
inventory valuation method, determining the amount 
of depreciation, depletion, amortization, and losses 
due to uncollectible accounts receivable, the 
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separation between capital expenditure and income 
expenditure. So, it is clear that in fact the financial 
data is not definite, cannot be measured absolutely 
studied, this uncertainty is caused by contingent 
assets, contingent liabilities, and deferred 
maintenance. Second, the financial statements are 
shown in the amount of rupiah that seems certain. 
Actually, the amount of rupiah can be different if it 
is used by another standard (because there is more 
than one standard allowed). Especially when 
compared with financial statements if the company 
is liquidated, the amount of rupiah can be very 
different. Property, plant and equipment are valued 
at their historical prices, then deducted by the 
accumulated depreciation. The net amount does not 
reflect the value of the sale of fixed assets. In a state 
of liquidation, intangible assets such as patents, 
trademarks, organizational costs are only valued at 
one rupiah. Third, the balance sheet and income 
statement reflect financial transactions from time to 
time. During that period the value of the rupiah may 
have declined (the purchasing power of the rupiah 
declined due to the increase in the price levels). 

Fixed assets purchased in 1970 for example, the 
purchase price has now tripled, consequently the 
depreciation costs charged will be far smaller than 
the depreciation rate based on the replacement cost 
base. Also the increase in sales volume in rupiah 
amounts is not necessarily as an increase in the 
number of units sold. The increase in the rupiah 
amount of sales volume may be caused by the 
increase in unit selling prices. Therefore, to avoid 
misleading analysis, comparative analysis must be 
done carefully. Fourth, financial statements do not 
provide a complete picture of the state of the 
company. The financial statements do not reflect all 
the factors that affect the financial condition and 
results of operations because not all factors can be 
measured in units of money. These factors, for 
example, are the ability to find sellers and find 
buyers, the reputation and prestige of the company 
in the eyes of the public, external trust in the 
company, efficiency, loyalty and integrity of the 
leadership and employees, the quality of goods 
produced, the condition of competitors generally, 
and so on. 

According to Martono and Agus Harjito (2010, 
p. 4) Defining financial statement analysis as 
follows: Analysis of financial statements is an 
analysis of the financial condition of a company that 
involves the balance sheet and profit and loss. After 
the financial statements are prepared based on 
relevant data, and are carried out with the correct 
accounting procedures and valuations, the actual 

financial condition will be seen. The financial 
condition in question is known how many assets 
(wealth), liabilities (debt), and capital (equity) in the 
balance sheet owned. Then it will be known the 
income to be received and the amount of costs 
incurred during a certain period. Thus, it can be 
known how the business results (profit or loss) 
obtained during a certain period of income statement 
are presented. In order for financial statements to be 
more meaningful so that they can be understood and 
understood by various parties, it is necessary to 
analyze the financial statements. 

One important source of information for users of 
financial statements in making an economic decision 
is through financial statements. The financial report 
presents a lot of information about the performance 
of management and the health of the company. 
However, it cannot be denied that financial 
statements still have many shortcomings in 
presenting information needed by some parties, 
therefore analysis of financial statements is needed 
to analyze and interpret the report so that it can 
provide meaningful information to parties interested 
in development. company performance results. 

According to Kasmir (2013, p. 8) in general the 
objectives and benefits of financial statement 
analysis are first, Knowing the financial position of 
the company in a given period, both assets, 
liabilities, capital, and the results of the business 
achieved for several periods. Second, to find out 
what weaknesses are lacking in the company. Third, 
to know the strengths possessed. Fourth, to find out 
what improvement steps need to be done in the 
future that relate to the company's current financial 
position. Fifth, to evaluate management performance 
in the future whether it needs refresher or not 
because it is considered successful or failed. Sixth, it 
can also be used as a comparison with similar 
companies about the results they achieve. 

Financial ratio analysis is an activity to analyze 
financial statements by comparing one account with 
another account in the financial statements, the 
comparison can be between accounts in balance 
sheet financial statements and profit and loss. This 
financial ratio analysis aims to determine the 
relationship between accounts in financial 
statements, both in the balance sheet and in the 
income statement. 

Financial ratio analysis describes a relationship 
and a comparison between the number of one 
account and the number of other accounts in the 
financial statements. By using analytical methods 
such as this ratio will be able to explain or give an 
idea of the good or bad state or financial position of 
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a company. The purpose of conducting financial 
statement analysis is to be able to assist companies 
in identifying the company's financial strengths and 
weaknesses, assessing the performance of the 
company's financial statements in empowering all 
existing resources to achieve the targets set by the 
company. 

According to Kasmir  (2014, p. 315) there are 
several financial ratios which are considered 
important namely first, the Liquidity Ratio. It is a 
ratio to measure a bank's ability to fulfill its short-
term obligations when billed. The types of liquidity 
ratios are Quick Ratio, Investing Policy Ratio. 
Second, Solvency Ratio. Is a measure of a bank's 
ability to find sources of funds to finance its 
activities. The ratio is Primary Ratio, and Capital 
Ratio. Third, Rentability Ratio. Rentability Ratios 
are often called business profitability. This ratio is 
used to measure the level of business efficiency and 
profitability achieved by the bank concerned. 
Rentability Ratio consists of Net Profit Margin, and 
Return on Equity (ROE). 

The industry ratio is the financial ratio used to 
make comparisons between items, which aims to 
determine stability when a business is related to its 
competitors. The ratio in financial statement analysis 
is a number that shows the relationship between an 
element and other elements in the financial 
statements. The relationship between the elements of 
the financial statements is expressed in a simple 
mathematical form. This standard ratio can be 
determined based on the alternative, first, based on 
the records of the financial condition and results of 
the company's previous year. Second, based on 
financial report data that is budgeted or often called 
a goal ratio. Third, based on industry ratios, where 
the company in question is included as a member. 
Fourth, based on the ratio of other companies that 
are competitors, a company that is classified as 
advanced and successful is selected. 

With a comparison of these standard ratios it will 
be known whether the ratio of the company in 
question lies above the average, average, or below 
average. A good standard ratio is the one that gives 
an average picture. Although the industrial ratio is 
difficult to obtain or the preparation is very time 
consuming (very slow). Thus for the purposes of 
comparison can be used other forms of standard 
ratios, for example a goal ratio or ratio of the 
company itself that has been modified by 
anticipating changes that are expected to occur 
during an accounting period. 

 
 

 3 RESEARCH METHOD 
 
The purpose of this study was to determine the 
average financial ratios of the banking industry 
registered in LQ45 for the period 2013-2017. 

Basically the selection of ratios used to measure 
industry ratios are Liquidity Ratios, Solvability 
Ratios and Profitability Ratios. Liquidity ratios 
include: Quick Ratio and Investing Policy Ratio. 
Solvency ratios include: Primary Ratio and Capital 
Ratio. Rentability Ratio includes: Net Profit Margin 
and Return On Equity. 

The companies studied were four banking 
companies registered in LQ45, the sampling method 
used was purposive sampling. The required data is 
taken from the company's financial statements from 
2013 to 2017. 

The method used is descriptive research method, 
this study uses a quantitative approach, namely data 
that is processed and analyzed to obtain results and 
conclusions. The pattern of research design in each 
discipline has its own peculiarities, but the principles 
generally have many similarities. Research design 
provides an overview of the procedure for obtaining 
information or data needed to answer all research 
questions. Therefore, a good research design will 
produce an effective and efficient research process. 
The classification of research design is divided into 
two, namely the design of exploratory and 
conclusive research. The conclusive research design 
is further divided into two types, namely descriptive 
and causal. 

4 ANALYSIS 

This study aims to measure the average ratio of the 
banking industry at PT. Bank Negara Indonesia 
(Persero) Tbk, PT. Bank Central Asia Tbk, PT. Bank 
Rakyat Indonesia (Persero) Tbk and PT. Bank 
Mandiri (Persero) Tbk. 

In the period of 2013 to 2017, BNI had a Quick 
Ratio of 12.65%, 13.39%, 14.75%, 11.20%, and 
13.01% respectively. During this period, the highest 
Quick Ratio value was found in 2015 while the 
lowest Quick Ratio value was in 2016 

In the period of 2013 to 2017, BCA has a Quick 
Ratio of 13.32%, 13.95%, 13.40%, 12.89% and 
11.80% respectively. During that period, the highest 
Quick Ratio value was in 2014 while the lowest 
Quick Ratio value was in 2017. 

In the period of 2013 to 2017, BRI had Quick 
Ratio in a row of 13.75%, 13.54%, 14.83%, 11.80% 
and 10.20%. During this period, the highest Quick 
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Ratio value was found in 2015 while the lowest 
Quick Ratio value was in 2017. 

In the period of 2013 to 2017, Bank Mandiri had 
a Quick Ratio of 15.13%, 13.65%, 14.72%, 12.21% 
and 11.58% respectively. During that period, the 
highest Quick Ratio value was found in 2015 while 
the lowest Quick Ratio value is in 2017. 

In the period 2013 to 2017, BNI had Investing 
Policy Ratios in a row of 4.06%, 4.21%, 2.78%, 
5.61% and 7.21%. During this period, the value of 
Investing Policy Ratio was highest in 2017 while the 
lowest value of Investing Policy Ratio was in 2015. 

In the period of 2013 to 2017, BCA had an 
Investing Policy Ratio of 9.94%, 5.82%, 0.11%, 
0.48% and 1.58% respectively. During this period, 
the highest value of Investing Policy Ratio was in 
2013 while the lowest value of Investing Policy 
Ratio was in 2015. 

In the period of 2013 to 2017, BRI had an 
Investing Policy Ratio of 8.46%, 13.52%, 18.67%, 
17.42% and 22.21%. During this period, the value of 
Investing Policy Ratio was highest in 2017 while the 
lowest value of Investing Policy Ratio was in 2013. 

In the period 2013 to 2017, Mandiri had 
Investing Policy Ratios in a row of 5.38%, 7.00%, 
7.12%, 8.09% and 7.94%. During this period, the 
highest value of Investing Policy Ratio was in 2016 
while the lowest value of Investing Policy Ratio was 
in 2013. 

In the period 2013 to 2017 PT. Bank Negara 
Indonesia (Persero) Tbk, Primary Ratio has 12.33%, 
14.65%, 15.42%, 14.80% and 14.23% respectively. 
During this period, the highest Primary Ratio was 
found in 2015 while the lowest Primary Ratio was 
found in 2013. 

In the period 2013 to 2017, BCA had Primary 
Ratio in a row of 12.89%, 14.11%, 15.08%, 16.66% 
and 17.51%. During the period, the highest Primary 
Ratio value was found in in 2017 while the lowest 
Primary Ratio was found in 2013. 

In the period 2013 to 2017, PT. Bank Rakyat 
Indonesia (Persero) Tbk has a Primary Ratio of 
12.67%, 12.19% 12.88%, 14.63% and 14.86% 
respectively. During this period, the highest Primary 
Ratio value was found in 2017 while the lowest 
Primary Ratio value was in 2014. 

In the period 2013 to 2017 PT. Bank Mandiri 
(Persero), Tbk, has Primary Ratio of 12.11%, 
12.26%, 13.13%, 14.77% and 15.12%, respectively. 
During this period, the highest Primary Ratio value 
was found in 2017 while the lowest Primary Ratio 
value was in 2013. 

In the period 2013 to 2017 PT. Bank Negara 
Indonesia (Persero). Tbk, has a Capital Ratio of 

21.77%, 24.49%, 27.74%, 26.94% and 26.16% 
respectively. During this period, the highest value of 
Capital Ratio was in 2015 while the lowest value of 
Capital Ratio was in 2013. 

In the period 2013 to 2017, PT. Bank Central 
Asia. Tbk has Capital Ratio of 22.69%, 24.90%, 
26.06%, 31.04% and 31.84% respectively. During 
this period, the highest value of Capital Ratio was in 
2017 while the lowest value of Capital Ratio was in 
2013. 

In the period 2013 to 2017, PT. Bank Mandiri 
(Persero). Tbk, has a Capital Ratio of 21.77%, 
24.49%, 27.74%, 26.94% and 26.16% respectively. 
During this period, the highest value of Capital Ratio 
was in 2015 while the lowest value of Capital Ratio 
was in 2013. 

In the period 2013 to 2017, BNI had a Net Profit 
Margin of 80.74%, 81.14%, 80.10%, 80.19% and 
79.96% respectively. During this period, the highest 
Net Profit Margin was found in 2014 while the 
lowest Net Profit Margin was found in 2017. 

In the period of 2013 to 2017, BCA has Net 
Profit Margin in a row of 83.47%, 80.53%, 79.60%, 
79.85% and 79.98%. During this period, the highest 
Net Profit Margin value was in 2013 while the 
lowest Net Profit Margin value was in 2015. 

 In the period of 2013 to 2017, BRI had Net 
Profit Margin in a row of 81.73%, 85.52%, 83.28%, 
77.22% and 78.91%. During this period, the highest 
Net Profit Margin value was in 2014 while the 
lowest Net Profit Margin was found in 2016. 

In the period of 2013 to 2017, Mandiri had Net 
Profit Margin in a row of 79.95%, 79.51%, 80.31%, 
78.71% and 78.92%. During this period, the highest 
Net Profit Margin value was in 2015 while the 
lowest Net Profit Margin was found in 2016. 

 In the period 2013 to 2017, BNI had a Net Profit 
Margin of 19.00%, 17.75%, 11.65%, 12.78% and 
13.65% respectively. During this period, the highest 
ROE value was in 2013 while the lowest ROE was 
in 2015. 

In the period 2013 to 2017, BCA had ROE of 
22.29%, 21.19%, 20.12%, 18.30%, and 17.75% 
respectively. During this period, the highest ROE 
value was in 203 while the lowest ROE was found in 
2017. 

In the period of 2013 to 2017, BRI had ROE of 
26.92%, 24.82%, 22.46%, 17.86% and 17.36% 
respectively. During this period, the highest ROE 
was found in 2013 while the lowest ROE was found 
in 2017. 

In the period 2013 to 2017, Mandiri had ROE of 
21.21%, 19.70%, 17.70%, 9.55% and 12.61% 
respectively. During this period, the highest ROE 
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was found in 2013 while the lowest ROE was found 
in 2016 

 

5 RESULTS 

Liquidity ratio analysis shows that in 2013-2017, the 
average bank financial ratio in the Quick Ratio was 
13.21%. Banks that have an average above the 
industry average of Mandiri of 13.46% and BCA of 
14.38%. Investing Policy Ratio of 7.88%. Banks that 
have an average above the industry average of BRI 
is 16.06%. 

Solvability analysis in 2013-2017, shows the 
average financial ratio of banks at Primary Ratio of 
14.13%. Banks that have an average above the 
industry average of BCA of 15.25% and BNI of 
14.29%. the average bank financial ratio at the 
Capital Ratio is 25.50%. Banks that have an average 
above the industry average of BCA of 27.31% and 
Mandiri of 25.65%. 

Analysis of profitability in 2013-2017 shows that 
the average bank financial ratio on Net Profit 
Margin is 80.48%. Banks that have an average 
above the industry average, namely BCA at 80.69% 
and BRI 81.33%. In this ratio, all banks in a 
profitable condition means they can generate profits. 
The average bank financial ratio on Return on 
Equity is 18.22%. Banks that have an average above 
the industry average of BRI are 21.88% and BCA 
are 19.93%. 

 
Table 1: Recapitulation of Financial Ratios Periode 
2013-2017 

 

6 CONCLUSIONS 

From the results of the analysis and discussion, it 
can be concluded that the Liquidity Ratio: the 
industry average for Quick Ratio is 13.21% and the 
industry average of Investing Policy Ratio is 7.88% 
during the period 2013-2017. Solvability Ratio: the 

industry average for Primary Ratio is 14.13% and 
the industry average Capital Ratio is 25.50% during 
the period 2013-2017. Profitability Ratio: the 
industry average for Net Profit Margin is 80.48% 
and the industry average Return on Equity is 18.22% 
during the period 2013-2017. 
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Abstract: Entering the globalization era, the increasingly stringent competition between hospitals demands Indonesian 
hospitals to improve their quality and to conduct more aggressive marketing strategies through branding on 
social media. Branding on social media in the form of brandpost is expected to effectively build brand 
engagement. This study focuses on digging deeper into the development of brand engagement of Siloam 
Hospitals Group’s and RS. Premier Bintaro’s customers through brandpost on Facebook, Twitter and 
Instagram. The present study used a qualitative approach in which the data are in the form of brandposts, 
comments and replies on Facebook, Twitter and Instagram of the mentioned hospitals were analyzed using 
content analysis. The results of this study reveals that the forms and characteristics of both Siloam Hospitals 
Group’s and RS. Premier Bintaro’sbrandposts are quite similar, but the contents, frequency, and social 
media channels—on which they post their brandposts—are different. In addition, their interaction with 
consumers on Instagram that seems to be more active rather than on the other two social media shows that 
Instagram is the most effective social media on which they optimally build their brand engagement.

1 INTRODUCTION 

Entering the globalization era, the field of hospitals 
industry allows the establishment of foreign private 
hospitals in Indonesia along with the development of 
competitive medical tourism. The Jakarta Post 
quoted Frost and Sullivan, a consulting and business 
company, stating that in 2008, there were 288,000 
Indonesian people who were seeking medical 
treatment in Malaysian hospitals. Moreover, 
according to the Asian Health Care and Hospital 
Management, Indonesian people filled more than 
50% of the medical services capacity for foreigners 
in Malaysia. 

The presence of foreign private hospitals in 
Indonesia and the development of competitive 
medical tourism from neighboring countries become 
a threat to the national private hospitals and the 
government hospitals in Indonesia. Those hospitals 
are required to improve their quality along with their 
services quality, as well as being required to 
aggressively promote their health services through 
some promotion activities. One of the strategies that 

they use is advertising their brand on social 
media.The latest survey of the Indonesian Internet 
Service Providers Association (2016) shows that the 
three most widely used social media are Facebook 
(71.6 million), Instagram (19.9 million) and 
YouTube (14.5 million). The rapid development of 
social media provides an opportunity for above 
hospitals producing unsought products to promote 
their services on social media. Based on the 
observations, the majority of Indonesia hospitals are 
actively using social media.  Siloam Hospitals 
Group has the most followers on Facebook and 
Instagram, specifically 153,856 followers on 
Facebook and 434,000 followers on Instagram. 
Next, JEC Eye Hospital which has 97,560 followers 
on Facebook and 5,500 followers on Instagram.In 
addition, RS. Premier Bintaro has a total of 38,993 
followers on Facebook and 3,918 followers on 
Instagram. 

One of those hospitals’ goals in promoting their 
health services is to improve their reputation through 
branding activities.Building brand engagement 
through branding on social media can be conveyed 
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through some strong brandpost strategies. The 
Indonesian hospitals which discuss the use of social 
media as a means of branding which is carried out in 
the form of brandpost and how it influences the 
engagement of their prospective consumers is still 
few in numbers. 

The branding carried out through some brandpost 
strategies on social media can be conveyed in 
different ways depends on the needs and interests 
which are adjusted to the characteristics of 
Facebook, Twitter and Instagram. However, the 
number of research on brand image and brandpost, 
especially within the context of health and medical 
treatment, is still deemed to be quite low in 
Indonesia. Siloam Hospitals Group and RS. 
PremierBintaro uses 3 social media, namely 
Facebook, Instagram and Twitter, to promote their 
medical services  

Hence, this study focuses on digging deeper into 
the brand engagement of Siloam Hospitals Group’s 
and RS. Premier Bintaro’s customers through 
brandpost on Facebook, Twitter and Instagram. 
Based on the aforementioned background, the 
formulation of the problem that will be raised is as 
follows; 
1. What are the differences between brandposts 

strategies conducted by Siloam Hospitals Group 
and RS.Premier Bintaro that effect their brand 
engagement on Facebook, Twitter and 
Instagram? 

2. Among Facebook, Twitter and Instagram, which 
one is the most to effectivelybuild the brand 
engagementof Siloam Hospitals Group and RS. 
Premier Bintaro? 
 

2 THEORICAL FRAMEWORK 

Relationship Marketing 
Solomon (2007: 11) defines relationship marketing 
as an everyday interaction with consumers and 
providing reasons for them to maintain ties or 
relationships with the company from time to time. 
Whereas Kotler and Keller (2012: 20) define 
relationship marketing more broadly as a goal to 
build long-term relationships that are mutually 
beneficial for core parties such as consumers, 
distributor suppliers and other marketing partners in 
order to maintain and develop the business. In 
Dwyer et al. (1987), Scanzoni (1979) describes that 
the relationship between marketers and consumers 
occurs in five phases which explain how both parties 
respond to one another, namely (1) awareness, (2) 
exploration, (3) expansion, (4) commitment and (5) 
dissolution.  

 
Consumer Brand Relationship 
According to Schultz & Schultz (2004) in Veloutsou 
and Mountino (2008), consumer brand relationship 
is a bond in the form of financial, physical, or 
emotional that makes brand marketers and 
consumers stay together. Therefore, it is importance 
for a company to be active and intense in interacting 
with consumers through the brand of products they 
produced as to strengthen the emotional bond in 
building an excellent relationship between 
consumers and the brand. 

In his research, Veloutsou (2007) explained that 
there are two different dimensions of relationships 
between consumers and brand of a product. The first 
dimension is two-way communication, in which 
consumers who have a strong relationship with a 
brand will tend to hear information or news about 
their chosen brand and are also willing to give 
feedback if needed. This two-way communication 
process shows that there are several interactions 
between consumers and the brand that match the 
perceptions of the both side. The second dimension 
is emotional exchange, in which consumers will try 
to develop their feelings to a brand by giving value 
to the brand that they like and will also feel an 
advantage obtained through the interaction they do. 
 
Brand Engagement 
Brand engagement is the process of building 
emotional and rational relationships between 
customers and a brand. Brand engagement is a 
process of developing consumers' tendency to take a 
leading brand as part of how they see themselves 
(Sprott, Czellar, and Spagenberg, 2009). 
Engagement is strongly related to communication on 
social media, because social media generates a 
centric and participatory relationship, therefore, 
involvement in social media naturally becomes a 
meaningful relationship. Communicating through 
social media walls allows customers to interact with 
a brand by giving comments, likes or dislikes, and 
also by sharing the contents with their social 
connections. 

According to Muntinga, Moorman and Smit 
(2011) regarding to the typology of Consumers' 
Online Brand-related Activities (henceforth 
COBRA), consumer engagement in social media 
pages can be measured through three sustainable 
levels. First, users’ behavior in consuming content 
on social media, such as watching videos and 
images, reading product reviews, and downloading 
brand widgets, is a relatively passive online 
participation activity and is considered as a 
minimum level of online activity. The moderate 
level of online activity is related to users’ activities 
in contributing to the content of the page by giving 

UNICEES 2018 - 1st Unimed International Conference on Economics Education and Social Science

818



 

responses to the content they provide or provided by 
other users, such as conducting polls on Facebook, 
interacting through talks on wall posts, and 
commenting on videos or images posted on social 
media pages. The highest level of activity includes 
the users’ behavior of creating user-generated 
content (UGC), such as giving product reviews, and 
also creating and sharing videos and images on a 
brand’s social media pages so that other users can 
consume and also contribute to the brand. 
 
Social Media 
Brogran (2010) defines social media as a new tool 
for communication and collaboration which enables 
many types of interactions that were not previously 
and publicly available in the community. Social 
media is defined by Mayfield (2008) as a medium 
for users to be able to participate on, along with 
creating and sharing messages. While Kotler & 
Keller (2012) defines social media as a means for 
consumers to be able to convey information—in the 
form of texts, images, audios, and videos—to the 
company and vice versa. From the definition of 
social media above, it can be concluded in general 
that social media can be interpreted as a place to 
convey and receive information, in which users can 
actively interact and participate. Social networking 
sites allow for viral marketing and word-of-mouth 
promotion to be more effective than the traditional 
media outlets because of the high levels of consumer 
engagement associated with these alternate forms of 
web-based media. 
 
Brandpost 
Creating a post is the main core of social media 
activity from which interaction between users start 
to grow. Post is an article uploaded to a website / 
social media page in the form of words, pictures or 
videos. Uploading posts on social media and 
websites can be called as “posting”, whereas posting 
activity that inform a particular brand is called 
“brandpost”. This brandpost will encourage 
consumers to interact with the brand by giving 
comments or giving replies to a comment. The 
presence of interaction on social media shows that 
the information posted is interactive. The brandpost 
form is a display of brandpostthat contains a 
message or information to be conveyed to the 
consumers. The display of this brandpost form 
consists of text only, text with image, or text with 
video. Kim et al., (2015) suggested the application 
of interpersonal communication theory to understand 
consumers, since social media marketing requires a 
harmonious interaction with them. 
 

3 RESEARCH METHOD 

This study uses an explorative qualitative approach 
which is aimed to dig deeper into the interaction of 
Siloam Hospitals Group and RS. Premier Bintaro 
with their customers through comments, replies and 
shares on Facebook, Twitter and Instagram in order 
to build brand engagement.Then, the data are 
analyzed using content analysis. 
 
The Unit of Analysis  
According to Eriyanto (2011: 59) the unit of analysis 
can be described as part of the contents (words, 
sentences, photos, scene pieces, paragraphs) that are 
examined and used to deduce the contents of a text.  
 
Research Variables 
The variable of this study is the message delivered 
through brandpostswhich are posted by Siloam 
Hospitals Group and RS. Premier Bintaro, along 
with user comments and replies on Facebook, 
Twitter and Instagram.  
 
Data Types and Sources 
The primary data is online documents in the form of 
brandpostswhich are posted by the research objects 
on Facebook, Twitter and Instagram.  
 
Data Collection Technique 
The data collected in this study are in the form of 
brandpost—which are determined and posted on 
Facebook, Twitter and Instagram by the research 
objects in a period of 3 months—along with 
comments and replies from the mentioned hospital 
brands, namely Siloam Hospital Group and RS. 
PremierBintaro. Then, the data would be classified 
based on the brand name and the types of social 
media on which the brandposts are posted. After 
carrying out the process of collecting and selecting 
the data, this data will be taken into the process of 
data coding (Sekaran, 2006). 
 
Reliability Test 
Reliability test used in this research is 
reproducibility reliability test as anintercoder 
reliability which is done after conducting coder 
training and after doing the data coding process. The 
reliability test uses the following Holsti formula 
(Eriyanto, 2011): 

 
M = the number coding having the same amount 
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N1 = the number of coding created by coder 1 
N2 = the number of coding created by coder 2.  
The number of tolerable minimum reliability in this 
formula is 0.7 or 70%.  
 
Validity Test 
This study uses face validity and content validity 
test, so that the measurement of validity will be 
based on expert evaluation and approval from the 
scientific community obtained from several 
supporting journals. Face validity is the most basic 
type of validity which relates to whether the tool 
used does measure the concept to be measured, 
while content validity is a type of validity that 
checks whether the measuring instrument has 
included all the concepts to be measured 
(Neuendorf, 2002: 116; Eriyanto, 2011: 273). 

 

4 ANALYSIS 

This study uses content analysis method that allows 
researchers to analyze textual information and 
identify the nature of the text systematically, such as 
the appearance of certain words, concepts, 
characters, themes, or sentences. To do content 
analysis towards a text, the text will be coded first 
into categories and then analyzed using conceptual 
analysis or relational analysis (Sekaran 2006).This 
study uses thematic analysis data analysis 
techniques, which is a method to identify, analyze, 
and make the data reporting (Braun & Clarke, 2006). 
To facilitate the codification process and analysis in 
this research, pertaining to the interactions occurred 
on the Siloam Hospitals Group’s and RS. Premier 
Bintaro’sbrandposts, researcher used a qualitative 
analysis tool software NVIVO 11 trial version. 
 

5 RESULTS 

Validity and Reliability Test Results 
There are two reliability tests administered in the 
present study, namely the initial reliability test 
conducted after the coder training, and final 
reliability testing carried out after completing the 
entire coding process. Based on the results of the 
initial reliability test, the reliability point of the 
brandpost characteristics is 0.78, and the reliability 
point of the brandpost contents is 0.88. It shows that 
the two coders have the same perception towards 

contents of the categories contained in the coding 
sheet.  In addition, the result of the final reliability 
testshows that the reliability point of the brandpost 
characteristics is 0.86, and the reliability point of the 
brandpost contents is 0.83. According toEriyanto 
(2011; 290), the minimum tolerable reliability point 
is 0.7 or 70%. Therefore, all the results of the data 
coding could be taken into the analysis stage.  
 
Communication Strategy 
Communication strategy in this research is a 
combination of several aspects of communication, 
namely frequency, direction, modality and content. 
However, this research uses the aspects of social 
media communication, which are only content, 
frequency and channel. 
 
Content 
Brandpost Form 
The content in question in this research is the 
information conveyed to social media users through 
brandposts posted by Siloam Hospitals Group and 
RS. Premier Bintaro. The content is divided into 
several forms including text only, text with image 
and text with video.All of the brandposts posted by 
Siloam Hospitals Group on Facebook, Twitter and 
Instagram, are not in the form of text only.Instead, 
they are in the form of text with image, with a 
percentage of 84.9% posted on Facebook, 100% on 
Twitter and 81.7% on Instagram, and in the form of 
text with video with a percentage of 15.1% on 
Facebook and 18.3% on Instagram. 

Likewise, all of the brandposts posted by RS. 
Premier Bintaro are not in the form of text only. 
Instead, they are in form of text with image, with a 
percentage of 80.6% on Facebook, 71.4% on Twitter 
and 80.6% Instagram, and in the form of text with 
video with a percentage of 19.4% on Facebook, 
28.6% on Twitter and 19.4% on Instagram. 
 
Brandpost Characteristics 
In this study, Brandpost characteristics are 
categorized as having interactivity such as link to 
website, call to act, question and quiz (Vries et al., 
2012). A brandpost that belongs to “link to website” 
characteristics of interactivity should add, at least, a 
single link in the post that brings the customers to a 
news site or blog, but not to the company's site.Also, 
a brandpost that belong to “call to act” 
characteristics of interactivity should encourages 
consumers to give likes and comments or retweets 
the post.Lastly, the brandpost belongs to “question” 
characteristics of interactivity if it contains, at least, 
a question that should be answered by the 
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consumers. However, if the brandpost contains 
questions along with rewards for some lucky 
consumers who answer the questions, then it belongs 
to “quiz” characteristics of interactivity.  

The data shows that the percentage of the Siloam 
Hospital Goup’s brandposts on Facebook is 0% 
“link to website”, 32% “call to act”, 3% “question”, 
0% “quiz”, and 65% the rest has no characteristic of 
interactivity. On Twitter, there is 0.05% “link to 
website” brandposts, 21.95% “call to act”, 0% 
“question” and “quiz”, and 78% the rest is the 
brandposts having no characteristic of interactivity. 
Also, the percentage of brandposts on Instagram is 
0% “link to website” and “quiz”, 28% “call to act”, 
5% “question”, and 67% the rest has no 
characteristic of interactivity. 

On the other hand, the Siloam Hospitals Goup’s 
brandposts on Facebook has a percentage of 0% 
“link to website”, 20% “call to act”, 0% “question” 
and “quiz”, and obviously, 80% the rest has no 
characteristic of interactivity. Moreover, the 
percentage of brandposts on twitter is 0% “link to 
website”, “question”, and “quiz”, 22% “call to act”, 
5% “question”, and 78% the rest is the brandposts 
having no characteristic of interactivity.Lastly, the 
percentage of brandposts on Instagram is 0% “link 
to website”, “call to act”, and “quiz”, 23% 
“question”, and 67% the rest has no characteristic of 
interactivity.In sum, the majority of both Siloam 
Hospitals Group’s and RS. Premier 
Bintaro’sbrandposts do not contain any interactive 
messages.In addition, there is no brandpost in the 
form of quiz and the percentage of “call to act” and 
“question” brandposts is deemed quite low. 
 
Brandpost Contents 
Brandpost content is the information conveyed by 
Siloam Hospitals Group and RS. Premier Bintaro on 
social media. Based on the contents, brandpost is 
divided into informational brandposts, entertainment 
brandposts, and neutral brandpost which do not 
contain any information related to a product or any 
other interesting information. 

The content of Siloam Hospital Group’s 
brandposts on Facebook is in a percentage of 47% 
informational, 0% entertainment, and 53% neutral. 
On Twitter, the percentage of brandpost contents is 
39% informational, 0% entertainment, and 61% 
neutral, while on Instagram, the percentage is 35% 
informational, 0% entertainment, and 65% neutral. 
Otherwise, the content of RS. Premier 
Bintaro’sbrandposts on Facebook is in a percentage 
of 54% informational, 0% entertainment, and 46% 
neutral. On Twitter, the percentage of brandpost 

contents is 35% informational, 0% entertainment, 
and 65% neutral, while on Instagram, the percentage 
is 54% informational, 0% entertainment, and 46% 
neutral. 
 
Frequency 
Frequency is the average number ofbrandposts 
posted by each hospital on every social media within 
a single day. Siloam Hospitals Group posted 1-2 
daily bandposts on its Facebook, Twitter and 
Instagram page, which is ideal. On the other hand, 
RS. Premier Bintaro did not post daily on its 
Facebook and Instagram page, but they posted 1-2 
daily brandposts on Twitter. It shows that Siloam 
Hospitals Group posted more often than RS. Premier 
Bintaro which did not post daily except on Twitter. 
 
Channel 
This study goes over three social media which are 
Facebook, Twitter and Instagram. RS. Premier 
Bintaro frequently uses Facebook in response to the 
customers’ complaints, while Siloam Hospitals 
Group mostly interacts with the customers on 
Instagram. Also, it seems that both are not actively 
interact with the customers on Twitter.   
 
Level of Online Engagement 
Interacting on social media with a brand owner 
through comments and replies makes it easier for 
customers to express their likes or dislikes towards 
the brand. In this study, the concept of online 
engagement emerges from the typology of COBRA. 
The customer engagement on social media pages can 
be measured through three sustainable levels 
(Mutinga, et al., 2011). Therefore, the level of online 
engagement is measured through “Consume” in 
which the number of likes and views is analyzed, 
“Contribute”, which is the interaction on brand post 
measured by the number of comments and the 
number of shares; two-way communication that 
occurs in the form of positive, negative or neutral 
comments; and emotional exchange measured by 
positive and negative testimonials; and lastly 
“Create”, in which the user-generated content 
(UGC) and product reviews are measured. 
 
Consume 
1. Number of Likes 
According the observation, the Siloam Hospitals 
Group's neutral brandpost—in the form of text with 
image containing educational information about 
glaucoma—is liked the most on Facebook. On 
Twitter, its most liked brandpost is the one—in the 
form of text with image—containing information 
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about the announcement of walk Interview.  
Moreover, on Instagram, the most liked brandpost is 
informational brandpost—in the form of post text 
with image—containing information about medical 
check-up packages for premarital. Whereas, the RS. 
Premier Bintaro's informational 
brandpostannouncing its new ambassador is liked 
the most on Facebook.  In addition, on Instagram, 
the most liked brandpost is the one containing 
consumers’ testimonials towards the hospital’s 
services, while its brandposts on Twitter only got a 
few likes. 
 
2. Number of Views 
According the observation from a total of 50 videos 
posted by the Siloam Hospitals Group on Facebook 
and Instagram, the brandpost having the higher view 
is an informational brandpost containing ambulance 
services. Meanwhile, the RS. Premier Bintaro's 
neutral brandpost explaining the dangers of smoking 
is liked the most on Facebook. Furthermore, its most 
viewed brandpost on Instagram is an informational 
brandpost promoting its leading sport clinic services 
supporting a particular football club.  
 
Contribute 
1. Interaction 
This study analyzes the interaction through 
Facebook, Twitter and Instagram based on the 
brandpost that has the highest number of comments 
and shares. A large number of comments indicate 
that there is an interaction between brands and 
consumers, and an interaction among consumers. 
And the number of shares shows the willingness 
rates of the consumers to share the information to 
their own friends or followers. 
a. The Number of Comments 
The Siloam Hospitals Group’s brandpost on 
Facebook that has the highest number of comments 
is a neutral brandpost—in the form of call to act—
informing Glaucoma which aims to check the 
consumer knowledge about the disease by 
participating in the comment. Likewise, its 
brandpost on Instagram that has the highest number 
of comments is also in the form of call to act, while 
its brandposts on Twitter only have a few comments. 

Meanwhile, the RS. Premier Bintaro’s brandpost 
on Facebook that has the highest number of 
comments is a neutral brandpost explaining the 
dangers of smoking. Next, its brandpost on 
Instagram that has the highest number of comments 
a brardpost introducing its new pediatrician, while 
its brandposts on Twitter have no comments at all. 
 

b. The Number of Share 
The only social media that have direct sharing 
feature are only Facebook and Twitter. The Siloam 
Hospitals Group’s brandpost on Facebook that has 
the highest number of shares is a brandpost 
informing a job vacancy, while on twitter, its most 
shared brandpost is an informational brandpost 
promotinga radio talkshow. Otherwise, the RS. 
Premier Bintaro’sbrandpost on Facebook that has 
the highest number of shares is an informational 
brandpost explaining the dangers of smoking. And 
no one shared its brandposton Twitter. 

In Dwiyeret al. (1987), Scanzoni (1979) explains 
that the relationship between marketers and 
consumers is carried out in five stages, namely 
awareness, exploration, expansion, commitment and 
dissolution.In relation with the Scanzoni’s concept 
and the observation on those two hospital’s 
brandposts, it can be concluded that RS. Premier 
Bintaro is still on the awareness stage, in which its 
daily brandposts is for the sake of consumers’ 
awareness through social media. On the other hand, 
Siloam Hospital Group seems to have stepped 
further into the engagement stage as it frequently 
interacts with the consumers as their fans or 
followers on social media. 
 
2. Two-Way Communication 
Social media is an effective means for two-way 
communication. Consistently interacting with 
customers on social media can attracts their 
awareness and maintain their relations. The 
interaction in the form of replies shows the existence 
of the brand itself so that it will be easier to get 
closer to customers. For the leading hospitals such as 
Siloam Hospitals Group and RS. Premier Bintaro, 
the promotion of health services on social media 
should have passed the awareness stage and focused 
more on the engagement between the brand and the 
consumer. 

In this research, customers’ comments and 
replies are divided into three categories which are 
positive comments, negative comments and neutral 
comments. Based on the observation on Siloam 
Hospitals Group’s Facebook page towards all 
comments which possibly generate two-way 
communication, the percentage of the comments is 
94% neutral, 3,5% positive, 0,23% negative, and 
2,27% the rest is unclear. On Twitter, the percentage 
of comments which possibly generate two-way 
communication is 43% neutral, 0% positive, and 
57% negative comments found here.And on 
Instagram, the percentage of comments which 
possibly generate two-way communication is 77% 
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neutral, 6,8% positive, 2,8% negative, and 10,8% 
unclear. In addition, there is no comment in the form 
of customer testimonials or product reviews found 
on Facebook and twitter, but on Instagram, the 
percentage of positive testimonials is 0,9%, the 
negative one is 0,1%, and 1,2% is in the form of 
product reviews. 

Otherwise, based on the observation on RS. 
Premier Bintaro’s Facebook page towards all 
comments which possibly generate two-way 
communication, the percentage of the comments is 
82% neutral, 0% positive, 18% negative. Besides, 
there is no comment in the form of positive 
testimonials or product reviews. And, there are no 
comment found on its Twitter page.But on 
Instagram, the percentage of comments which 
possibly generate two-way communication is 73% 
neutral, 9% positive, 9% negative, and 9% in the 
form of product reviews.In sum, both hospitals have 
not got a decent number of comments in the form of 
consumers’ testimonials, product reviews, or content 
created by the consumers on their social media 
pages. 
 
3. Emotional Exchange 
Customers will try to express their feelings to a 
brand by giving feedback to the brand that they like, 
and then start to realize that they also get some 
advantages from those interaction. This kind of 
behavior belongs to the discussion of emotional 
exchange, where customers can give both positive 
and negative testimonials.In fact, there are a number 
of positive testimonials given by the customers to 
Siloam Hospitals Group on Instagram. Besides 
telling satisfaction in using products, customers also 
make an invitation to take pediatrician services of 
Siloam Hospitals Group to anyone who reads the 
comments.In addition, there is no negative 
testimonial given by the customers to Siloam 
Hospitals Group and RS. Premier Bintaro on their 
social media pages. 
 
Create 
According to Mutinga et al. (2011), the highest level 
of online activity in the typology of COBRA is user-
generated content creation activities.In this research, 
content creation activities are divided into product 
reviews and user generated content (UGC).An 
example of product reviews given by the customers 
is found on the Siloam Hospitals Group’s Instagram, 
in which the customers explains the Siloam 
Hospitals Group’s strengths and weaknesses in 
detail based on his/her own experience. This 
behavior also shows that they are most likely loyal 

to the brand.Then, an example of user generated 
content (UGC) is found on the customers’ comments 
or replies—containing a particular form of contents 
that is created by the customers itself and is publicly 
available for other customers—on Siloam Hospitals 
Group’s brandposts. 

6 CONCLUSIONS 

Based on the analysis and discussion above, it can 
be concluded the forms and characteristics of both 
Siloam Hospitals Group’s and RS. Premier 
Bintaro’sbrandposts are quite similar, but the 
contents, frequency, and social media channels—on 
which they post their brandposts—are different. 
Also, their interaction with consumers on Instagram 
that seems to be more active rather than on the other 
two social media shows that Instagram is the most 
effective social media on which they optimally build 
their brand engagement. 
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Abstract: In the context of developing and strengthening Islamic economy, the practice of knowledge sharing among 
Islamic university lecturers is very important. This is because lecturers are knowledge workers. Knowledge 
workers are not just people who have basic jobs or routine activities related to intellectual studies, but must 
also have innovative-creative power in utilizing, creating, and disseminating knowledge. Of course the 
knowledge shared must be based on quality research results. Through the practice of effective knowledge 
sharing based on quality research results, there will be a lot of motivation and innovation related to Islamic 
economy products and services. Based on the reasons why this study was done, namely to understand what 
factors that improve the practice of knowledge sharing among lecturers in Islamic universities. This study 
involved 350 lecturers from a number of Islamic universities in Indonesia. Through analysis of structural 
equation modelling (SEM), this study examines the proposed theoretical model of the 1st order 
Confirmatory Factor Analysis (CFA) causal relationship between a number of variables predicted to 
influence the practice of knowledge sharing. This study also examines a number of hypotheses arranged in a 
hypothetical model through a series of empirical data analyzes. By identifying overall model fit for the 
practice of knowledge sharing, the process of developing and strengthening research-based Islamic 
economy is expected to be carried out better. 

1 INTRODUCTION 

Indonesia has great potential to become the center of 
the global Islamic economy as a country with a 
Muslim population reaching 85 percent of the total 
population. Unfortunately, this potential still cannot 
be maximized by Islamic economic actors. This can 
be proven from the results of the 2016 National 
Financial Literacy and Inclusion Survey conducted 
by the Indonesian Financial Services Authority 
(OJK), the Indonesian Islamic financial literacy 
index at 8.1%. That means that out of every 100 
Indonesians, only 8 persons know about the Islamic 
financial services industry. This figure is far lower 
than the conventional financial literacy index which 
is at 29.5% (OJK, 2017). 

A similar report also came from The National 
Development Planning Agency (BAPPENAS) that 

the overall impact of the Islamic economic industry 
on the national economy remained small compared 
to the conventional financial industry. Even though 
the Islamic economic system in Indonesia has been 
officially present more than two decades ago. Of 
course this is a not-so-pleasant reality. The 
landscape of Islamic economic industry in Indonesia 
is very different compared to other countries such as 
Malaysia which is far more progressive 
(BAPPENAS, 2016). 

Islamic economy is not only about religious 
preferences. Through the aim of Sharia (Maqasid al 
Shariah), Islamic economy has the latent power to 
play an important role in empowering individuals 
and communities. Islamic economy can promote an 
entrepreneurial culture and influence people to 
invest in a real and sustainable economy, thus 
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bringing benefits to the wider community and the 
Indonesian economy. 

Reflection from the description  above, it is 
urgent to evaluate the Islamic economic 
performance in order to be able to empower the 
community. It can be ascertained that there is 
something wrong regarding the education and 
socialization of the Islamic economy, so that the 
level of Islamic financial literacy in the Indonesian 
community is at a low level. One of the factors 
predicted as the cause of the low level of Islamic 
economic literacy is the low participation of 
universities in the socialization and education of 
Islamic economics among the public. 

Among important agents who can educate and 
socialize Islamic economic products and services are 
Islamic university lecturers. Islamic economics 
lecturers need to intensively share knowledge 
regarding Islamic economic products and services to 
the wider community, thereby encouraging the 
development and strengthening of the Islamic 
economic sector. Based on that problem, this study  
was conducted. The aim is to test a proposed 
theoretical model regarding factors that affect the 
knowledge sharing of lecturers at Islamic 
universities to strengthen the Islamic economy. 

2 THEORICAL FRAMEWORK 

Knowledge sharing is a key concept in knowledge 
management (Hung and Chuang, 2009). At least 
there are three basic components supporting the 
process of forming knowledge management, namely 
the knowledge acquisition, knowledge sharing, and 
knowledge utilization. If knowledge acquisition is a 
process in which knowledge is developed and 
formed, knowledge sharing is a process of 
disseminating knowledge and at the same time 
making it ready for use. (Daud, Salina; Dali, Nuradli 
Ridzwan Shah Mohd; Hamid, 2006). That is why the 
concept of knowledge sharing is considered very 
important in an institution, including Islamic 
universities which are one of the institutions that are 
very competent to develop and strengthen the 
Islamic economy. 

As an endogenous variable in this study, 
knowledge sharing (KS) among lecturers should be 
thought to be significantly influenced by three 
exogenous variables, namely the lecturers' research 
skills (RS), research self-efficacy (RSE), and 
institutional support (IS). The following is briefly 
reviewed the theoretical framework related to the 
proposed theoretical model presented in this study. 

The success of an institution in developing a 
particular idea can be predicted from the application 

of effective KS among its members. Experts 
strongly believe that an institution —including a 
university— can generate enormous profits if it 
consistently applies KS (Cheng, Ho and Lau, 2009). 
KS will only work effectively if lecturers in Islamic 
universities have good RS. Lugkana Worasinchai 
and Aurilla Aurelie Arntzen Bechina concluded that 
strengthening RS is essential for the success of KS 
(Worasinchai, Aurelie and Bechina, 2010). 
Farkhondeh Hassandoust in his research also stated 
that the practice of KS was influenced by RS 
(Hassandoust; and Vimala Perumal, 2011).  

Unfortunately, the development of the RS of 
lecturers in the university itself has received 
peripheral attention. According to Emmanuel 
Chinamasa, negligence towards the development of 
lecturers' RS often occurs due to the assumption that 
lecturers have adequate RS (Emmanuel, 2014). Even 
though the low of RS can have an impact on the low 
level of KS. 

As Islamic universities that involve many 
knowledge workers, the practice of KS —especially 
related to Islamic economics— among lecturers 
should have a positive impact. Niels-Ingvar Boer 
and K. Kumar have mentioned in his research results 
that KS can produce very broad collective outcomes 
(Boer and Kumar, 2005). KS is able to provide 
benefits not only for lecturers, but also for the wider 
community as a target of Islamic economic products 
and services.   

Chun-Lin and Mei-chi Chen's research stated 
that one of the factors that drives someone to 
practice KS is because the person has RSE (Lin and 
Chen, 2009). Without high RSE, a person will not 
have the courage to practice KS. The research of 
Hsu et al. prove that one's RSE has a positive effect 
on KS behavior. Lin and Hung's survey results also 
stated that RSE is one of a number of variables that 
positively influence KS behavior (Hsu et al., 2007). 
While the results of the Elham Aliakbar survey also 
stated that RSE is one of a number of variables that 
positively effect KS behaviour (Aliakbar et al., 
2012). 

The practice of KS is also predicted to be 
influenced by IS. The practice of KS among 
lecturers will easily occur when there is support 
from the university. They will be stimulated to 
transfer knowledge when the university provides 
maximum support. This is confirmed by the results 
of a study by Nicolette Bakhuisen who concluded 
that the most important supporting factor for the 
practice of KS was the presence of IS (Bakhuisen, 
2012). 

Connelly and Kelloway's research on employee 
perceptions of KS culture also stated that IS is one 
of the factors that can improve the culture of KS 
(Connelly and Kevin Kelloway, 2003). The 
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conclusion is also confirmed by the research 
findings of Afshin Mousavi Chalak et al. He 
mentioned that IS was very much required so that 
the practice of KS could work well (Chalak, Ziaei 
and Nafei, 2014). Unfortunately, the results of 
Castells' research show that there are phenomena of 
bottlenecks on the issue of IS in the campuses 
(Musiige, Gordon; Maassen, 2015). Therefore it can 
be understood if the level of Indonesian Islamic 
financial literacy is very low. 

Based on the conceptual and theoretical 
framework described above, at least three research 
hypotheses can be formulated regarding any 
variables that influence the practice of KS among 
Islamic university lecturers. The following are three 
hypotheses in this study: 
 H1:   RS has a positive direct effect on KS.
 H2:   RSE has a positive direct effect on KS.
 H3: IS has a direct positive effect on KS.

3 RESEARCH METHOD 

This study uses inferential statistical analysis 
techniques of structural equation modeling (SEM) of 
1st order Confirmatory Factor Analysis (CFA). The 
causal relationship between the exogenous and 
endogenous variables described in the theoretical 
model will be empirically tested. The aim is to prove 
whether there is a fit of hypothetical models with 
empirical data collected. 

Respondents involved in this study were 350 
lecturers from several Islamic universities in 
Indonesia, consisting of 241 state Islamic university 
lecturers and 109 private Islamic university 
lecturers. In order to be able to represent lecturers 
from state  and private universities, the method of 
sampling chosen is stratified random sampling. 

The data collection technique used was the 
Likert scale questionnaire, namely for KS, RSE, and 
IS variables. The data related to RS is collected 
through multiple choice research objective tests. All 
instruments are sent to respondents via email. 

SEM techniques of the 1st order CFA type were 
chosen because according to Bagozzi and Fornel, 
analysis using SEM techniques enabled researchers 
to examine complex relationships between variables, 
both recursive and non-recursive. Through SEM 
analysis, researchers can also distinguish various 
kinds of relationship effects, both those that are 
direct effect, indirect effect, and total effect (Bagozzi 
and Fornell, 1982). 

The process of SEM analysis used in this study 
follows the five stages of analysis submitted by 
Bollen and Long, namely (a) model specification, 

(b) model identification, (c) parameter estimation, 
(d) model fit, and (e) respecification model (Bollen, 
Kenneth A.; Long, 1993). The entire process of 
analysis in this study, starting from the normality 
test, multicollinearity test, analysis of the 
measurement model and structural models are 
calculated using the LISREL program. 

4 ANALYSIS 

As a multivariate analysis technique, SEM requires a 
number of fundamental assumptions that must be 
met. There are four data sets of research variables 
that will be tested for multicollinearity and 
normality, namely KS, RS, RSE, and IS variables. 
The results of the analysis show that all data sets do 
not contain multicollinearity and fulfill multivariate 
normality assumptions with details of all p-
valueskewness-kurtosis <0.05 as follows: 
 
Table 1. Results of Variable Data Multivariate 
Normality Test  

Variables p-valueskewness-kurtosis

KS 0.061 
RS 0.071 

RSE 0.078 
IS 0.067 

 
The next step is to ensure the four measurement 

models of each variable do not contain offending 
estimates; do a validity test; check fifteen measures 
of Goodness of Fit (GOF); and finally do a 
reliability test. Here are the observed variables of  
the four measurement models.  

The KS measurement model consists of manifes 
variables of Desire to Share Knowledge (DtSK), 
Academic Community Interaction (ACT), 
Information Technology Availability (ITA), 
University Award (UA), and Academic Culture 
(AC). The RS latent variable consists of observed 
variables of Ability to Design Research (AtDR), 
Ability to Choose a Method (AtCM), Data 
Gathering Ability (DGA), Data Analysis Capability 
(DAC), and Ability to Communicate Research 
Results (AtCRR ).  For RSE latent variables consists 
of Intrinsic Motivation (IM), Research Preparation 
Conceptualization (RPC), Data Sources Utilization 
(DSU), Research Procedures Application (RPA), 
Data analysis (DA), and Research Results 
Communication (RRC). The IS measurement model 
consists of Policy Support (PS), Financial support 
(FS), Administrative Support (US), and 
Infrastructure Support (InfS). 
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The overall measurement models mentioned 
above are confirmed its validity and realiability by 
examining the t-values and standardized loading 
factor (SLF); examining fifteen measures of 
Goodness of Fit (GOF); and finally calculating its 
construct reliability (CR) and variance extracted 
(VE). The aim is to ensure that the estimated 
standard loading factors of the measurement models 
are good fit. The following is a summary of each 
calculation result as referred to above: 

 
Table 2. Validity and Reliability of Research 
Variables 

Variabl
es 

Validitas Reliabilitas 
t-

value 
SL
F 

error CR VE 

KS    0.91 0.68 
DtS
K 

16.76 0.76 0.42   

AC
T 

26.32 1.00 0.00   

ITA 25.58 0.99 0.03   
UA 14.72 0.69 0.53   
AC 12.18 0.59 0.65   

RS    0.92 0.70 
AtD
R 

24.62 0.97 0.06   

AtC
M 

21.26 0.89 0.21   

DG
A 

14.09 0.67 0.55   

DA
C 

13.33 0.64 0.59   

AtC
RR 

24.27 0.96 0.08   

RSE    0.93 0.67 
IM 20.51 0.87 0.24   
RP
C 

25.36 0.98 0.04   

DS
U 

23.61 0.94 0.11   

RP
A 

23.28 0.94 0.12   

DA 16.33 0.75 0.44   
RR
C 

7.45 0.39 0.85   

IS    0.94 0.80 
PS 23.52 0.95 0.10   
FS 21.60 0.90 0.19   
AS 17.54 0.79 0.38   
InfS 22.41 0.92 0.15   

 

From the summary table above, it can be seen 
that each measurement model has a good level of 
validity and reliability. It can be proven that every t-
value of all manifest variables has loading factors > 
1.96 and all standardized loading factors > 0.70. 
Likewise with all construct reliability of the latent 
variables are > 0.70 and the variance extracted  are > 
0.50. Thus, it can be concluded that the four models 
of measurement models match the good fit. 

To continue on the analysis of the hybrid model 
which is a combination of the four measurement 
models, it is necessary to evaluate the overall model 
fit or GOF statistics between the data and the 
hypothetical model. Following are the results of the 
tabulation of the overall model fit test of the hybrid 
model: 

 
Table 3. The Overall Model Fit Test Result of 
Hybrid Model 

Fit Index
Acceptable 
Threshold 

Level 

Estimation 
Result 

Decision 

Absolute Fit Measures 
Chi-
Square 

Low Chi-
Square 
value 

1388.74 

Poor  Fit 

p p > 0.05 (P = 0.0) 
NCP Low NCP  

value 
1224.74 

Poor  Fit Interval Narrow 
interval 
value 

(1109.50 ; 
1347.42) 

 
RMSEA RMSEA   < 

0.08 
0.15 

Poor  Fit 
p (close 
fit) 

p > 0.05 P = 0.00 

ECVI 

Small value 
and close to 
saturated 
ECVI 

M* = 4.24 

Good Fit 
 

S* = 1.20 
I* = 83.87 

RMR 
Standardize
d RMR < 
0.05 

0.044 Good Fit 

GFI GFI > 0.90 0.72 Poor  Fit 
Incremental Fit Measures 

NFI NFI > 0.90 0.95 Good Fit 
NNFI NNFI > 0.90 0.95 Good Fit 
AGFI AGFI > 0.90 0.64 Poor  Fit 
RFI RFI > 0.90 0.94 Good Fit 
IFI IFI > 0.90 0.96 Good Fit 
CFI CFI > 0.90 0.96 Good Fit 

Parsimonious Fit Measures 

AIC 

Small value 
and close to 
saturated 
AIC 

M* = 
1480.74 

Good Fit S* = 420.00 
I* = 

29272.12 
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Fit Index 
Acceptable 
Threshold 

Level 

Estimation 
Result 

Decision 

Absolute Fit Measures 

CAIC 

Small value 
and close to 
saturated 
CAIC 

M* = 
1704.21 

Good Fit 
S* = 

1440.17 
I* = 

29369.28 
Other GOFI 

CN CN > 200 51.28 Poor  Fit 
Information: 
M* = Model      S* = Saturated  I* = 
Independence 

 
From the results of the GOF Statistics test, it is 

known that there are 9 of GOF statistics that have a 
good fit, those are Expected Cross-Validation Index 
(ECVI), Root Mean Square Residuan (RMR), 
Normed Fit Index (NFI), Non-Normed Fit Index 
(NNFI), Relative Fit Index (RFI), Incremental Fit 
Index (IFI), Comparative Fit Index (CFI), Akaike 
Information Criterion (AIC), and Consistent Akaike 
Information Criterion (CAIC). The rest is 6 of GOF 
that indicate poor fit, namely Chi-Square, Non-
Centraly Parameter (NCP), Root Mean Sequare 
Error of Approximatipn (RMSEA), Goodness of Fit 
Index (GFI), Adjusted Goodness of Fit Index 
(AGFI), and Critical N (CN).  Thus, it can be 
concluded that the level of model fit of the structural 
model is good fit. Through the Structural Fit Model 
test, the path diagram of t-values is also obtained. 
The path diagram shows the t-value of each 
correlation between variables as follows: 

 

 
Figure 1. Path Diagram of T-values of Hybrid Model 

 
The structural model regression coefficients can be 
seen from the path diagram of standardized solution 
below: 

 
Figure 2. Path Diagram of Standardized Solution of 
Hybrid Model 
 

Based on the results of the Structural Fit Model 
test above, a number of parameters relating to the 
exogenous and endogenous latent variables which 
are also the basis for testing a number of hypotheses 
can be summarized in the table below: 

 
Table 4. Relationship Parameters between 
Exogenous and Endogenous Latent Variables based 
on the Research Hypothesis 

Hypothesis T-value Path 
Coefficients 

H1: RS    KS 8.09 0.52
H2: RSE  KS 8.38 0.73
H3: IS      KS 4.71 0.34
 
Analysis of the structural model fit also produced 

a coefficient of determination (R2) for the KS latent 
variables as below: 
RS RSE IS    KS = 0.82 

 
Based on the analysis of the level of the 

structural model fit above, a number of hypotheses 
proposed can be tested as follows: 

 
Hypothesis 1:  

It is known that the t-value for the RS  KS 
parameter is 8.09. That means that the t-value is 
significant between the acceptance region, namely 
8.09 > 1.96. In addition, the estimated regression 
coefficient between the two variables shows a 
positive relationship of 0.52. Thus it can be 
concluded that the alternative hypothesis (Ha) is 
accepted and the null hypothesis (Ho) is rejected, so 
that RS  has a positive direct effect on KS. 
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Hypothesis 2:  
It is known that the t-value for the RSE  KS 

parameter is 8.38. With a t-value of 8.38 > 1.96, the 
parameter is significant in the acceptance region. In 
addition, the estimation results of the regression 
coefficient between the two variables show a 
positive relationship of  0.273. This means that it can 
be concluded that Ha is accepted and Ho is rejected, 
so that RSE has a direct positive effect on KS. 
 
Hypothesis 3: 

It is known that the t-value for the IS  KS 
parameter is 4.71. With a t-value of 4.71 > 1.96, the 
parameter is significant in the acceptance area. In 
addition, the estimation results of the regression 
coefficient between the two variables show a 
positive relationship of 0.34. This means that it can 
be concluded that Ha is accepted and Ho is rejected, 
so IS  has a positive direct effect on KS. 

5 RESULTS 

Analysis of the structural model fit shows that RS 
has a positive direct effect on the practice of KS. 
With the estimated value of the regression 
coefficient parameter of 0.52, it can be interpreted 
that the effect  of RS on KS is 52%. In addition, the 
standard error value of the SIMPLIS program 
calculation output is 0.086 or  9%. With a standard 
error value that is not too large, it can be interpreted 
that the estimated regression coefficient of 52% is an 
accurate parameter estimation value. This means that 
RS factor can be used to accurately predict the 
increase of KS. 

With the acceptance of Hypothesis 1, 
conclusions delivered by Lugkana Worasinchai and 
Aurilla Aurelie Arntzen Bechina above is getting 
stronger. It is true that strengthening RS is essential 
for the success of KS  practices. The results of this 
study also confirm the conclusions of Farkhondeh 
Hassandoust who stated that the practice of KS is 
influenced by RS. The more a person has the high 
level of RS, the higher the tendency to practice KS. 

Likewise with RSE factor, it have a positive 
direct effect on the practice of KS. The estimated 
value of the regression coefficient between them is 
known to be positive at 0.73. This means that the 
effect of  RSE on KS practices is 73%. Moreover, 
the standard error value from the analysis results is 
only 0.069 or 7%. This shows that the results of the 
regression parameter estimate of 73% are accurate 
values. Thus it can be concluded that the factor of 

RSE is a very strong predictor for the improvement 
of KS practices. 

The acceptance of Hypothesis 2 confirms the 
conclusions of Chun-Lin and Mei-chi Chen in the 
above theoretical study that RSE is a very strong 
factor to encourage someone to practice KS. 
Similarly, the results prove the conclusions of Hsu et 
al. that one's RSE does have a positive effect on KS 
behavior.  

Similar to the latent variables of IS, it was 
proven to have a positive direct effect on the latent 
variables of KS. The estimated value of the 
regression coefficient between the two shows a 
positive value of  0.34. This means that IS can affect 
the practice of KS  by 34%. Moreover, the standard 
error value of the analysis results is only 0.067 or 
7%. This shows that the results of the regression 
parameter estimation of 34% are accurate values. 
Therefore, it can be concluded that the factor of IS 
can be used as a very strong predictor for the 
improvement of KS practices. 

The acceptance of Hypothesis 3 confirms the 
conclusions of Nicolette Bakhuisen who stated that 
the most important supporting factor for the practice 
of KS is IS. Likewise with the conclusions of 
Connelly and Kelloway who stated that IS is a very 
significant supporting factor for the culture of KS. 
Another conclusion confirmed by Hypothesis 3 
reception is the study of Afshin Mousavi Chalak et 
al. They stated that IS is highly required so that the 
practice of KS can run well in an institution. 

The results of other analyzes also show a 
coefficient of determination (R2) of  0.82. That 
means the three exogenous variables (RS, RSE, and 
IS) have a total influence of 82% on endogenous 
variables (KS). This means that the practice of KS 
among Islamic university lecturers —particularly 
related to Islamic economic products and services— 
is largely determined by the factors of RS, RSE, and 
IS in 82% and other factors only have an influence 
of 18%. In other words, when the university focuses 
on these three exogenous factors (RS, RSE, and IS), 
the predictable success rate for improving the 
practice of KS has reached 82%. 

6 CONCLUSIONS 

The results of testing a number of research 
hypotheses on the proposed theoretical model in this 
study proved empirically. The hypothetical model 
that was previously designed proved to be supported 
by empirical data with a number of significant 
values. Based on the analysis above, it can be 
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concluded that one of the most effective efforts to 
increase the level of literacy of Islamic finance in 
Indonesia is to increase the willingness of Islamic 
university lecturers to share their knowledge 
regarding Islamic financial products and services. 
This is because Islamic university lecturers are 
people who have the competence to provide 
information and education related to Islamic 
economic materials. With a high level of KS among 
Islamic university lecturers, the Islamic financial 
literacy index in the future is not expected to be in a 
very low position as the survey was reported by the 
Indonesian Financial Services Authority (OJK) in 
2016. 

Therefore, it is important for Islamic universities 
to provide support and commitment to increase the 
KS of lecturers. The method is by strengthening the 
research skills of the lecturers; improving their 
research self-efficacy; and facilitating maximum 
institutional support, both in terms of policy, 
finance, administration, and infrastructure supports. 
By boosting these three factors (RS, RSE, and IS), it 
can be predicted that the level of KS of lecturers will 
also increase. With the increasing practice of KS 
among Islamic university lecturers, a positive impact 
on developing and strengthening Islamic economy 
will be felt.  

Increasing KS will also produce a multiplayer 
effect. In addition to information and education 
related to the Islamic economy that can run well, KS 
among lecturers will indirectly have a positive 
impact on the overall Islamic economic industry 
towards the national economy. The lecturers in 
Islamic universities will also indirectly empower 
individuals and communities. Thus, the 
entrepreneurial culture and investment in the real 
and sustainable sharia economic sector will continue 
to grow, so bringing benefits to the wider 
community and the Indonesian economy. Thus, the 
opportunity for Indonesia to become a strong Islamic 
economic player on a global scale can be realized. 
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Abstract: The purpose of this study is: to find out 1) Description of organizational change, organizational culture and 

performance of PT X employees, 2) Effect of organizational changes on the employees’ performance, 3) 

Effect of organizational culture on the employees’ performance, 4) Models Organizational change research 

and organizational culture can predict the employees’ performance. The technique of collecting data using 

survey methods is by distributing questionnaires which are then processed with the SPSS 25 program. This 

study using descriptive and explanatory analysis. The results of the regression show that there is a positive 

and significant influence between organizational changes on employee performance, and also there is a 

positive and significant influence between organizational culture on employee performance, and for 

research models of organizational change and organizational culture can predict the employees’ 

performance that organizational change and organizational culture can predict significantly the performance 

of employees. 

1 INTRODUCTION 

The success of an organization in running its 
business depends on the ability of human resources 
to manage the resources owned by the company. 
Human resources are one of the key factors in 
economic reform namely, how to create qualified 
and skillful Human Resources (HR) and highly 
competitive in today's global competition (Utami et 
al., 2017). The performance of an employee 
determines how the success of an organization in 
achieving its goals. Employees become executors of 
various policies and operational activities in an 
organization. All forms of resources owned by the 
organization will not be able to run optimally if it is 
not supported by the performance of employees who 
are qualified in their fields. Ferlan (2016: 1058) 
strengthens this argument by stating that 
organizations and employees are a unit that has a 
relationship and must be balanced. 

Every organization will always strive to improve 
employee performance, with the hope that 
organizational goals are achieved. The performance 
of an employee plays an important role for an 
organization, because the performance of each 

employee is a contribution to the achievement of the 
performance of each organizational function and in 
turn the performance of organizational functions 
contributes to the achievement of an organization or 
company (Utami et al., 2017: 205). PT X is a 
company engaged in supplying household goods. 
From the results of observations made by 
researchers, in the last 3 years there have been 
organizational changes 2 times in the organizational 
structure of PT X. From these changes it is thought 
to have an impact on the decline in employee 
performance. 

This organizational change has been planned and 
aims to find the most appropriate form of 
organization so that it can support the achievement 
of organizational goals. In addition, according to 
Ferlan (2016: 1065) an organization can only 
survive if it can make changes. When organizational 
changes occur, all employees must be ensured that 
they have enough information. This is intended so 
that employees can be better prepared to deal with 
these changes. Employees must be informed of 
changes in the organization before they occur so that 
they can prepare themselves physically and 
emotionally (Karanja, 2015: 239). Besides 
organizational change, organizational values become 
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a culture inherent in the organization, where 
organizational culture plays an important role in 
achieving organizational goals. Utami et al. (2017: 
207) said that organizational culture plays an 
important role in achieving an organizational goal 
because organizational culture is a way of working 
quality and is based on meaningful values and 
provides motivation and inspiration to work better. 
Thus, organizations that have a good organizational 
culture are considered capable of motivating and 
inspiring employees to work better. Employees who 
successfully adapt within the organizational culture 
will be able to maximize the performance they have 
so that it has an impact on achieving organizational 
goals. Based on data obtained by researchers, human 
resource management at PT X has been conducted. 

2 THEORICAL FRAMEWORK 

Performance 
Organizational performance is largely determined by 
how the employee's performance the organization 
has. The fulcrum for the good and bad performance 
of organizations to make better resources. Employee 
performance itself is the output of the development 
and training carried out by the organization. Gultom 
(2014: 176). Improve communication skills. Good 
management of their organization is needed, so that 
the output that can be accessed by the organization 
can be fulfilled. 

Nkuraru & Wanza (2016: 190) also states that 
performance is an important thing for organizations 
to achieve company goals and objectives. Provisions 
reinforced by Trang (2013: 210) employee 
performance is the output or work results of 
employees in accordance with the duties and 
responsibilities to achieve organizational goals. 
Employees are interpreted as something very 
important, depending on how the company is able to 
manage it. Then, according to Mangkunegara (2011: 
43) performance is the result achieved through 
certain activities and procedures by using resources 
for the specified organization. Performance is the 
result of the system applied by the organization, 
starting from planning to evaluation. 

Meanwhile, according to Utami et al. (2017: 
206) individual performance is the result of work 
both in terms of quality and the number of work 
standards that have been determined. From here we 
can see that there are two aspects that need to be 
considered in one employee, namely from the 
quality that can be done by the employee. From the 
definition above, the researcher synthesizes 
performance is the work result that can be obtained 
from a project of certain procedures to achieve the 

company's target according to the standards that 
have been set together. 
 
Organizational Change 
Today, we want the world to be on a massive 
journey. Individuals and organizations are required 
to make changes in times that are able to survive in 
competition. Organizations must always be prepared 
to look at the risks and opportunities that exist to 
survive. According to Utami et al. (2017: 207) 
organization for organizational components such as 
structure, strategy, systems and human behavior that 
aims to increase the effectiveness of the 
organization. Organizational change is done to 
improve organizational performance.  Then, Karanja 
(2015: 232) is an organization which is an action or 
movement designed in a process or process that 
affects the work of the organization. Changes may 
also affect the strategies used in achieving, the 
process of implementing strategies, tasks and 
functions carried out by employees in the 
organization, and the relationship between 
employees themselves. Sunaryo (2017: 102) 
emphasizes the main goal of the organization which 
ultimately is to achieve organizational goals to the 
fullest. This achievement certainly cannot be done 
simply by doing the same thing and repeatedly. 

From several components that have been stated 
by the experts above, the researcher synthesizes the 
organization which is an action that is channeled 
into the organization, such as structure, strategy, 
system, and human behavior with the aim of 
improving organizational performance. 
 
Organizational Culture 
Gultom (2014: 176) explains that organizational 
culture in an organization is usually associated with 
values, norms, attitudes and work ethics that are 
shared with each component of the organization, 
these elements become the basis for monitoring 
employee behavior, the way they think, cooperate, 
and interact with its employees. 

Trang (2013: 210) explains that organizational 
culture is a value, assumption, assumptions, attitudes 
and behavioral norms that have institutionalized then 
manifest in appearance, attitudes and actions, thus 
becoming the identity of a particular organization. 
Organizational culture becomes an inseparable thing 
from the organization itself. 

Organizational culture is agreed upon together, 
both directly and indirectly by every element in the 
organization. This is in line with Sunaryo (2017: 
103) organizational culture is a shared perception 
shared by all members of the organization. 

Defined by Awadh & Saad (2013: 169), 
organizational culture as a combination of values, 
habits, beliefs, communication and translation of 
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behavior that provides guidance for many people. A 
strong culture is a very useful tool for directing 
behavior, because it helps employees to do better 
work so that every employee at the beginning of his 
career needs to understand the culture and how the 
culture is implemented. The performance of an 
organization is able to be sustained by a strong 
organizational culture, because the established work 
environment can make each employee at an optimal 
level. Furthermore, the strong organizational culture 
is also able to provide the control needed by 
employees so as to be able to penetrate the 
boundaries of a rigid formal bureaucracy, so that 
motivation and innovation of employees can grow 
well. 

From the definition stated above, the researcher  
draws the conclusion that organizational culture is a 
combination of values, habits, beliefs, attitudes and 
actions that become the identity of the organization, 
referring to the same system and differentiating from 
other organizations. 
 
Research Constellation Model 

Figure 1: Research Constellation Model 
 

3 RESEARCH METHOD 

This research is a descriptive and explanatory 

research that takes place from May 2018 to August 

2018 with the method of collecting data using the 

survey method, namely by questionnaire. In 

addition, researchers also used secondary data in the 

form of employee performance appraisal data 

obtained from PT X. The sampling technique used 

was nonprobability sampling so that the sample in 

this study were all members of the population, 

namely all employees of PT X as many as 129 

people. 

4 ANALYSIS 

Validity test 

Table 1: Validity test 

Variable 

Cronbach's 

Alpha Notes 

Organizational 

Change (X1) 0,736 Reliable 

Organizational 

Culture (X2) 0,622 Reliable 

 

Validity test performed on organizational change 

variables and organizational culture seen from all 

items in the variable statement can be declared valid. 

Expressed valid because all instruments have met 

the requirements, namely the value of r count> r 

table 0.344. So, it can be concluded that all 

instruments can be used because they fulfill valid 

assumptions. 

 

Reliability test 

Table 2: Reliability test 

Variable 

Item 

before 

tested 

Item 

not- 

Valid 

Item Valid 

Organizational 

Change (X1) 
10 0 10 

Organizational 

Culture (X2) 
12 0 12 

 

Based on Table 2. above the reliability test 

results for each variable organizational change and 

organizational culture have Cronbach's Alpha 

value> 0.6, which is 0.736 and 0.622. Thus, the 

instruments of the two variables can be declared 

reliable or reliable because the value of Cronbach's 

Alpha is more than 0.6. 

 

Descriptive analysis 

Descriptive analysis is the result of processing raw 

data of research variables to provide an overview of 

the distribution and distribution of data. The raw 

data of research variables are the results of research 

obtained through questionnaires distributed to 

respondents, namely all employees of PT X 

numbered 129 employees. The results of the answers 

to the questionnaire will be used to determine a 

general description of the company's conditions 

regarding organizational change, organizational 

culture and performance. 

The criteria for interpreting the scores that 

researchers use in measuring organizational change 

variables and organizational culture start at the level 

of 0% - 25%. Disagree statements and strongly 

disagree, organizational changes are declared very 
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effective and the organizational culture is very 

supportive. Then the levels of 26% - 50% for 

disagree statements and strongly disagree, then 

organizational changes are declared effective and the 

organizational culture supports. Furthermore, if the 

levels of 51% - 75% for statements of disagreement 

and strongly disagree, organizational changes are 

declared ineffective and the culture of the 

organization does not support. Finally, if the level is 

76% - 100% for the statement of disagreement and 

strongly disagrees, organizational changes are 

declared to be very ineffective and the 

organizational culture is not very supportive. 

Then, for a descriptive analysis of employee 

performance variables, researchers used score 

interpretation criteria by looking at if the average 

obtained by employees is 0 - 6.00, then the 

employee's performance is stated to be poor. Then, if 

the average obtained by employees is 6.01 - 8.00 

then the employee's performance is declared good. If 

the average obtained by employees is 8.01 - 10.0, 

the employee's performance is stated to be very 

good. 

 

5 RESULTS 

The results of the descriptive analysis for 

organizational change and organizational culture 

variables indicate that the statement strongly agrees 

to the organizational change variable is 6.6% and the 

organizational culture is 3.6%. Then, for the 

statement of agreement for the variable 

organizational change is 20.2% and the 

organizational culture is 21.4%. Furthermore, for 

disagreeing statements for organizational change 

variables is 52.6% and organizational culture is 

53.5%. For statements that strongly disagree for the 

variable organizational change is 20.6% and 

organizational culture is 21.5%. 

So, when viewed from the results of the 

descriptive analysis, organizational changes were 

declared ineffective because the disagreement 

statement and strongly disagree amounted to 73.2%. 

For organizational culture variables it was declared 

not supportive because the number of disagreements 

and strongly disagreed was 75%. 

Then, the results of research for employee 

performance variables are as follows: 

Organizational changes are declared ineffective, 

can be seen from employees who do not need new 

skills in doing their tasks. Employees feel enough 

with the skills they have now. The existence of new 

methods also proved unable to make employees 

easier in carrying out their work. The coordination 

mechanism in the company runs poorly so that the 

flow of coordination between employees is not 

good. 

Real organizational culture in not supporting the 

achievement of organizational goals, can be seen 

from the reluctance of employees to conduct 

analysis in carrying out their work. The employees 

also proved reluctant to cooperate in completing the 

work provided by the company. Employees tend to 

work individually compared to the team. 

Unattainable work targets are also a factor in the 

weakness of compnay's organizational culture. 

Based on the results of in-depth interviews 

regarding performance variables, information was 

obtained that the low performance of employees was 

caused by the number of employees who failed to 

achieve the target of work given or their 

responsibilities, employees did not come to the 

office or their arrival was not on time, so poor 

coordination was not awake well. 

 

Multiple Regression Test 

 

Table 3: Multiple Regression Test 

 

Based on table 3, the organizational change variable 

has a tcount of 4.449. The tcount is then compared 

with the t table value searched at α = 5%: 2 = 2.5% 

(2-sided test) with degrees of freedom (df) nk-1 or 

129-2-1 = 126, where n is the number of samples 

and k is the number of independent variables. Based 

on these calculations, obtained ttable of 1.979 thus t 

count> t table and the significance value of the 

organizational change variable of 0.000, thus 0,000 

<0.05. It can be concluded that H0 is rejected and 

Ha is accepted. This means that organizational 

changes have a positive and significant influence on 

employee performance. 

Coefficientsa 

Model 

Unstandardiz

ed 

Coefficients 

Stand

ardize
d 

Coeffi

cients 

t Sig. B 

Std. 

Error Beta 

1 (Constant) -

2.15
0 

0.553   -

3.88
5 

0.00

0 

Organizatio

nal Change 

0.10

7 

0.024 0.375 4.44

9 

0.00

0 

Organizatio

nal Culture 

0.14

5 

0.026 0.462 5.47

4 

0.00

0 

a. Dependent Variabel: Employees’ Performance 

UNICEES 2018 - 1st Unimed International Conference on Economics Education and Social Science

836



 

As what was said by Utami et al. (2017) that 

organizational change is an act of switching an 

organization from the current conditions to future 

conditions to improve the effectiveness of 

organizational performance. These results are in 

accordance with the research conducted by Ferlan 

(2016), Simbolon (2013), Sunaryo (2017) which 

states that organizational change has a significant 

effect on employee performance. 

From table 3 also shows the t-count for the 

organizational culture variable of 5.474, and a 

significance value of 0.000. The tcount is then 

compared with the t table value searched at α = 5%: 

2 = 2.5% (2-sided test) with degrees of freedom (df) 

nk-1 or 129-2-1 = 126, where n is the number of 

samples and k is the number of independent 

variables. Based on these calculations, obtained t 

table of 1.979. This shows that tcount> t table and 

significance value 0,000 <0.05. That is, H0 is 

rejected and Ha is accepted. That is, there is a 

positive and significant influence between 

organizational culture on employee performance. 

As what was conveyed by Trang (2013) which 

states that organizational culture is able to move 

conscience and mind to do things better, so that the 

culture is able to become a motivator in employees 

to improve their performance. This result is 

consistent with the research conducted by Gultom 

(2014), Hatta and Rachbini (2015), Sunaryo (2017). 

 

Table 4: Goodness of Fit Model 

 

In table 4, the calculated F is 55,264. The calculated 

F value is then compared with the Ftable value, 

which is sought with a 95% confidence level, engan 

with df 1 (number of variables-1) or 3-1 = 2, and df 

2 (n-k-1) or 129-2-1 = 126. Based on these 

calculations, obtained Ftable is 3.07, thus Fcount> 

Ftable. The significance of the model feasibility test 

is 0,000, thus 0,000 <0.05. It can be concluded that 

the research model of organizational change and 

organizational culture can predict the performance 

variable of PT X employees 

6 CONCLUSIONS 

After analyzing the research data on "The influence 

of organizational change and organizational culture 

on the employees’ performance, then conclusions 

can be taken as follows: 

1. Description of organizational change, 

organizational culture and the employees’ 

performance are: 

a. Organizational changes are classified as 

ineffective in achieving organizational goals. 

Employees do not need new skills in carrying out 

their tasks. Employees feel enough with the skills 

they have now. New methods have proven unable to 

make employees easier to carry out their work. The 

coordination mechanism in the company runs poorly 

so that the flow of coordination between employees 

is not good. 

b. Organizational culture is classified as not 

supporting the achievement of organizational goals. 

Employees are reluctant to carry out analysis in 

carrying out their work. Employees also proved 

reluctant to cooperate in completing the work 

provided by the company. Employees tend to work 

individually compared to the team. Unattainable 

work targets are also a factor in the weakness of 

companys organizational culture. 

c. Employee performance is relatively low, 

because the average employee rating of a total of 

129 employees is in the number 5.994 which means 

that it is in the poor performance rating category 

(below 6). This is caused by poor collaboration 

between employees, failure of the employee to 

achieve work targets that have become his 

responsibility, the presence of employees who are 

undisciplined and often not on time. 

2. Organizational change has an influence on the 

performance of employees. Where the influence is 

positive and significant, meaning that the more 

effective organizational changes carried out by the 

company the higher the performance of its 

employees. 

3. Organizational culture has an influence on the 

employees’ performance. Where the influence is 

positive and significant, meaning that the more 

organizational culture is able to support the 

achievement of organizational goals, the 

performance of employees will be higher. 

ANOVAa 

Mode

l 

Sum of 

Squares 

D

f 

Mean 

Square F Sig. 

1 Regre

ssion 

39.149 2 19.575 55.2

64 

.000
b 

Resid

ual 

32.587 92 0.354     

Total 71.736 94       

a. Dependent Variabel: Employees’ Performance 

b. Predictors: (Constant), Organizational Culture, 

Organizational Change 
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4. The research model of organizational change and 

organizational culture can predict the the employees’ 

performance. 
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Abstract: Both organizational citizenship behaviour and job satisfaction have been acknowledged as prominent 
constructs in the organizational behaviour field. This research aims to describe the level of organizational 
citizenship behaviour and job satisfaction in health service institution, especially private hospitals. Using a 
purposive sampling technique; this research conducted a survey among employees in two private hospitals 
in Medan. A self-reported questionnaire has been used to collect the data from the respondents. The data 
analysis revealed that the organizational citizenship behaviour and employee job satisfaction were relatively 
above the average, which may foster service quality, service delivery to the public, as well as employee and 
organizational performance. This paper also offers managerial implications and suggestions for future 
inquiries. 

1 INTRODUCTION 

Health service quality becomes one of the priorities 
in Indonesia development. The government provides 
a variety of public services to support health 
programs and the success of public health 
development. In order to reach the goals, the 
government asks all stakeholders to offer excellent 
health service quality for society. Hospitals as one of 
health institutions are encouraged to provide health 
services to the community, especially to make it 
easier for the community to get health services; 
provide protection for patient safety, community, 
hospital environment and human resources in 
hospitals; improve quality and maintain hospital 
service standards; and provide legal certainty to 
patients, communities, hospital human resources, 
and hospitals. 

Hospitals have challenges to manage their human 
resources and their employees in order to support the 
goals. They have a big role for delivering excellent 
health services and enhancing organizational 
performance in general. Therefore, hospitals need to 
make sure their employees’ job satisfaction as it is 
related to individual performance. In addition, by 
improving employees’ job satisfaction, the 
employees are willing to work above the 

expectations and standards. These behaviours are 
voluntarily displayed by the employees depending 
on personal choice without a written role and 
contract. This is called organizational citizenship 
behaviours concept (Hereinafter called OCBs). The 
concept is a significant factor that can contribute to 
the organization performance and sustainability 
(Bateman and Organ, 1983; Foote and Tang, 2008). 

Organ (1988) defined organizational citizenship 
behaviours as “individual behavior that is 
discretionary, not directly or explicitly recognized 
by the formal reward system, and that in the 
aggregate promotes the effective functioning of the 
organization”. The concepts gains many attentions 
from organizational behaviours researchers in order 
to understand the nature, the antecedents and the 
consequences (Organ, Podsakoff and MacKenzie, 
2006).  

The purpose of the research is to describe the 
level of job satisfaction and organizational 
citizenship behaviour among hospital employees in 
2 private hospitals in Medan. The following parts 
will explain the theoretical framework, the research 
methods, results and discussion, as well as the 
conclusions. 
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2 THEORICAL FRAMEWORK 

The theoretical framework explains two concepts 
that are used in the research; job satisfaction and 
organizational citizenship behaviours. 

Job satisfaction concept has been acknowledged 
as a complex and multidimensional concepts which 
cover cognitive, affective and behaviour aspects and 
has been influenced by individuals aspect (e.g. 
personality, motivation, values, perceptions ), and 
team process or group dynamics (e.g. 
communication, conflict, and leadership style)   
(Robbins and Judge, 2013; Omar and Hussin, 2013).  

To measure job satisfaction concept, previous 
literature has been using a single global rating and 
the summation of job facets (Robbins and Judge, 
2013). The single global rating means that 
researchers only ask one question, are you satisfied 
with your job? The summation of job facets, on the 
other hand, measures the details of the job 
dimensions. For example, Okpara (2004) identifies 5 
job satisfaction dimensions, that is related to salary, 
promotion, supervision, job itself, and colleagues. 

On the one hand, when employees have positive 
ratings, they will have high job satisfaction. On the 
other hand, if employees have negative scores on 
their ratings, they will have low job satisfaction 
(Robbins and Judge, 2013). Employees who are 
satisfied with their job will tend for speak positive 
about organization, help colleagues with their works, 
and will do something that exceeds beyond normal 
states (Mohammad, Habib and Alias, 2011) 

The next concept that is used in this research is 
organizational citizenship behaviours. This concept 
is believed as behaviour that can give positive 
impact for the organizational performance and 
improve efficiency (Podsakoff et al., 2000), and it 
has 7 dimensions: Helping Behaviour, 
Sportsmanship, Organizational Loyalty, 
Organizational Compliance, Individual Initiative, 
Civic Virtue, and Self Development. 

The first dimension is helping behaviour. It 
means individuals behaviour that helps colleagues in 
work to complete task in a voluntary manner. This 
dimension has been considered as an important 
dimension in organizational citizenship behaviour 
concepts. The second dimension is sportsmanship. 
The dimension is interpreted as the willingness to 
tolerate discomfort that is not inevitable and to work 
without complaint. The third dimension is 
organizational loyalty. This dimension is related to 
the willingness to promote, protect, commit, and 
defend organization to any external threats. In 
addition, the employees also are loyal to the 
organizations in difficult conditions. 

The fourth dimension is organizational 
compliance. It means the employees internalize, 
comply and accept organization rules and procedure, 
even when someone is not watching or monitoring 
them. The fifth dimension is individual initiative. It 
means voluntary behaviour related to enthusiasm for 
creatively and innovatively thinking and asking for 
task improvement and the organizational 
performance. The employees also encourage others 
to do similar things. 

The sixth dimension is civic virtue. It means the 
interest to participate in organization, indicated by 
willingness to participate in organizational activities, 
monitor threats and opportunities from environment 
external change for organizational improvement. 
The last dimension is self-development. It means the 
willingness to improve knowledge, expertise and 
ability in a voluntary manner. 

3 RESEARCH METHOD 

The research aims to describe the level of job 
satisfaction and organizational citizenship behaviour 
among private hospitals employees in Medan. The 
respondents were medical and non-medical 
employees in two private hospitals. We used a 
purposive sampling technique where the respondents 
were selected based on some criteria (Zikmund et 
al., 2010): medical or non-medical employees, and 
have been working for at least 6 months. The total 
respondents of this study were 220 employees, with 
a composition of 55% female employees, and 45% 
male employees.  

There are 5 empirical indicators used to measure 
job satisfaction (Braun et al., 2013; Foote and Tang, 
2008). Examples of the indicators: I enjoy my work; 
My work does not make me bored; I will continue to 
work. Meanwhile, organizational citizenship 
behaviour has 7 empirical indicators. Some 
examples are as follows: Helping coworkers and 
clients with sincerity and joy; doing work without 
complaining. 

Table 1: Criteria/Class 

Criteria Category 

4.21 – 5.00 Very High 
3.41 – 4.20 Above Average 
2.61 – 3.40 Average 
1.81 – 2.60 Below Average 
1.00 – 1.80 Very Low 

We use a descriptive technique to analyse the 
data. Table 1 above illustrates the group category 
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that will be employed to categorize the average and 
group it. It ranges from Very High category to Very 
Low category. 

4 RESULTS 

This part describes the data and statistical analysis 
based on the descriptive statistic. The following 
table (Table 2) below depicts the respondents’ 
characteristic based on the gender and the employee 
types: medical or non-medical employees. 

Table 2: Respondents Characteristic 

Gende
r 

 Types 

Male 98 Medical 118
Female 122 Non-Medical 102
Total 220 Total 220

 
Based on the table above, the number of male 

employees is 98 persons (45%), while the number of 
female employees is 122 persons (55%). Moreover, 
the number of medical employees on this survey is 
118 persons (54%), while the number of non-
medical employees is 102 persons (46%). 

The descriptive analysis is explained from the 
questionnaire which has been filled by the 
employees. Table 3 below summarizes the finding of 
the descriptive analysis. 

Table 3: Descriptive Analysis - Job Satisfaction 
No Empirical 

Indicators 
Average Category 

1 Continue the 
job 

3.76 Above 
average 

2 The job not 
boring 

3.85 Above 
average 

3 Satisfied with 
my leader 

3.87 Above 
average 

4 Satisfied with 
unit placement 

3.82 Above 
average 

5 Satisfied with 
the job 

3.90 Above 
average 

 Total Average 3.84 Above 
average 

 
The job satisfaction concept is measured by five 

indicators. The descriptive analysis shows that the 
average of each item is classified on the fourth 
category; 3.41 – 4.20 or Above Average. Generally, 

the total average is 3.84, and classified on the Above 
Average category. 

Table 4 illustrates the descriptive analysis of 
organizational citizenship behaviour concept. It is 
measured by seven indicators. The descriptive 
analysis shows that the average of each item is 
classified on the fourth category; 3.41 – 4.20 or 
Above Average. Overall, the total average is 3.83, 
and the category is Above Average. 

Table 4: Descriptive Analysis – Organizational 
Citizenship Behaviour 

No Empirical 
Indicators 

Average Category 

1 Help coworkers 
and clients 

3.87 Above 
average 

2 Work without 
complaints 

3.80 Above 
average 

3 Promote and loyal 
to organization 

3.77 Above 
average 

4 Comply and 
accept 
organization rules 
and procedure 

3.67 Above 
average 

5 Enthusiasm, 
Creative and 
innovative for 
organization 

3.89 Above 
average 

6 Participate in 
organizational 
activities 

3.96 Above 
average 

7 Willingness to 
improve 
knowledge, 
expertise and 
ability 

3.85 Above 
average 

 Total Average 3.83 Above 
average 

5 CONCLUSIONS 

The research aims to describe the level of job 
satisfaction and organizational citizenship behaviour 
of private hospital employees in Medan. The 
descriptive analysis shows that employees have an 
above average level on both job satisfaction and 
organizational citizenship behaviour. This means 
that private hospital employees are satisfied with 
their overall job, although the ratings still can be 
improved. They also have an above average level of 
organizational citizenship behaviour. When the 

Organizational Citizenship Behavior and Employee Job Satisfaction: An Empirical Inquiry from Private Hospitals

841



 

behaviour is transformed and reflected into daily and 
routine activities, the organization will obtain 
benefits from it.  

This research has limitations, however. Firstly, 
the research measured both concepts once, and used 
a cross-sectional method. For the next inquiry, it is 
suggested to measure the job satisfaction and 
organizational citizenship behaviour for several 
times. Thus, it is a longitudinal approach. Secondly, 
this research used a self-reported questionnaire 
which could have a bias. The future research can 
employ different research instruments/sources which 
can be used to triangulate the responses from the 
respondents/sources. Lastly, future research could 
conduct a cause-effect research to examine the 
relationship between job satisfaction and 
organizational citizenship behaviour. 
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Abstract: This study aims to analyze the effect of job promotion and work environment partially or simultaneously on 
employee work productivity with work motivation as an intervening variable at PT Telekomunikasi 
Indonesia, Tbk Medan. While the data analysis technique used is using Path Analysis with statistical 
techniques that are relatively complex partially and simultaneously. The results of this study are partially or 
simultaneously job promotion and work environment affect work motivation. Partially simultaneous job 
promotion and work environment have a significant effect on work productivity. Work motivation has not 
been able to mediate (intervening) of job promotion and work productivity. Work motivation can mediate 
(intervening) the influence of work environment on work productivity. 

1 INTRODUCTION 

Human resources are the key to the success of a 
company in carrying out its operational activities. In 
each company, the human element or labor is the 
main driving force in the activity process to achieve 
a goal. As we already know the purpose of a 
company one of which is the presence of employees 
who work efficiently. And the efficiency of a 
company is very dependent on the good and bad 
development of human resources in the company in 
order to increase the work productivity of these 
employees.. Promotion is a separation that enlarges 
the Authority and Responsibility of employees to a 
higher position within an organization so that the 
obligations, rights, status and income are greater. 
The existence of a promotion is expected to be able 
to make the human resources in the organization or 
company able to show their best abilities, because 
promotion is a stimulus or encouragement for them 
to compete in providing the best capabilities they 
have. 

The work environment is everything that is 
around the workers and can affect themselves in 
carrying out the tasks assigned. 

Companies are required to provide and create a 
comfortable and sufficient work environment for 
their employees. The work environment for 

employees has now become one of the important 
factors in maintaining employee work productivity, 
because not all employees will feel satisfied with 
their work by looking at and weighing work 
environment factors. A good work environment 
cannot be created by itself, but companies that create 
and design work environments for employees and 
employees feel satisfied when they feel the 
environment in which they work is in accordance 
with the conditions or conditions of the work 
environment they have been expecting. 

Productivity is the relationship between inputs 
and outputs of a productive system. Employees are 
required to have high work productivity, because 
with the existence of high work productivity, the 
achievement of company goals will be carried out 
well. Achieving high work productivity is not easy. 
Company management must be able to manage 
human resources in the company to work effectively 
and efficiently. This can be realized if the company 
provides an opportunity for each employee to be 
promoted. In addition, company management must 
also be able to provide a good working environment 
to create high work productivity. 

Motivation is one of the things that affect human 
behavior, motivation is also referred to as a driver, 
desire, support or needs - needs that can make 
someone excited and motivated to reduce and fulfill 
their own impulses, so they can act and act 
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according to certain ways that will bring in the 
optimal direction. 

 

2 LITERATURE REVIEW  

Job Promotion. 
Definition Job promotion is the way to increase 
employee productivity. Job promotion can also be 
interpreted as a career development of someone who 
works in a company. Promotion has an important 
role for employees, even a dream that is always 
looked forward to. With the existence of promotion 
means that there is trust and recognition of the 
abilities and skills of the employee concerned to 
occupy a higher position. Thus, promotions will 
provide social status, authority (responsibility), 
responsibility (Responsibility), and income 
(Outcomes) that are getting bigger for employees. 

Siagian (2010: 169): "Promotion is when an 
employee is transferred from one job to another 
whose responsibility is greater, the level in the 
hierarchy of positions is higher and his income is 
also greater". Handoko (2008: 121): "Careers as a 
sequence of promotion or transfer (transfer) laterally 
to more positions according to responsibility to 
locations that are better in or cross the hierarchy of 
work relations during one's work life" 
 
Job Promotion Indicators 
Indicators of  job promotion, according to Hasibuan 
(2007: 107) include things "Social status, Authority 
(Authority), Responsibility (Income) and Income 
(Outcomes)": 
1. Social status 

Employees who are promoted at a higher career   
level will be able to improve social status in 
their lives. 

2. Authority 
Job promotions given to employees will 
increase / expand their authority in carrying out 
work activities. 

3. Responsibility 
Job promotion requires a higher responsibility 
in terms of work where promoted employees 
will have greater responsibility from higher 
positions. 

4. Income (Outcomes)  
With the promotion, the employee's income will  
be higher. This is due to the position promotion,  
the employee will get a higher position than 
before. 

With the promotion, the employee's income will 
be higher. This is due to the position promotion, the 
employee will get a higher position than before. 

 
Work Environment  
Work environment is something that is around the 
company that affects the workings and productivity 
of employees. For more details, the understanding of 
the work environment will be presented by several 
experts, including: Amirullah and Budiyono (2004: 
4): "The organizational environment can be 
interpreted as influencing forces, both directly and 
indirectly on organizational performance". 
Nitisemito (2006: 109): "The work environment is 
everything that exists around the workers and can 
affect themselves in carrying out the tasks that are 
charged".From the definition above it can be 
concluded that the work environment is a condition 
that can be prepared by the management of the 
company concerned when the workplace is formed 
by the company. The company management should 
consider the work environment for company 
employees. 
 
Work Environment Indicators 
Gibson and Ivanevich (1997) in Ricky (2011: 34): 
"Perception of the work environment is a series of 
things that are perceived by people who work in an 
organizational environment and have a large role in 
influencing employee behavior". There are five 
aspects of perceptions of the psychological 
environment, which affect employee behavior, 
namely: 
1) Work structure, which is how far the employee 

feels that the work given to him has a good 
work structure and organization. 

2) Job responsibility, namely the extent to which 
employees feel that employees understand their 
responsibilities and are responsible for their 
actions. 

3) Attention and leadership support, namely the 
extent to which employees feel that leaders 
often provide direction, confidence, attention 
and respect for them. 

4) Working group cooperation, namely the extent 
to which employees feel there is good 
cooperation between existing working groups. 
Smooth communication, namely the extent to 
which employees feel that there is good, open 
and smooth communication between co-workers 
and leaders. 

 
Work Productivity 
Definition of Work Productivity, Hasibuan (2007: 
94) is: "Comparison between output and input, 
where the output must have added value and better 
workmanship". According to Handoko (2008: 210): 
"Productivity is the relationship between inputs and 
outputs of a productive system". Whereas Triton 
(2010: 80): "Productivity has two dimensions. The 

UNICEES 2018 - 1st Unimed International Conference on Economics Education and Social Science

844



 

first dimension is productivity which leads to the 
achievement of maximum performance, namely the 
achievement of targets related to quality, quantity 
and time, the second is efficiency related to efforts 
to compare inputs with the realization of their use or 
how the work is carried out ". 

Based on the above definition it can be seen that 
productivity is a comparison between the results 
obtained with the sacrifices that have been given. 
The sacrifice is not only labor but also contributes to 
other production factors, including capital and 
expertise. Low productivity will cause in-efficient 
use of labor which is also a waste for a company. 
Therefore the role of employees and leaders really 
determines the productivity of a company in 
achieving its goals. 
 
Work Productivity Indicator. 
Productivity measurement is an important 
management tool at all economic levels. In several 
countries and companies in recent years there has 
been an increase in interest in measure productivity. 

Productivity indexes are also useful in 
determining comparisons between temporal 
countries such as growth rates and productivity 
levels. 

According to Gomes (2003: 160) indicators of 
productivity are: 
1. Knowlage. 

That is a person's ability which is measured by 
his knowledge of things related to assignments, 
use of work tools and technical abilities of his 
work. 

2. Skills 
Is a specific skill that someone has related or 
related to the completion of tasks quickly and 
precisely. 

3. Abilities (Abilities). 
That is the capacity or nature of the individual 
who was born or studied which allows one to 
perform or complete various kinds of tasks and 
work. 

4. Attitudes (Atitudes). 
Namely the regularity of feelings and thoughts 
of someone who acts on aspects of the 
environment. 

 
Work Motivation 
Motivation is one of the things that affect human 
behavior, motivation is also referred to as a driver, 
desire, support or needs - needs that can make 
someone excited and motivated to reduce and fulfill 
their own impulses, so they can act and act 
according to certain ways that will bring in the 
optimal direction.Motivation functions as a driver or 
encouragement to employees to work hard for the 
achievement of good corporate goals, for more 

clarity following Rivai's opinion (2008: 445) 
"Motivation is a set of attitudes and values that 
affect individuals to achieve specific things 
according with individual goals. According to 
Greenberg and Baron in Wibowo (2011: 379) argue 
that "Motivation is a series of processes that arouse 
(arouse), direct (direct), and maintain (maintain) 
human behavior toward achieving goals. 

According to Hasibuan (2005: 143) states that: 
"Motivation is the provision of driving power that 
creates the enthusiasm of one's work so that they 
want to work together, work effectively and be 
integrated with all the power to achieve 
satisfaction". According to Nawawi (2008: 351) 
states: "motivation is a condition that encourages or 
becomes because someone does an action / activity, 
which takes place consciously". 
 
Work Motivation indicators 
Employee motivation will be determined by the 
stimulus.The intended stimulus is the driving force 
of employee motivation, thus giving effect to the 
behavior of individual employees concerned. 

Motivational indicators according to Claude S. 
George in Hasibuan (2005: 163) are: 
1) Fair and decent wages 
2) Opportunities for advancement / promotion 
3) Recognition as an individual. 
4) Job security. 
5) A good workplace. 
6) Acceptance by groups. 
7) Fair treatment. 
8) Recognition of achievements 
 
Conceptual Framework 
Job promotion has an important meaning for the 
employees as a whole, with the opportunity to offer 
promotions, employees will be motivated to work 
together and achieve, finally the tasks given by the 
companywill be carried out as well as possible and 
affect the work productivity of its employees. The 
higher the chance for promotion, the higher the 
productivity of his work,In addition to promotion, to 
create high employee productivity, a conducive and 
comfortable work environment is needed.  

With the existence of the work environment, the 
employees at work will feel calm so that they can 
create optimal work productivity. Work motivation 
provided by the company can support employee 
work productivity. 

Based on the description, the conceptual 
framework of this research is as follows: 
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Figure 1: Conceptual Framework 
 
Hypothesis 
The hypotheses in this study are as follows: 
1. Partially and simultaneously Job 

Promotion and Work Environment influences 
Work Motivation at PT Telekomunikasi 
Indonesia, Tbk Medan. 

2. Partially and simultaneously Job 
Promotion and Work Environment have an 
effect on Employee Work Productivity at PT 
Telekomunikasi Indonesia, Tbk Medan. 

3. Work motivation mediates (intervening) 
Job Promotion and Work Environment towards 
Work Productivity at PT Telekomunikasi 
Indonesia, Tbk Medan. 

 
 

3 RESEARCH METHOD 

The kind of research is quantitative descriptive 
research that is research that aims to describe or 
describe the characteristics of a situation or object of 
research, carried out through the collection and 
analysis of quantitative data and statistical testing.  

The population of this study were 200 employees 
of the company with the Slovin formula taken as 
respondents totaling 67 respondents The data 
analysis technique used was multiple regression 
analysis after fulfilling the classical assumptions 
concerning normality, heteroscedasticity, 
autocorrelation and multicollinearity. This study 
uses a simple path analysis model by calculating the 
values of direct and indirect correlation. 
 

Y = α + 1 X + 2Z + є 
Y = a + X+ɛ 
Z = a + X+ ɛ 
 

a. Direct effect:  
X  Z = PYX  
X Y = PYX 
Z   Y= PYZ  
 

b. Indirect effect: 
    X Z Y = (PYX) (PYZ)  
 
c. Total effect:  

     X   Z  Y = (PYX) + (PYZ) 
 

4 RESEARCH RESULT 

Based on the test of the questions for Position 
Promotion variables (X1), Work Environment (X2), 
Work Productivity (Y) and Work Motivation (Z) it 
turns out that all questions have valid status because 
of the total score> r table. 

The results of the reliability test of Job 
Promotion instruments (X1), Work Environment 
(X2),Work Productivity (Y) and Work Motivation 
(Z) from each question submitted can be seen in 
Table 1 below : 
 
Tabel 1: Variable Instrument Reliability Test Results 

Variable Cronba
ch's 
Alpha 

N of 
Items 

Informatio
n 

Job 
Promotion 

0,764 8 Reliable 

Work 
Environmen
t 

0,869 10 Reliable 

Work 
Productivity 

0,856 10 Reliable 

Work 
Motivation 

0,788 8 Reliable 

Source: Research Results, 2018 (Data Processed) 
 
Classic assumption test 
1.Normality test 

Tabel 2: Normality Test Results 
Variable Sig. α = 

5 % 
Description 

Job Promotion 
Work 
Environment 
Work 
Productivity 
Work 
Motivation 
Unstandardized 
Residual 

0,102 
0,694 
0,057 
0,672 
0,657 

0
,05 

0
,05 

0
,05 

0
,05 

0
,05 

Normal 
Normal 
Normal 
Normal 
Normal 

Source: Research Results, 2018 (Data Processed) 
 
The results of normality test can be seen in Figure 2 
below : 
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Figure 2: PP-Plots Curve 

 
2. Multicollinearity Test 
 

Tabel 3: Multicollinearity Test Results 
Variable Tolerance VIF 

Job Promotion 
Work Environment  
Work Motivation  

0,729 
0,777 
0,799 

 

1,371 
1,351 
1,316 

 
Source: Research Results, 2018 (Data Processed) 
 

All independent variables have a Variance 
Inflation Factor (VIF) number of less than 10, while 
the Tolerance value is close to 1, thus it can be 
concluded that the regression model does not have 
multicollinearity. 
 
3. Heteroscedasticity Test 

 
Figure 3 : Heteroskedastisitas Test Result 

If there is no clear pattern, and the points spread 
above and below the number 0 on the Y axis, 
heteroscedasticity does not occur. This means there 
is no heteroscedasticity in the regression model, so 
that a decent regression model is used to predict 

work productivity based on input from the 
independent variable. 
Analysis of Multiple Linear Regression 
 
Tabel 4: Analysis of Multiple Linear Regression 
Result 

 
      

Standardize 
Coefficient 

Model 
     B 

Std 
Error 

     Beta 

1 Constant 
Job 
Promotion 
Work 
Environment 

.535 

.925 

.290 
 

4.096 
.133 
.092 

 

 
.616 
.277 

Source: Research Results, 2018 (Data Processed) 
 

The multiple linear regression equation for two 
predictors (Job Promotion and Work Environment) 
is : 
 

Y= 0.535 +  0.925X1 + 0.290X2 
 

Based on the regression equation above it can be 
seen that: 
1.0.535 means: if the work productivity variable is 
not influenced by job promotion factors and the 
work environment is worth 0 then the work 
productivity of employees at PT. Telekomunikasi 
Indonesia, Tbk Medan is only 0.535 per one-unit. 
2.0,925 means: for each increase in the promotion 
variable by one unit, the work productivity of the 
employee will increase by 0,925 per one-unit 
assuming the work environment variable is 
considered constant. 
3.0.290 means: every increase in the work 
environment variable is one unit, then the work 
productivity of the employee will increase by 0.290 
one-unit with the variable assumption that 
promotion is considered constant. 
 
Determination Coefficient (R-Square) 

Tabel 5: Determination Coefficient dan R-Square 

Mode
l      R 

R 
Square 

Adjusted  
R Square 

Std. Error 
of the 

Estimate 

1   .7963a    .6341    .6233    2.77182 

 
Source: Research Results, 2018 (Data Processed) 
 

Based on the results of the SPSS calculation, the 
R-Square value obtained is 0.6341 indicating that 
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around 63.41% of the Y variable (employee work 
productivity) can be explained by Job Promotion 
variables (X1) and Work Environment variables 
(X2). Practically it can be said that Job Promotion 
contributions (X1) and Work Environment variables 
(X2) to variable Y (employee Work Productivity) 
are 63.41%. The rest (100% - 63.41% = 36.59%) is 
influenced by other variables not examined in this 
study. 
 
Simultaneous Test (F test) 

Tabel 6: F Test 

Model 
Sum of 
Squares 

Mean 
 

Square F Sig. 

Regression 
852.317 

426.15
9 

  
55.468 

.000a 

Residual 491.712  7.683   

Total 1344.030    

Source: Research Results, 2018 (Data Processed) 
 

The value of F calculation above is 55.468 
greater than Ftable of 3.13 with sig 0,000 <� (0.05), 
indicating that Ho is rejected and Ha is accepted, 
means that Job Promotion variables (X1) and Work 
Environment variables (X2) simultaneously have an 
significant to Y (employee Work Productivity). 
 
T test 

Tabel 7: Uji t 

Model 

t Sig. 

(Constant) .131 .896 

Job Promotion  6.957 .000 

Work Environment 3.134 .003 

Source: Research Results, 2018 (Data Processed) 
 

Based on Table 7, it can be concluded as follows: 
1) Effect of Job Promotion on employee work  

productivity 
The value of t calculation of 6.957 is greater 
than t table of 1.668 with probability t that is sig 
0,000 smaller than the significance limit of 0.05. 
This means that Job Promotion variables (X1) 
partially have a significant effect on employee 
Work Productivity (Y). 

2) The influence of the Work Environment on 
employee work productivity 

From Table 7, the value of t calculation of 3.134 
is greater than t table of 1.668 with the 
probability of t being sig 0.003 smaller than the 
significance limit of 0.05. This means that the 
Work Environment variable (X2) partially has 
significant influence on employee Work 
Productivity (Y). Thus the work environment 
factors contribute to the work productivity of 
employees.  

 
Significance of Position Promotion on Work  
 
Productivity Through Work Motivation 
Table 8: Intervening Variable Correlation 
Coefficient 

   Information  
Path coefficient 

 

PZX1 -1,287 
PYX1 0,317 
PyZ 0,136 

Source: Research Results, 2018 (Data Processed) 
 
Indirect Effect (IE) Job Promotion of Work 
Productivity through Work Motivation is: 
 
Indirect Effect (IE)   = (PZX1) (PyZ) 
      = -1,287 x 0.136  
      = -0.175 
 
X1 �Z � Y        = (PYX1) + (IE) 
                                = 0.317 - 0.175  
       = 0.142 
      The results of the hypothesis test of the influence 
of Job Promotion on Work Productivity through 
Work Motivation are smaller than the direct effect, 
Ha is rejected and H0 is accepted. This means that 
promotion through Work Motivation has no 
significant effect on Work Productivity. 
 
                         Py X1Z =0,653 
 

 
Figure 4: Job Promotion path analysis of Work 
Productivity through Work Motivation 
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The results of path analysis show that Job 

Promotion have a direct effect on Work Productivity 
but Work Motivation cannot be an intervening 
variable on Work Productivity The amount of direct 
influence is 0.317 while the amount of indirect 
influence is 0.142. Because of the value (X1ZY Z 
PX1), Work Motivation does not function as an 
intervening variable. 
 
Significance of the Work Environment on Work 
Productivity Through Work Motivation 
 
Indirect Effect (IE) on Work Environment variables 
on Work Productivity through Work Motivation : 
 
Table 9: Intervening Variable Correlation 
Coefficient 

   Information  
Path coefficient 

 
PZX2 0,470 
PYX2 0,209 
PyZ 0,136 

Source: Research Results, 2018 (Data Processed) 
 

Indirect Effect (IE) Work Environment of Work 
Productivity through Work Motivation is: 

 
Indirect Effect (IE) = (PZX2) (PyZ) 
                  = 0.470 x 0.136 
                                = 0.064 
 

X1 Z  Y   = (PYX2) + (IE)  
                            = 0.209 + 0.064 

                                    = 0.273 
 

 
Figure 5 : Work Environment path analysis of Work  
Productivity through Work Motivation 
 

The results of path analysis show that Work 
Environment have a direct effect on Work 
Productivity and can also indirectly influence Work 
Motivation (as an intervening variable) on Work 
Productivity. The magnitude of the direct effect is 
0.212 while the magnitude of the indirect effect is 

0.272. Because of the value (X2ZY> PX2), Work 
Motivation functions as an intervening variable. 
 
Effect of Job Promotion and Work Environment 
on Employee Productivity 
Job Promotion has a positive and significant 
influence on Employee Work Productivity. This is 
indicated by the results of the calculation (attached) 
of the t test, seen t count for the Job Promotion 
variable of 6,957 with a probability of 0,000. By 
using a 5% significance level obtained a probability 
value smaller than 0.05, which means that the 
hypothesis in this study is accepted. Thus it can be 
concluded that Job Promotion has a positive and 
significant influence on Employee Work 
Productivity. 

Work Environment has a positive and significant 
effect on Employee Work Productivity. This is 
indicated by the results of the calculation (attached) 
of the t test, seen t count for the Work Environment 
variable of 3.134 with a probability of 0.003. By 
using a 5% significance level obtained a probability 
value smaller than 0.05, which means that the 
hypothesis in this study is accepted. Thus it can be 
concluded that the Work Environment has a positive 
and significant influence on Employee Work 
Productivity.   

Based on the results of multiple linear regression 
it can be seen that the variables that have the greatest 
influence on Employee Work Productivity are Job 
Promotions that have regression coefficients of 
0.925, then followed by the Work Environment 
variable has regression coefficient of 0.290. 
Nevertheless both of these variables have an equally 
important role in increasing Employee Work 
Productivity. The results of the R-Square 
determination coefficient test were 0.6341 indicating 
that Job Promotion contributions (X1) and Work 
Environment variables (X2) in explaining their 
effects on employee Work Productivity variables 
were 63.41%, the remaining 36.59% were 
influenced by other variables not examined in this 
study. 

5 CONCLUSIONS 
Simultaneously Job Promotion and Work 
Environment influence Work Motivation. Partially 
Job Promotion has a significant effect on Work 
Motivation, as well as the Work Environment has a 
significant effect on Work Motivation. 

Simultaneously Job Promotion and Work 
Environment have a significant effect on Work 
Productivity. Partially Job Promotion and Work 
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Environment have a significant effect on Work 
Productivity. 

Work motivation has not been able to mediate 
(intervening) the effect of Job Promotion on Work 
Productivity. Work Motivation can mediate 
(intervening) the influence of the Work Environment 
on Work Productivity. 
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Abstract: The purpose of study to analyze the effect of broad money (m2), narrow money (m1), exchange rate, 
amount of rice and soybean production, rainfall and the maximum temperature on the high food prices in 
Indonesia for the period 2007-2017. The study used multiple linear regressions, to examine the study 
hypothesis. The empirical analysis show that broad money (m2) narrow money (m1), amount of rice and 
soybean production, rainfall and the maximum temperature significant and positively affects on the high 
food prices in Indonesia and exchange rate significant and negative affected on the high food prices in 
Indonesia, particularly rice and soybean. This study also found that narrow money (m1) had the most 
dominant influence on high food price in Indonesia. caused look at the society of velocity of money fast, 
that is trough economy and business transaction, that impact on the high food prices in Indonesia. 

1 INTRODUCTION 

The issue of rising food prices is one of the severe 
problems that Indonesia always experiences every 
year, this is very burdensome, especially for middle-
income and lower income communities, starting 
with the rising prices of foodstuffs such as rice, 
soybeans, corn, and other foodstuffs. already and 
almost reached 100% increase. 

Hariharan and Kumar (2012) state that the 
increase in food prices is caused by several factors, 
namely a shift in population and a shift in habits to 
food consumption, an increase in fertilizer prices, an 
increase in fuel prices which are key to 
transportation of agricultural commodities 
(distribution, production, food commodities), 
demand-side pressures, natural factors such as 
rainfall, hurricanes, floods, droughts, pests and 
diseases, resulted in a decline in agricultural 
productivity, which led to an increase in food prices.  

Looking at the form of consumption patterns of 
the Indonesian people, average public expenditure 
on food each year ranges from more than 50%, 
meaning that public expenditures are very high, the 
high form of expenditure (demand) that is not 
balanced with the offer will cause a problem that is 
scarcity which ultimately results in an increase in 

food prices. One of the factors underlying the high 
level of consumption patterns (public expenditure) is 
the amount of money circulating, Irvin Fisher (1987) 
states that with the increasing level of circulation of 
money will have an impact on the increasing form of 
consumption patterns of the community. 
 
 
 
 

 
 
 
 
 
 
 
 
 

Source: The central statistics agency (in though, 
2017) 
Figure 1: Indicators of Indonesian Community 
Expenditure on food and the amount of rice and 
soybean production in the last eleven years 
 

The annual inequality between public 
expenditure and the amount of food production 
which will later reflect supply, this will directly 
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cause problems in macro and micro, these problems 
include not fulfilling the demand for food needed by 
the community, the increasing form of imports made 
will be at risk of being negatively affected by the 
international economy due to the depreciation of the 
rupiah exchange rate which has made the price of 
imported food to rise and has an impact on 
fluctuations (changes) in local food prices, and will 
not achieve equilibrium conditions for the economy, 
because every year there is always an imbalance 
between supply and demand this ultimately led to an 
increase in food prices and a negative impact on the 
country's economy. 

Source: BPS (2007 – 2017), processed. 
Figure 2: Graph of percentage increase in food 
prices (panangan rice, soybean, corn and  other 
whole food ingredients) 
 

Besides the influence of weather is also very 
influential on rising food prices, Lazzaroni (2012) 
states that weather changes have an impact on 
economic activities in various sectors, but the 
agricultural sector becomes the most influential, 
because the agricultural sector has the most vital 
relationship with the weather, due to growing food 
growth in addition to being supported by care and 
fertilizer, it must be supported by normal weather 
conditions, besides the smoothness of the form of 
food distribution is also determined by the weather.  

In view of the increase in food prices in 
Indonesia every year, an evaluation of the problems 
that have been drawn based on reality and existing 
data is about increasing food prices, it is important 
to note and furthermore, an analysis of important 
food price increases, as for factors which affects the 
increase in food prices including the amount of 
money in circulation (m2) and narrow (m1), the rate 
of exchange (exchange rate), the amount of food 
production of rice and soybeans, weather (rainfall 
and maximum temperature). The variable variable is 
the parts that most influence the increase in food 

prices in Indonesia, this study aims to analyze the 
effect of rising food prices in Indonesia especially in 
rice and soybean foods. 

 

2 LITERATURE REVIEW  

Food Definition 
Food is a commodity that is a basic human need for 
food does not mean economically strategic, but also 
means as a form of community needs, which is 
categorized as food generally contains carbohydrates 
which function as main calories, and can be used for 
other needs such as processed raw materials based 
on the benefits obtained to produce the needs 
needed, which are included to. foodstuffs such as 
grains, tubers and stems of palms, soybeans, maize 
and non-carbohydrate foods such as onions, red chili 
which is the biggest need which is very important 
for most of the population (Hasan, 1998). 

 
Increase in Food Prices 
The increase in food prices can be interpreted as an 
increase in the price of one or more food 
commodities, these food commodities consist of 
rice, corn, soybeans, green beans, peanuts, sweet 
potatoes, cassava, chili and onions. The price 
increase is called volatile good (the tendency of 
changes in the value of goods), an increase in food 
prices is one of them based on factors increasing 
demand for food that is not balanced with food 
productivity (Central statistical agency, 2013). 

The factors that cause increases in food prices 
according to Hariharan and Kumar (2012) are: 
1. Continued increase in population and shifting 

habits of food consumption. 
2. The increase in prices of other inputs such as 

fertilizers, seeds, etc. in recent times has caused 
inflation. 

3. Continuous increase in fuel prices, which is a 
key input for transportation of commodity 
agriculture for central processing or 
consumption, so, prices Crude oil affects input 
costs and causes inflation to a large extent. 

4. Natural factors such as rainfall, hurricanes, 
floods, droughts, pests and diseases result in 
decreased production and productivity of 
agricultural production in many countries 

5. Increasing people's purchasing power is one of 
the main factors of inflation. 

6. The increase in minimum support for food prices 
has caused inflation. 
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Money supply and rising food prices 
In the quantity theory of money explained because 
the emergence of price increases is due to the 
excessive form of demand caused by changes in the 
money supply (Nopirin, 2000), according to Irving 
fisher, the effect of the money supply on price 
changes is formulated through MV = PT, namely M 
(money) = money supply, V (Velocity) = velocity of 
money circulation, P (Price) = price of goods, T 
(Trade) = Number of goods traded, according to 
Fisher the price of goods is influenced by the money 
supply due to purchasing power owned by the 
community it causes high consumption power 
owned by the community so that the consumption 
cycle owned by the community stimulates the flow 
of goods from producers to consumers. And 
according to Mankiw (2003) that the relationship 
between the money supply and the price increase 
cannot be done if it is only seen in the short term, 
but it must be seen in the long term in order to get 
good results and significant results. the relationship 
between the money supply and the price increase 
cannot be seen in the short term, therefore in 
explaining the relationship between the increase in 
prices and the money supply it will not be as tight as 
if it was seen over a ten year period friedman and 
Schwartz (1987). 
 
Exchange Rate (Exchange Rate) and Increase in 
Food Prices 
According to Cassel (1918) the exchange rate 
between the two countries should be equal to the 
price level of the country's ratio, the fall in the form 
of domestic purchasing power of a domestic 
currency will directly be followed by a depreciation 
in the country's currency against domestic money 
market but if it happens otherwise the domestic 
purchasing power becomes increased it will cause 
deflation which is directly followed by a form of 
appreciation in the currency, this theory is the theory 
that is most often tested for validity because there is 
a form of comparison that sees the form of power 
capability buy high which causes inflation / price 
increases (Cassel, 1918). According to Bob (2002) 
Purchasing Power Parity Theory is a theory that 
states that the exchange rate between money tends to 
lead to an equilibrium condition, purchasing power 
should be a society equivalent to the purchasing 
power of people in other countries. The occurrence 
of price increases, can be seen through the decline in 
the exchange rate of the rupiah against the value of 
foreign currencies because the depreciation of the 
exchange rate will cause an increase in the price of 
imported goods, this directly affects the fluctuations 
in domestic prices. 

 

Total Food Production (rice and soybeans) and 
Increase in Food Prices 
The reduced availability of food will have an impact 
on the reduction in basic needs needed by the 
community, this will lead to a form of food crisis, 
food availability involves three aspects, namely 
production, distribution, consumption, food 
availability supported by actors such as producers, 
processors (suryanan, 2004 ) The form of imbalance 
between the amount of production (reflection of 
supply) and demand will cause changes in the value 
of elasticity, as well as the result of demand and 
supply that will cause price fluctuations (Nicholson, 
2000). The form of production, trade and 
consumption of food will affect fluctuations in food 
prices (changes in food prices) due to forms of 
processing that require costs and forms of demand 
and supply that make food prices rise and fall, 
therefore maintaining stability will cause a price 
balance ( Ellis, 1992). 
 
Weather (rainfall and maximum temperature) 
and increase in Food Price Increase 
According to Gilbert and Morgan (2010, in Alisher 
and Daniel 2012) Weather change is considered as 
one source of variability in the prices of agricultural 
commodities. Trovero and Von Braun (2008 in 
Lazzorini 2012) mention weather changes can cause 
a form of potential, such as floods, droughts which 
ultimately damage food crops and hamper the form 
of food distribution, which in turn has an impact on 
rising prices of food commodities Trovero and Von 
Braun (2008 in lazzorini 2012 According to 
Banumurty, PamiDua and Lokendra (2012) the 
impact of weather is very influential on 
macroeconomic policies because weather is a 
fundamental factor that affects the positive and 
negative significance of the results of the 
agricultural sector, and the impact of climate change 
directly has a very negative impact on price 
increases and production growth food. food price 
increases can be caused by weather because the 
weather influences the shape of the crop, and the 
form of crop failure, besides the weather also causes 
disruption of the form of distribution patterns such 
as the occurrence of landslides causing obstruction 
of the distribution, resulting in scarcity of food 
commodities in the end it caused a tendency to 
increase food prices, due to problems in the form of 
distribution patterns 

 
Previous research 
Previous research was conducted by Salman and 
Adnan 2013, which is about the Determinants of 
High Food Prices of the Case of Pakistan wherein 
this research examines the factors that cause food 
price increases in Pakistan, which are seen through 
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the consumer price index, GDP, and agricultural 
sector loans. The results of this study explain that 
the variables that become the object of research, one 
of which is the agricultural sector credit has the most 
significant influence among other variables on 
changes and increases in food prices, seen through 
the method of autoregresive distributed lag analysis 
by comparing the total value of the past agricultural 
credit sector and value the present as a result, credit 
obtained from the agricultural sector has a 
significant effect on changes and the occurrence of 
food inflation 

Previous research was carried out by Aviral 
Kumar 2010, which discusses the Impact of Supply 
of Money on Food Prices in India: A Causality 
Analysis, in this study using Vector error correction 
model (VECM) analysis method to determine the 
causality between variables, variables that used in 
this study is the money supply in area (M2) and the 
money supply in narrow measure (M1). the results 
of this study explain that the size of the money 
supply in a narrow measure (M1) significantly 
causes food inflation while the broad amount of 
money supply does not affect food inflation because 
in the analysis framework it is found that changes in 
the money supply are wide (M2) it will only have a 
significant impact on food inflation in just three 
years. 

The next study was conducted by Alisher and 
Daniel 2012, in his discussion discussing Effects of 
weather shocks on agricultural commodity prices in 
Central Asia, in this study using the Feasible 
Generalized Least Squares (FGLS) analysis of panel 
regression, this study uses several variables 
consisting of price local local wheat and prices of 
fried potatoes, global wheat prices and global potato 
prices, exchange rates, inflation rates, water 
irrigation, weather changes, potato stocks. wheat 
stock, the amount of wheat and potato production, 
The results of this study show that weather changes 
and water availability have a significant effect on the 
prices of wheat and potatoes in central Asia, whereas 
in potato commodities the effect is more apparent in 
the amount of yield obtained from potato 
production. 

 
 
 
 
 
 
 

 
 
 
 

Ficture 3: Mindset 

3 RESEARCH METHOD 

In this study using several determinants in 
assessing the form of increase in food prices is 
the amount of money that varies widely (m2) and 
narrow (m1), the exchange rate, the amount of 
rice and soybean food production, rainfall, and 
maximum temperature. All observations of the 
data amounted to 132 observations. To analyze 
the effect of factors increasing food prices, 
multiple linear regression was used and using the 
classic assumption test it aims to determine the 
effect of independent variables on dependent. 
The time period in this study was from 2007-
2017 

 
The regression equation is described as 

follows: 
 

Y = β0 + β1 X1 + β2 X2 + β3 X3 + β4 X4+ et. 
 

Information : 
Y = Increase in food prices (food inflation) 
β0 = Constants 
β1, β2 = Regression Coefficient 
X1 and X2 = The money supply area of M2 and 
the money supply is narrow        (M1) 
X3 = Exchange rate 
X4 and X5 = Amount of rice production and total 
soybean production 
X6 and X7 = Rainfall and Maximum 
Temperature (Rainy and hot weather) 
Det = error  
 
Data source 
The data used in this study was obtained online or 
through official institutions / agencies. Data from the 
determinants of rising food prices were obtained 
from the Central Statistics Agency Bank. 
Meteorology Climatology and Geophysics Council. 
In addition, data also used from journals, books, 
articles, and other relevant sources used in this 
study. 
 

4 RESULT 

For estimation of multiple linear regression in this 
study, the aim is to find out whether the independent 
variable has a positive or negative influence and is 
significant to the increase in food prices in 
Indonesia, these results are shown by the form of 
coefficients (positive) and probability values < 0.05 
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to find out the results have a significant effect or not, 
and see the results of the R2 value which shows how 
much influence the independent variable on the 

dependent variable, these results are obtained based 
on the following results: 
 

 
Table 1: Results of multiple linear regression 

Dependent Variable:Y 
Variable Coefficient Std.Error t-Statistic Prob 

C -97.21513 8.355733 -11.63454 0.0000
X1 1.380341 0.596226 2.315132 0.0222
X2 5.126113 0.546585 9.378443 0.0000
X3 -0.778071 0.250492 -3.106167 0.0023
X4 3.964014 1.141838 3.471609 0.0007
X5 4.080209 1.152318 3.540870 0.0006
X6 4.118688 1.405513 2.930380 0.0040
X7 0.050615 0.023266 2.175481 0.0315

R-square: 0.931469 F statistic: 240.7703  
Observasion: 132 Prob (F statistic): 0,0000  

Source:Data processed Eviews 7, 2014 
 

The coefficient of determination (R-Squared) 
shows a number of 0.931469, meaning that the 
variable money supply area (m2) and narrow (m1), 
exchange rate (exchange rate), amount of food 
production of rice, soybean, rainfall and maximum 
temperature can explain 93% variable variation in 
food price increases in Indonesia, while the rest 
(7%) can be explained by other variables outside the 
model. The F-test of 0.00000 indicates that the 
variable amount of food production of rice, 
soybeans, rainfall and maximum temperature has a 
significant effect on the variable increase in food 
prices in Indonesia. In the t test, the value> t table is 
1.979 which means that the t statistic is fulfilled and 
looking at the probability value of the seven 
variables has a carry value of 0.05 meaning that the 
variable has a significant influence on the Y 
variable, it can be concluded from 7 independent 
variables tested, has a spositive and significant 
influence on the increase in food prices in Indonesia. 

After regression analysis on all variables, both 
the dependent and independent variables, from the 
estimation results that have been obtained, it is 
necessary to do a classic assumption test. Tests to 
find out whether the estimation model has fulfilled 
the form of criteria in econometrics means that there 
are not enough forms of errors based on assumptions 
that must be fulfilled in the Ordinary Least Square 
(OLS) method. The result of a good estimate is 
regression that has met Blue criteria (best linear 
Unbiased Estimator) (Gujarati, 2002). 
 
 
 

Table 2: Normality Test 
Statistic test Sig value Information 
Kolmogorov-
Smirnov Z 0,431 Normal spread 

 
Based on the results of normality testing in the 

table above, it is known that the residual regression 
significance value formed is greater than the 5% real 
level so that it can be said that the assumption of 
normality is fulfilled. 

 
Table 3: Assumption of Normality 

Independent 
Variabel Sig. Information 
X1 0,298 Homoskedastisitas
X2 0,363 Homoskedastisitas
X3 0,823 Homoskedastisitas
X4 0,947 Homoskedastisitas
X5 0,458 Homoskedastisitas
X6 0,909 Homoskedastisitas
X7 0,232 Homoskedastisitas

 
Based on the table above, it is known that the sig 

value. > 0.05, it can be concluded that there is 
homoskedasticity or in other words the assumption 
that heteroscedasticity does not occur has been 
fulfilled statistically. 
 
Table 4: Multicolenearrity test (Variance Inflating 
Factor VIF) 

Mode  
Collinearity 
Statistics  

  Tolerance VIF 
1 (Constant)   

 X1 ,175 5,708 
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 X2 ,157 6,370
 X3 ,730 1,370
 X4 ,562 1,779
 X5 ,483 2,071
 X6 ,354 2,828
 X7 ,282 3,552

 
Based on the table above, it can be seen that the 

independent variables in this study have a Variance 
Inflation Factor smaller than 10, so that it can be 
said that there are no symptoms of multicollinearity 
between the independent variables in this study. 
 
 
Dl Du 4-du 4-dl Dw Interpretation 

1,60
6 

1,82
9 

2,17
2 

2,3
94 

1,93
7 

not occur 

Autocorrelation      
 
 

5 DISCUSSION 

In general, the regression model used in this study 
has a good outcome. Free Vaiabel is used, namely 
the money supply area (m1) and narrow (m2), the 
exchange rate (exchange rate), the amount of food 
production of rice, soybeans, rainfall and maximum 
temperature can 

Explain the  effect on  the  increase in food  
prices with ahigh percentage  ( 93% ),  Together  
these variables have a significant  effect on the 
increase in food prices in Indonesia. Individual  
influences can be explained as follows: 

Variablewide    money   supply   (M2)    has   a 
Significant  influence on rising  food  prices, the 
results of the coefficients obtained in this variable 
are positive, this indicates, that the existence of a 
positive direction means that an increase in the 
money supply will affect the increase in food prices. 
The value of the regression coefficient obtained is 
1.380341 it shows, if there is a form of increase 
experienced by the money supply of 1% or one unit 
directly causing an increase in food prices by 1.38% 
with the form of asusmi other variables remain and 
there is no change. The results obtained based on 
this regression analysis are in accordance with the 
theory put forward by Irvin Fisher who explained 
that the higher level of money circulation would lead 
to the high purchasing power of the community. And 
the results obtained are also the same as stated by 
Nophirin, according to him in the theory of money 

complexity that because of the rise in price, the 
excess form of demand owned by the community is 
a form of high demand due to the money supply. 

 
Narrow money supply (M1) 
Based on the results of the t test, the results show 
that the variable money supply narrow M1 has the 
most dominant, significant and positive influence on 
the increase in food prices, the result of which the 
coefficient obtained is positive, this indicates that 
there is a positive direction affect the increase in 
food prices and vice versa. The coefficient of the 
narrow money supply variable is 5.126113, it shows 
that there is an increase in the money supply 
amounting to 1% which will cause an increase in 
food prices which is equal to 5.12%, with the form 
of other variables remaining fixed or no changes to 
other variables (constant). The results of the analysis 
obtained are in accordance with the theoretical form 
proposed by Mankiw (2000) that a high price 
increase will occur if the existence of a high level of 
circulation in the amount of money circulating 
directly will cause a boost in public consumption. 
The increase in money distribution both narrowly 
and broadly will cause a high form of public 
consumption power, based on the manki theory, an 
increase in the money supply causes a form of 
positive increase in consumption which will 
gradually lead to increases in food prices (Mankiw, 
2000) 

From the results of the t test that has been done, 
it is found that the variable rate of exchange / 
exchange rate has a significant influence on the 
increase in food prices (food inflation) Indonesia. 
The coefficient obtained in this variable is negative, 
meaning that the increase experienced by the 
exchange rate / exchange rate causes a decrease in 
the increase in food prices, and vice versa the 
occurrence of depreciation (decline) by the exchange 
rate will cause an increase in food prices. The 
regression coefficient obtained is - 0.7787071, 
which shows that the increase in the rate of 
exchange / value of 1% will cause a decrease in the 
increase in food prices by -0.77% with the 
assumption that there is no change in other variables 
(constant variable) . The results of the analysis 
obtained in accordance with the form of theory put 
forward by Cassel (1918) the exchange rate between 
the two countries should be equal to the price level 
of the country's ratio, the fall in the form of domestic 
purchasing power of a domestic currency will 
directly (increase the inflation rate) followed by 
deperesiasi form on the country's currency against 
the domestic money market but if it happens 
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otherwise domestic purchasing power becomes 
increased it will cause deflation which is directly 
followed by a form of appreciation in the currency, 
this theory is the theory that is most often tested for 
validity is because there is a form of comparison that 
looks at the form of high purchasing power that 
causes inflation / price increases. The same thing 
was stated by Bob (2002) The occurrence of price 
increases, can be seen through the decline in the 
rupiah exchange rate against the value of foreign 
currencies because the depreciation of the exchange 
rate will cause an increase in the price of imported 
goods, this directly affects domestic price 
fluctuations. 

 
Amount of Rice Production 
Based on the results of the t test, it was found that 
the rice production variable had a significant effect 
on the increase in food prices in Indonesia. The 
coefficient of the rice production variable obtained is 
positive, which means that a decrease in the form of 
rice production will cause an increase in food prices 
and conversely the positive increase in the form of 
rice production will suppress the form of rising food 
prices. The value obtained from the regression 
coefficient of rice production is equal to 3.964014, 
which shows that the increase in rice production 
which is equal to 1% will cause an increase in food 
price increases of 3.96% with the assumption that 
there is no change in other variables (constant 
variable) . The results of the analysis above show 
that the results are in accordance with the theory 
explained by Ellis (1992) that the forms of 
production, trade and consumption of food will 
affect the fluctuations in the price of goods. 

 
Soybean Production Amount 
Based on the results of the t test, the results show 
that the variable amount of soybean production has a 
significant effect on the increase in food prices. The 
coefficient value of the rice production variable 
obtained is positive, this indicates that if a decrease 
in soybean production will cause an increase in food 
prices and vice versa if the increase towards the 
positive towards soybean production will cause a 
decrease in the increase in food prices. Regression 
coefficient value of soybean production obtained is 
equal to 4.080209. The results show that the increase 
that occurs in soybean production which is equal to 
1% will cause an increase in the increase in food 
prices by 4.08% assuming no changes occur by other 
variables (all variables are constant) . The results of 
the analysis obtained show that the results are in 
accordance with the theory put forward by Ellis 

(1992) that the forms of production, trade and 
consumption of food will affect the fluctuations in 
the price of goods and according to Suryana (2004) 
explain that the form of food supply involves three 
aspects, namely distribution , consumption, 
availability that is supported by actors who have 
interests such as producers, 

 
Rainfall 
Based on the results of the t test, it was found that 
the rainfall variable had a significant effect on the 
increase in food prices. The coefficient of rainfall 
variables is positive, these results show that positive 
increases that occur in rainfall will cause an increase 
in food prices, so the decrease in rainfall will cause a 
decrease in the increase in food prices. The bulk 
regression coefficient huja is equal to 4.118688, the 
results show that the increase that occurred at 1% 
will cause an increase in the increase in food prices 
by 4.11% with the assumption that other variables 
are constant without change. The results of the 
analysis obtained in accordance with the relevant 
theory put forward by Gilbert and Morgan (2010) 
according to him weather changes are considered as 
one source of variability in the prices of agricultural 
commodities. The same thing was stated by Trovero 
and Braun (2008) that changes in weather can cause 
a form of potential, such as floods, droughts which 
ultimately damage food crops and hamper the form 
of food distribution, which in turn has an impact on 
rising prices of food commodities (Trovero and Von 
Braun, 2008 

 
Maximum Temperature (Hot Weather) 
Based on the results of the t test, the results show 
that the maximum temperature variable has a 
significant effect on the increase in food prices. The 
coefficient value of the rainfall variable is positive. 
This result shows that the occurrence of a positive 
increase in maximum temperature causes an increase 
in food prices and conversely the decrease in 
maximum temperature will cause a decrease in the 
increase in food prices. The maximum temperature 
regression coefficient value is 0.050615, the results 
show that an increase in the number of 1% will 
cause an increase in food prices by 0.05%, this 
applies with the assumption that other variables are 
constant and do not change. 

After performing various tests both on the 
questionnaire and on the variables; it turns out that 
this research deserves to be continued by multiple 
linear analysis. In multiple linear regression test to 
four independent variable of reliability, competence, 
credibility and communication have influence to 
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employee job satisfaction. The effect of these four 
variables varies greatly. Reliability has the greatest 
influence; followed by communication, then 
credibility and competence. The four variables gave 
effect of 61.0%, meaning 39.0% influence on 
satisfaction contributed by other variables not 
included in this research model.Similarly, the 
correlation of each independent variable with 
satisfaction indicates that the most dominant and 
strongest positive correlation is between the variable 
of reliability and job satisfaction, followed by 
communication variables with job satisfaction, 
competence with job satisfaction and lastly between 
credibility and jobsatisfaction. 

In hypothesis test by simultaneous test method (F 
Test) also called ANOVA, it turns out sig value 
alpha 0.000 < alpha 5% (0.05). The value of f 
arithmetic is also greater than f table. This means 
that four variables together will have a positive and 
significant impact on jobsatisfaction.In the Partial 
Test (Test T), it is found that the variable reliability 
and communication significantly affect job 
satisfaction, but the credibility and competence 
variables do not significantly affect job satisfaction. 
The variable of reliability in the performance 
appraisal system gives a significant influence in 
affecting job satisfaction, which means satisfaction 
and job dissatisfaction of employees influenced by 
variable reliability. 

Based on the background of research that the 
performance appraisal system has not been able to 
provide job satisfaction, so the variable reliability is 
one factor in the performance appraisal system that 
has not been able to provide job satisfaction. This 
can be explained through several things, employees 
feel reward or punishment miss promotion 
promotion, increase salary levels are often not based 
on performance appraisal results; so that employees 
feel the performance appraisal is not done or 
executed as promised. Or the company is often late 
in doing performance appraisal which will then slow 
down the promotion process or a raise.  

Communication variables also gained a 
significant influence in affecting job satisfaction, 
which means communication in the performance 
appraisal system is one factor that has not been able 
to provide job satisfaction. This can be explained by 
several things; the company has not really explained 
well the performance appraisal system. The 
company also rarely discusses the 
employee'sappraisal system that has not been able to 
provide job satisfaction. This can be explained 
through several things, employees feel reward or 
punishment miss promotion promotion, increase 

salary levels are often not based on performance 
appraisal results; so that employees feel the 
performance appraisal is not done or executed as 
promised. Or the company is often late in doing 
performance appraisal which will then slow down 
the promotion process or a raise.  

Communication variables also gained a 
significant influence in affecting job satisfaction, 
which means communication in the performance 
appraisal system is one factor that has not been able 
to provide job satisfaction. This can be explained by 
several things; the company has not really explained 
well the performance appraisal system. The 
company also rarely discusses the employee's next 
performance plan after the performance appraisal. 
Employees expect performance planning together 
with the company. Competence variables, although 
partially ineffective in affecting job satisfaction but 
together with other variables have an influence on 
satisfaction. Officers who carry out assessment in 
the eyes of employees is quite strong and skilled and 
have sufficient knowledge; but it is not a major 
factor that gives a sense of satisfaction. Credibility 
variables are also partially ineffective in influencing 
job satisfaction, but together with other variables 
have an influence on satisfaction. The courteous, 
honest and respectful examiner is the capital to be an 
appraiser that pleases employees; but it is not 
enough if it does not get a reliable and well-
understood performance appraisal system. 

 

6 CONCLUSIONS 

Based on the explanation of the problems, 
hypotheses, discussion and analysis results in the 
previous chapter, it can be concluded that the 
variable money supply, the rate of exchange, the 
amount of food production, the weather has a 
positive and significant effect on the increase in food 
prices in Indonesia. 
1. The form of increasing the money supply, 

besides being influenced by currency held by 
the public is also influenced by credit, because 
easily the form of credit or loans obtained 
directly will cause many people to do a form of 
credit or loan which in the end, easily obtained 
and the amount of funds obtained will directly 
increase people's consumption patterns, this is 
the same as the theory proposed by Irvin Fisher 
regarding the effect of the money supply on 
price increases, therefore the most the basis of 
influencing the increase in the money supply is 
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the community and the process of credit 
facilitated by the bank so that there is a 
tendency for people to make loans so as to 
increase the form of business activity and the 
economy of the community. 

2. The occurrence of depreciation (rate of decline) 
on the rate of exchange (exchange rate) can be 
seen from the form of imports of some food 
commodities that Indonesia does every year, 
due to the form of structural inequality, namely 
the productivity gap associated with weak asset 
allocation and production factors, and forms of 
dependence on foreign debt which has a 
negative impact on the economy (the impact of 
business people who often engage in foreign 
exchange) and the equilibrium trap phenomenon 
(trap imbalance) related to the structure between 
the three production sectors that underlies the 
economic crisis which ultimately impacts 
depreciation of the exchange rate (exchange 
rate) which ultimately causes an increase in 
prices of imported goods, the amount of food 
production that is not matched by demand and 
the demand for imported food every year, 
without increasing production facing domestic 
food commodities eventually led to an increase 
in prices, especially imported food, due to the 
depreciation of the exchange rate (declining 
exchange rate) against foreign currencies. 
The problem of rising food prices caused by 
weather, because the weather influences the 
growth and development of food crops, for 
example, such as rainfall, very high rainfall 
causes the food crops to be inundated and 
become damaged, which causes crop failure for 
food crops so that with yields that are small and 
high in demand cause an imbalance between 
supply and demand so that in the end it will lead 
to a tendency to increase prices, and looking at 
hot weather (drought) can cause disruption to 
plant growth due to hot weather affecting 
drought to food crops so that it ultimately does 
not the fulfillment of sufficient water for food 
crops, this is the basis of the occurrence of crop 
failure caused by hot weather, as well as an 
explanation of rainfall, crop failure caused by 
maximum temperature (cu aca heat) will cause a 
reduced form of production to be obtained so 
there will be an imbalance between demand and 
supply which ultimately leads to an increase in 
food prices. 
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Abstract: This paper describes a conceptual framework for investigating the effect of soft skills competency, 
teamwork, and innovative work behavior on the quality of Human Resources. Quality of human resources is 
needed to support the achievement of the organization's strategic goals and to support the improvement of 
organizational services to the community. The characteristics of human resources quality needed in this 
Digital Age today include innovative, creative, ethical, and never stops learning. This paper show research 
model for quantitative analysis by presenting the theoretical framework for each variables in the research. 
This study could be influential for organization’s effectiveness by considering quality of human resources at 
work, in which need to continuous improvement from good to great. Good is enemy of great. Moreover, the 
findings of this study could enrich to the limited empirical research evidence about the dimension of quality 
of human resources which contribute to the effectiveness and competitiveness of the organization, 
especially in the Digital Era. This study had objective to examine the significance of characteristics factors 
influencing the quality of human resources which include soft skill competency, innovative work behaviour, 
and team work. Significant contributions to the theoretical and practical implications can be drawn from this 
research. The theoretical contribution to the body of knowledge includes the understanding of how human 
resources quality relate to soft skill competency, innovative work behaviour, and team work, in which this 
may enrich repertoire of knowledge that related to dimensions of quality of human resources in public 
organization in Indonesia in the Digital Era. In management practices, policy maker of the organization can 
determine policies based on the model of quality of human resources that significantly influences the 
achievement of Vision, Mission and Strategic’s goals organization. 

1 INTRODUCTION 

The empirical research evidence related to the 
dimension of quality of human resources which 
contribute to the effectiveness and competitiveness 
of the organization in the Digital Era is still limited. 
The purpose of this paper is to present a conceptual 
framework for investigating the effect of soft skills 
competency, teamwork, and innovative work 
behavior on the quality of Human Resources. The 
urgency of understanding the factors which have 
effect to the quality of human resources among 
others is the importance of quality Human Resources 
(HR) who are needed to achieve competitive 
advantage, support the achievement of the 
organization's strategic goals, and to support the 
improvement of organizational services to the 
community, especially in the current digital era 
which are dynamic, connected and collaborative. 

One of the characteristics of high-performance 
organizations in the 21st Century is an organization 
that is sustainable and highly competitive driven by 
"superior employee performance" / quality human 
resources (Soni, 2011). The characteristics of quality 
human resources needed in the Digital Era today 
include innovative, creative, ethical, and never stops 
learning (Gilabert, 2017). Whereas according to 
Raymond A. Noe, John R. Hollenbeck, Barry 
Gerhart (2015), challenges faced by organizations to 
achieve competitive advantage include: 
sustainability challenge, global challenge, and 
technology challenge.  

In this Digital Era, work systems is changing, in 
which influences the competencies that must be 
possessed by workers.  This is a challenge which 
triggers an urgent need to improve quality in all 
types of organizations, including public 
organizations and private organizations. For this 
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reason, employees must evolve in terms of work 
ethic. The quality of HR needs to be continuously 
improved, not just stopping at the level of "Good" 
but needs to be continuously increased towards the 
level of "Great". According to Collins (2001), good 
is the enemy of great . Gilabert (2017) stated that the 
Era of the Fourth Industrial Revolution or the Digital 
Era is for highly qualified human resources who 
have a large capacity for adaptation, flexibility and 
continuous learning. 

2 THEORICAL FRAMEWORK 

2.1 Quality of Human Resources 

According to Ruky in (Mokodompis, 2008), the 
quality of Human Resources is "The level of 
knowledge, ability, and willingness that can be 
demonstrated by human resources". That level is 
compared to the level needed from time to time by 
organizations. The ability of employees as human 
resources in an organization is very important 
meaning and existence to increase work productivity 
in the organization. Humans are one of the most 
important elements that determine the success or 
failure of an organization to achieve its Vision, 
Mission and strategic goals. Meanwhile according to 
Gilabert (2017) , the characteristics of quality human 
resources needed in the Digital Era currently include 
innovative, creative, ethical and never stops 
learning.  

The human resource largely accepted as the most 
important resource of any organization may be 
described by different qualities like creativity, 
education level, communication skill, leadership 
skill, and many others. These qualities may become 
more or less important according to the specific 
requirements of each position. Every organization 
needs competent HR, so that it can provide excellent 
and valuable services. No matter how small an 
organization is, the effectiveness of Human 
Resource Management is seen as influencing the 
performance of the organization. This is in line with 
John M. Ivancevich (2013) who stated that human 
resources management is the function performed in 
organizations that facilitates the most effective use 
of people to achieve organizational and individual 
goals.  

Jeff Schwartz, Collins, Stockton, Wagner, & 
Walsh (2017) mentioned that Rapid changes is not 
limited to technology, but encompasses society and 
demographics as well. Business and Human 
Resource Leaders can no longer continue to operate 

according to old paradigms. They must now 
embrace new ways of thinking about their 
companies, their talent, and their role in global 
social issues”. Joan E. Pynes (2009) said that Human 
resource management is the design of formal 
systems in an organization to ensure the effective 
use of employees’ knowledge, skills, abilities and 
other characteristics to accomplish organizational 
goals. Meanwhile Tracey & Heathfield (2018) 
defines Human Resources as, the people that staff 
and operate an organization, as contrasted with the 
financial and material resources of an organization. 
A human resource is a single person or employee 
within your organization. Human resources refer to 
all of the people you employee.  

Public Organizations / Governments have 
reformed the paradigm of "low performance - poor 
service quality" by abandoning the traditional 
management system; implement "New Public 
Management": the application of a professional 
management system in the Public sector which 
among others aims to improve the quality of public 
services, strengthen organizational culture, and 
motivate to make changes and continuous and total 
improvements. Quality service is an effort made by 
the company to meet the expectations of its 
customers. Quality service emphasizes customer 
satisfaction. Lupiyoadi stated that there are five 
dimensions of service, namely tangibles (physical 
evidence), reliable (reliability), responsiveness, 
assurance (guarantee) and empathy. Reliability, 
namely the company's ability to provide services as 
promised accurately and reliably. Performance must 
be in accordance with customer expectations which 
means timeliness, the same service for all customers 
without errors, sympathetic attitudes, and with high 
accuracy.  

John M. Ivancevich (2013) defines quality as 
follows “quality is defined as meeting costumers’ 
needs and expectation”. Robbins & Coulter (2018) 
define quality as follows: quality as the ability of a 
product or service to reliable do what it’s supposed 
to do and to satisfy customer expectations.Goetsch 
& Stanley B. Davis (2010) define quality as follows, 
“quality is a dynamic state associated with products, 
services, people, processes, and environments that 
meets or exceeds expectations”.  Edwards Deming 
in Wibowo (2016) mentioned that to be successful in 
implementing TQM (Total Quality Management), an 
organization must concentrate on 8 key elements, 
such as Customer Focus, Total Employee 
Involvement, Process-centred, Integrated System, 
Strategy and Systematic Approach, Continuous 
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Improvement, Fact-based decision making, and 
Communication.  

Based on the description of the quality of human 
resources above, it can be synthesized the quality of 
human resources is organizational resources that 
have a strategic role in the enlightenment of 
organizational goals, which have high performance 
characters, continuously learn to improve their 
competencies, so as to provide excellent service to 
meet stakeholder needs, with indicators: (1) focus on 
customers (responsive), (2) never stops learning, (3) 
reliable, and (4) systemic. 

2.2 Softskill Competency 

Employees must be skilled in managing conflict and 
creating inclusions to improve team performance 
and to collaborate in generating innovative ideas. 
Having a college diploma does not guarantee that 
someone has all the competencies needed to succeed 
in the work environment. Employers look for people 
who have hard skills and soft skills. According to 
Wats and Wats (2008) in Meeks (2017), a person's 
success in the work environment depends on 85% 
soft skills, and only 15% hard skills.  Soft skills are 
defined as a combination of personal qualities, 
interpersonal skills, and additional skills/knowledge 
that help an employee better perform their job”. Soft 
skills correspond to the skills in the human, 
conceptual, leadership, and interpersonal categories. 

Kim-Spoon, Maciejewski, Lee, Deater-Deckard, 
& King-Casas (2017) defines competence as 
follows, “competence is expected to improve as 
young people mature and learn across multiple 
domains of adaptation in basic capabilities and 
coordinated execution of actions”.  Competence is 
basically the process of increasing a person's ability 
from a low ability to a better ability in accordance 
with standards and all his actions are well 
coordinated. 

Stevens & Campion (1994) suggested a 
taxonomy of individual competencies needed for 
teamwork to measure knowledge, skill, and ability 
(KSA) for staffing teams within the organization. 
The taxonomy for five dimensions of competencies 
consist of: 
1. conflict resolution (managing effectively and 

resolving conflict),  
2. collaborative problem solving (recognizing 

opportunities and involving all teams),  
3. communication (including establishing both 

verbal and non-verbal communication 
networks),  

4. goal setting and performance management 
(establishing specific, challenging, and realistic 
goals, then monitoring feedback on 
performance),  

5. planning and task coordination (coordinating 
tasks, and information to establish role 
expectations) – Weber et.al., (2012) 

Based on the description of soft skills 
competencies above, it can be synthesized that soft 
skills competencies are competencies needed by 
someone who is related to other people and their 
self-regulating skills at work, with indicators, 1) 
communication, 2) problem solving, 3) working in 
teams, 4) managing information, and 5) professional. 

2.3 Teamwork 

Teamwork is a form of group work with 
complementary skills and is committed to achieving 
previously agreed missions to achieve common 
goals effectively and efficiently. It must be realized 
that teamwork is a variety of personal fusion that 
becomes a person to achieve a common goal. A 
team really needs the willingness to join hands to get 
the job done.  

Edward Sallis (2002) defines team work as 
follow, “team work is based on mutual trust and 
established relationship, only when a team has an 
identity and purpose to operate effectively”.  An 
effective team is a team that allows its members to 
be able to produce a task that is larger than the 
results of individual work because the results of their 
work are the result of the contributions of team 
members together. 

John R. Schemerhorn (2013) mentioned that 
“teamwork is the process of people working together 
to accomplish these goals”.  Teamwork is a work 
process in groups with participatory leadership, 
shared responsibilities, goal alignment, intensive 
communication, focus on the future, focus on tasks, 
creative talents and quick responses to achieving 
organizational goals. John R.Schemerhorn, Osborn, 
Uhl-Bein, & Hunt (2012) stated that “teamwork 
occurs when team members accept and live up to 
their collective accountability by actively working 
together so that all their respective skills are best 
used to achieve team goals”.   Teamwork is a group 
whose individual efforts produce higher 
performance than the number of individual inputs. 
This means that the performance achieved by a team 
is better than the performance per individual in an 
organization. 

Harris & Hartman (2002) defines team work as 
follows, “teamwork is people working together for 
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the common good”. Fredh Luthans (2008) 
mentioned that: A working group’s performance is a 
function of what its members do as individuals. A 
team’s performance includes both individual results 
and what we call collective work-products. A 
collective work product is what two or more 
members must work on together, reflects the joint, 
real contribution of team members.   

Stueart & Morgan (2002) mentioned that “a 
work team is a group of people who interact and 
coordinate their work in order to accomplish specific 
work goals”. Debra L. Nelson (2006) define that 
“team work is a group of people with 
complementary skill who are committed to a 
common mission, performance goals and approach 
for which they hold themselves mutually 
accountable”. Team collaboration is defined as the 
actions of flexible behaviours, cognitions, and 
attitudes related to changes in the internal and 
external environment, which include a collaborative 
process that enables ordinary people to achieve 
extraordinary results. Team collaboration integrates 
thoughts, feelings, and actions among team members 
to achieve performance goals  (Scarnati 2001, Salas 
et.al.2007) in Renny Rochani Budijanto (2013). 
Team collaboration is becoming increasingly 
important in public and private organizations, 
because collaboration and synergy among team 
members results in achieving better goals. In 
addition, the interdependent effects of team 
collaboration at the individual, group level and 
organizational level are believed to accelerate the 
process, improve quality assurance, expand 
innovation, encourage more efficient work 
behaviour, expand work capacity, and develop social 
sensitivity and personality (Scarnati 2001, Salas 
et.al.2007, Marosi & Bencsik 2009) in Renny 
Rochani Budijanto (2013). 

Based on the description of team work above, it 
can be synthesized that team work is a group of 
people with different abilities, talents, experiences, 
and backgrounds who gather together in the same 
place in a team to achieve a goal, with indicators, 1) 
have one direction goal, 2) delegation / 
interdependence between team members, and 3) 
have one commitment.  
 
d. Innovative work behavior 
The term innovation in organizations was first 
introduced by Schumpeter in 1934. Innovation was 
seen as the creation and implementation of new 
combinations. The term new combination can refer 
to new products, services, work processes, markets, 
policies and systems. In innovation, added value can 

be created, both for organizations, shareholders, and 
the wider community. Therefore most definitions of 
innovation include the development and 
implementation of something new. Scoot and Bruce 
in Bos-Nehles, Renkema, & Janssen (2017) define 
innovative work behaviour as follows : innovative 
work behaviour is more than creativity although 
creativity is a necessary part of innovative work 
behaviour, especially in the beginning, in order to 
generate new and useful ideas.  Innovation can be 
interpreted as the introduction and application of 
new ideas, processes, products or procedures in 
work, work teams, or organizations that are designed 
to benefit the organization, work team, or the work 
of the employee itself. 

Woods, Mustafa, Anderson, & Sayer (2017) 
define innovative work behaviour as creativity and 
innovation at work are the process, outcomes, and 
products of attempts to develop and introduce new 
and improved ways of doing things. Meanwhile, 
Amabile in Messmann, Stoffers, Van der Heijden, & 
H.Mulder (2017) describe innovative work 
behaviour as follows: based on models of creativity, 
innovative work behaviour is defined as the sum of 
all physical and cognitive work activities which 
employees carry out individually or interactively in 
their work context with the intention of 
accomplishing a set of interdependent requirements 
that are necessary for the development of an 
innovation. Due to the complex nature of innovation 
processes, individuals may be repeatedly and 
simultaneously involved in the accomplishment of 
these requirements for innovation development.  

In conceptualizations of innovative work 
behaviour, the dimensions opportunity exploration, 
idea generation, idea promotion, and idea realization 
are distinguished. These dimensions represent both 
the creative side (i.e., opportunity exploration and 
idea generation) and the implementation side of an 
innovation (i.e., idea promotion and idea 
realization).  Innovative work behaviour is not just 
to generate new ideas but also involves the 
implementation process of these ideas, especially on 
every job. De Jong and Den Hartog in Messmann et 
al., (2017) define innovative work behaviour as 
follows: innovative work behaviour is as the 
recognition of problems and initiation and 
intentional introduction within a work role, group, or 
organization of novel and useful ideas concerning 
products, services, and work methods, as well as set 
of behaviours needed to develop, launch and 
implement these ideas.  West and Farr in Agarwal, 
Datta, Blake‐Beard, & Bhargava (2012) stated that, 
“innovative work behaviour is intentional creation, 
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introduction, and application of new ideas within a 
work role, group, or organisation to benefit role 
performance, a group, or an organization”.  
Innovative work behaviour as creativity and 
innovation at work are the process, outcomes and 
product of attempts to develop and introduce new 
improved ways of doing things. The creativity stage 
of this process refers to idea generation and 
innovation to the subsequent stage of implementing 
idea toward better procedures, practices or products.  

From the description above, it can be synthesized 
that innovative work behaviour is everything a 
person does in his job with oriented to develop new 
ideas that can lead innovation, with indicators 1) 
developing new ideas, 2) creativity in work, and 3) 
make a breakthrough to implement the new ideas. 

3 RESEARCH METHODS 

In prior studies, many researchers investigate 
relationship between quality of human resources and 
motivation, performance, employee satisfaction, and 
many others. However, there is still rare study which 
examine the dimension factors of human resources 
quality towards soft skill competencies, innovative 
work behavior, and team work. Herewith some of 
the results of research related to soft-skill 
competencies, teamwork, innovative work behavior, 
and the quality of human resources which is 
presented in the Table 1 below. 

4 CONCEPTUAL REVIEW 

In prior studies, many researchers investigate 
relationship between quality of human resources and 
motivation, performance, employee satisfaction, and 
many others. However, there is still rare study which 
examine the dimension factors of human resources 
quality towards soft skill competencies, innovative 
work behavior, and team work. Herewith some of 
the results of research related to soft-skill 
competencies, teamwork, innovative work behavior, 
and the quality of human resources which is 
presented in the Table 1 below. 
 
 
 
 
 
 
 

Table 1: Summary of Related Research. 

 

4.1 Soft Skill Competency and Quality 
of Human Resources  

Mitchell in C. Wesley, Prier Jackson, & Lee (2017) 
suggested that a soft skill could be viewed as the 
level of commitment of a person that sets them apart 
from other individuals who may have similar skills 
and experience. In today’s changed work world, soft 
skills are as important as cognitive skills and make 
up of a combination of universally desired 
interpersonal skills and personal attributes. The lack 
of soft skills can certainly sink the promising career 
of someone who has technical ability and 
professional expertise but who has no interpersonal 
qualities.  

Based on the description above there is a positive 
relationship between soft-skill competence and the 
quality of human resources. 

4.2 Team Work and Quality of Human 
Resources 

Rohtwell and Arnold in Ibrahim et al. (2017) 
described that most employers today expect workers 
to demonstrate and excel in many ‘soft’ skills such 
as teamwork and group development. Employee 
creates such as teamwork influence on the quality of 
human resources in organizations.  To achieve a 
high work performance culture, an organization 
must provide its employees' training and 
development programs designed specifically to 
install, build and change their attitudes and/or 
behaviors towards several organizational functions.  
Based on the description above there is a positive 
relationship between teamwork and the quality of 
human resources. 
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4.3 Innovative Work Behaviour and 
Quality of Human Resources 

Shalley in Prieto & Pérez-Santana (2014) mentioned 
that as environments become more complex and 
dynamic, firms must become more innovative in 
order to identify more opportunities for sustained 
superior performance.  Innovative work behavior 
influence to quality human resource management. 
Innovation initiatives tend to depend heavily on 
employees’ human capital and behavior at work as 
key inputs in the value creation process.   
 
Based on the description above there is a positive 
relationship between innovative work behavior and 
the quality of human resources. 
 
Based on all the description above, it can be drawn 
the research model as follows: 
 

 
Figure 1: Research Model 

From the research model above, the statistical 
hypothesis that can be developed, namely:   

a. First Hypothesis: there is a positive direct effect 
of soft skill competence (X1) on the quality of 
human resources (Y)  
H0  :  βy1    0 

H1  :  βy1    0 
b. Second Hypothesis: there is a positive direct 

effect of teamwork (X2) on the quality of human 
resources (Y) 
H0  :  βy2    0 
H1  :  βy2    0 

c. Third Hypothesis: there is a positive direct effect 
of innovative work behavior (X3) on the quality 
of human resources (Y) 
 H0  :  βy3    0 

     H1  :  βy3    0 

5 CONCLUSIONS 

One aim of this paper is to describe a conceptual 
framework for investigating the effect of soft skills 
competency, teamwork, and innovative work 
behavior on the quality of Human Resources. The 
theoretical framework presented here confirm that: 
1. there is a positive relationship between soft-skill 

competence and the quality of human resources, 
with the indicators are: 1) focus on customers 
(responsive), 2) never stops learning, 3) reliable, 
and 4) systemic.  

2. there is a positive relationship between 
teamwork and the quality of human resources, 
with the indicators are 1) have one direction 
goal, 2) delegation / interdependence between 
team members, and 3) have one commitment; 

3. there is a positive relationship between 
innovative work behaviour and the quality of 
human resources, with the indicators are 1) 
developing new ideas, 2) creativity in work, and 
3) make a breakthrough for the application of 
new ideas. 

This study could enrich to the limited empirical 
research evidence about the dimension of quality of 
human resources which contribute to the 
effectiveness and competitiveness of the 
organization, especially in the Digital Era. 
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Abstract: High competition in education sector has made school managements to improve performance of their 
organizations. Inline with such a purpose, Al-Azhar BSD Islamic High School in Tangerang Indonesia has 
been implementing ISO 9001:2008 Quality Management System since 2010. The aim of the research is to 
perform an analysis of audit findings registered between 2010 and 2015, as a part of the review process of 
the ISO 9001:2008 QMS. Audit findings consist of non-conformities, opportunities for improvement and 
positive observation. They are then analyzed using Context-Input-Process-Product (CIPP) evaluation 
model. A new method is introduced to transform the narrative based conformity reports into quantitative 
ones. Having this approach, comparison among each CIPP’s component can be performed in time series 
basis. The result shows that the proposed quantification method can be used to present the performance 
improvement of QMS implementation for each CIPP component. 

1 INTRODUCTION 

High competition in education sector has made the 
school managements to improve the performance of 
their organizations. They must be capable of 
identifying the current quality performance whilst 
realigning with their strategies, operations and 
processs in order to improve their performance. 
Rusjan and Alič (2010) and Fons (2011) presented a 
correlation between business success and 
implemented QMS. Inline with their findings, Smith, 
Bester and Moll (2014) have shown that many top-
performing businesses that achieved superior levels 
of success and sustainability had also implemented a 
sound and well-maintained Quality Management 
System (QMS). It can be said that such a well 
maintained QMS is ISO 9000 series. Indeed, it is 
also the most successful standard in ISO history 
because there is over 1,1 million registrations with 
registrants in almost 200 countries from all 
continents (Charlet, 2017). ISO 9000 series 
standards provide clear guidelines for the top 
management of institutions or schools to improve 
the performance of their  education system (Cheng, 
Lyu and Lin, 2004). 

Basically it is a voluntary standard and its 
certification is not compulsory. Any organization 
can implement it solely for the internal benefits it 
brings in increased effectiveness and efficiency of 
their operations, without incurring the investment 
required in a certification program. Getting 
certification may be a business decision which will 
be mostly based on: 
1. A legally binding necessity from a client as a 

condition for working together;  
2. Organization's general risk executives strategy;  
3. Recognition of an organizatiion's endeavors in 

building up a successful QMS;  
4. A marketing tool for picking up a focused edge 

in the marketplace. 
Al-Azhar BSD Islamic High School located in 

South Tangerang, Indonesia, holds an ISO 
9001:2008 QMS Certification since 2010. The aim 
of the research is to assess and evaluate the 
effectiveness and efficiency of the school’s 
operation after getting the QMS certificate by 
performing an analysis of audit findings registered 
between 2010 and 2015. Since it is a kind of 
accountability evaluation, a CIPP (Context-Input-
Process-Product) Model of Evaluation founded by 
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Stufflebeam will be used as a tool to measure the 
QMS implementation. 

Kenny and Bourne (2015) regarded that 
performance measurement is the process and results 
of quantifying outcomes. Then, outcomes need to be 
distinguished from activities. However there is a 
natural tendency in organizations to measure activity 
and call this “performance measurement” (Kenny, 
2011). This error occurs for two reasons. The first is 
that managers are surrounded by and deal with 
operations on a daily basis. Naturally when it comes 
to measurement, managers think of activity first. The 
second reason is that activities are undertaken by 
people and managers are driven to measure the 
performance of people. As a result, performance 
measurement often fails to progress beyond 
measuring activity. 

ISO 9001:2008 clearly specifies performance 
measure as a part of its demand. Performance 
measure helps to bring additional scientific analysis 
into a decision-making method. It underlines the 
change towards management by information and 
knowledge, instead of primarily relying on 
experiences and judgment (Phusavat et al., 2009). A 
performance measurement system can be defined as 
a set of metrics used to quantify both the efficiency 
and effectiveness of actions (Neely, Gregory and 
Platts, 1995, 2005; Neely, 2005). Smith, Bester and 
Moll (2014) proposed a method for quantifying 
QMS performance by introducing metadata into 
historical or current QMS internal audit data. 

2 THEORETICAL FRAMEWORK 

a. Quality Audit Process 
The following definition is taken from the ISO 
9011:2011 Guidelines for Auditing Management 
Systems: 
1. Audit is an efficient, free and recorded 

procedure for acquiring review proof and 
assessing it impartially to decide the degree to 
which the review criteria are satisfied.  

2. Audit evidence are records, statements of facts 
or other data which are applicable to the audit 
criteria and unquestionable. Audit evidence can 
be subjective or quantitative.  

3. Audit criteria are set of approaches, techniques 
or prerequisites utilized as a source of 
perspective against which audit evidence is 
looked at. On the off chance that the audit 
criteria are legitimate (counting statutory or 
regulatory) prerequisites, the expressions 

“compliant” or “noncompliant” are frequently 
utilized in a audit findings.  

 
Figure 1: Quality audit process diagram 

 
4. Audit findings are results of the assessment of 

the gathered audit evidence against audit 
criteria. Audit findings demonstrate conformity 
or nonconformity. Audit findings can prompt 
the identification of opportunities for 
development or recording good practices. On 
the off chance that the audit criteria are chosen 
from legal or other requirements, the audit 
finding is named compliance or non-
compliance. 

When all the audit data has been assembled 
likewise, auditor should investigate and decide the 
data, to be ordered in which category of audit 
finding. In general, there are three types of audit 
findings, i.e., Non-conformance (NC), Positive 
Observation (PO) and Opportunity For Improvement 
(OFI) (BSI-CEN, 2011). 
1. Non-conformance (NC) 

Non-conformance means any breakdown, or 
partial breakdown of a process in the Quality 
Management System (QMS). An audit non-
conformance typically requires: 
a) Root cause analysis 
b) Root cause elimination 
c) Change to how the process is to be 

performed 
Non-conformance requires a Corrective Action 
Request to document action taken. This type of 
finding also known as a major non-conformance 
or a systemic finding. 

2. Positive Observation (PO) 
Positive Observation implies any good deviation 
from a generally all around actualized process 
or minor oversight with respect to the auditee. 
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Underlying root cause analysis is not frequently 
required for Observation. Observations might be 
recorded on an Audit Action List. 

3. Opportunity for Improvement (OFI) 
OFI is a finding dependent on realities and data 
that demonstrates a potential improvement 
opportunity. Action is not required for OFI, but 
more supporting data should be included to 
encourage action by auditor. 

b. Generating audit findings 
Audit evidence ought to be assessed against the 
audit criteria so as to decide audit findings. Audit 
findings can demonstrate conformity or 
nonconformity with audit criteria. When specified 
by the audit plan, individual audit findings should 
include conformity and good practices along with 
their supporting evidence, opportunities for 
improvement, and any recommendations to the 
auditee. 

Nonconformities and their supporting audit 
evidence ought to be recorded. Nonconformities 
might be reviewed. They ought to be looked into 
with the auditee so as to acquire affirmation that the 
audit evidencec is accurate, and that the 
nonconformities are comprehended. Every attempt 
should be made to resolve any diverging opinions 
concerning the audit evidence or findings, and 
unresolved points should be recorded. The audit 
team should meet as expected to review the audit 
findings at proper stages amid the audit. 

c. CIPP Evaluation Model 
CIPP is an abbreviation for Context, Input, Process 
and Product. The CIPP Model for evaluation, that 
was developed by Daniel Stufflebeam and 
colleagues, is a comprehensive framework for 
guiding formative and summative evaluations of 
programs, projects, personnel, products, institutions, 
and systems. The model originated in the late 1960s 
to to help improve and achieve accountability for 
U.S. inner-city school district reform project. It was 
to address the limitations of traditional evaluation 
approaches (Stufflebeam and Coryn, 2014). It 
requires the evaluation of context, input, process and 
product in judging a program’s value. CIPP is a 
decision-focused approach to deal with evaluation 
and stresses the orderly arrangement of data for 
program management and operation. 

Context evaluation is regularly alluded to as 
needs assessment. It asks, “What needs to be done?” 
and evaluates issues, resources, and openings inside 
a characterized communities and environmental 
context. 

Input evaluation endorses an undertaking to 
address the recognized needs. It asks, " How should 
it be done? The aftereffect of the input evaluation 
step is a venture intended to meet the recognized 
needs. 

Process evaluation oversees the project 
implementation process. It asks, "Is it being done?" 
and gives a progressing keep an eye on the project’s 
implementation process. Essential goals of process 
evaluation incorporate archiving the process and 
giving input with respect to (a) the degree to which 
the arranged activities are completed and (b) 
regardless of whether modifications or amendments 
of the plan are necessary. An extra purpose of 
process evaluation is to survey the degree to which 
members acknowledge and complete their jobs. 

Product evaluation identifies and assesses project 
outcomes. It asks, “Did the project succeed?” and is 
similar to outcome evaluation. The purpose of a 
product evaluation is to measure, interpret, and 
judge a project’s outcomes by assessing their merit, 
worth, significance, and probity. Its fundamental 
purpose is to find out the degree to which the 
necessities of the considerable number of members 
were met. 

d. ISO 9001 Quality Management System 
(QMS) 

The ISO 9000 series standards are the most 
successful standard in ISO history because there is 
over 1.1 million registrations with registrants in 
almost 200 countries from all continents (Charlet, 
2017). 

A quality management system (QMS) is a lot of 
approaches, procedures and techniques required for 
planning  and implementation (creation/develop-
ment/service) in the inside business area of an 
association. ISO 9001 that was distributed by ISO 
(International Organization for Standardization) is a 
case of a Quality Management System. 

The ISO 9000 family addresses to various parts 
of quality management and contains a portion of 
ISO's best known standards. This standards give 
direction and devices to companies and 
organizations who need to guarantee that their 
products and services reliably meet customer’s 
requirements, and that quality is reliably made 
improved. ISO 9000 was first published in 1987 and 
was based on the BS 5750 series of standards from 
BSI that were proposed to ISO in 1979. Later an 
updated version in 1994 was published. 

With an end goal to address the changing needs 
of its clients, ISO again refreshed its standard in 
2000 and 2008 and again in 2015. The newest 
version is known as ISO 9001:2015. 

Quantifying the ISO 9001:2008 Quality Management System Audit Reports to Measure the Implementation Performance

869



 

ISO 9001 manages the requirements that 
organizations wishing to satisfy the guideline must 
satisfy. The standard covers eight clauses as follows. 
1. Scope 
2. Normative References 
3. Terms and Definition 
4. Quality Management System 
5. Management Responsibility 
6. Resource Management 
7. Product Realization 
8. Measurement, Analysis and Improvement. 

e. Relationship between CIPP Model and ISO 
9001:2008 QMS 

 
Table 1: Relationship between CIPP Model and ISO 
9001:2008 QMS 

 
 

3 RESEARCH METHOD 

Method to measure the performance of QMS 
implementation is inspired from European 
Commission, Tool #42: Identifying The Evaluation 
Criteria And Questions (EU, 2015, p. 271). 
1. Effectiveness (EU, 2015, p.271) 

Effectiveness analysis considers how successful 
QMS implementation has been in achieving or 
progressing towards its objectives. The 
evaluation should form an opinion on the 
progress made to date and the role of the school 
activity in delivering the observed changes. 
On the off chance that the objectives have not 
been accomplished, an assessment ought to be 
gained of the degree to which ground has 
missed the progress regarding the target and 
what factors have impacted why something 

hasn't been fruitful or why it has not yet been 
accomplished.  

𝐸𝑓𝑓𝑒𝑐𝑡𝑖𝑣𝑒𝑛𝑒𝑠𝑠 =
𝑃𝑟𝑜𝑑𝑢𝑐𝑡
𝐶𝑜𝑛𝑡𝑒𝑥𝑡 

  

 
Figure 2: Method to measure the performance of the 
QMS Implementation using CIPP model. 
 
Source: Inspired from European Commission, Tool #42: 
Identifying The Evaluation Criteria And Questions, (Better 
Regulation Toolbox as a complement to Better Regulation 
Guidelines SWD-2015) p. 271 
 
2. Efficiency 

Effectiveness considers the connection between 
the resources utilized by an intervention and the 
progressions produced by this intervention 
(which might be positive or negative). 

𝐸𝑓𝑓𝑖𝑐𝑖𝑒𝑛𝑐𝑦 =
𝑃𝑟𝑜𝑑𝑢𝑐𝑡
𝐼𝑛𝑝𝑢𝑡  

3. Achievement 
According to Merriam-Webster Dictionary, 
achievement means something that has been 
done or achieved through effort, a result of hard 
work, the act of achieving something, the state 
or condition of having achieved or 
accomplished something (https://www.merriam-
webster.com/dictionary/achievement).  
Cambridge Dictionary characterizes 
accomplishment as (1) something extremely 
great and troublesome that you have prevailing 
with regards to doing, (2) something that you 
did or got subsequent to arranging and 
attempting to get it going, and that in this way 
gives you a feeling of fulfillment, or the 
demonstration of attempting to get this going." 
(https://dictionary.cambridge.org/dictionary/eng
lish/achievement). From the definitions above, 
achievement can be regarded as a comparison 
between product (i.e. “something that you did or 
got”) and process (i.e. “the act of working”). 

𝐴𝑐ℎ𝑖𝑒𝑣𝑒𝑚𝑒𝑛𝑡 =
𝑃𝑟𝑜𝑑𝑢𝑐𝑡
𝑃𝑟𝑜𝑐𝑒𝑠𝑠  

CIPP ISO 9001:2008 QMS 

CIPP 
Component 

Typical questions for each 
component 

Requirement Clauses 

Context Needs assessment à “what 
needs to be done?” 

1. Scope 

2. Normative References 

3. Terms and Definition 

4. Quality Management 
System 

5. Management 
Responsibility 

Input Needs identification à “how 
should it be done?” 

6. Resource Management 

Process Process monitoring à”is it 
being done?” 

7. Product Realization 

Product Outcomes identification and 
assesment à “did the project 
succeed?” 

8. Measurement, Analysis 
and Improvement 

 

 

UNICEES 2018 - 1st Unimed International Conference on Economics Education and Social Science

870



 

4 ANALYSIS 

a. Audit Findings 
A list of audit findings for the period of 2010-2015 
is given as follows. 
 
Table 2: A complete list of Audit Findings 2010-
2015 

Year Cate-
gory 

CIPP 
Component 

Number of Clause 
Codes / Audit 

Statements 

2010 

NC Context 4 clause codes: 5.5.2 - 
4.2.3.f - 4.1 - 5.5.3 

NC Input 3 clause codes: 6.3 

NC Process 1 clause codes: 
7.2.1.d 

NC Product 3 clause codes: 8.2.4 - 
8.3 - 8.2.2 

2011 
NC Process 1 clause codes: 7.4.1 

NC Product 2 clause codes: 8.4 - 
8.5.2 

2012 

NC Context 3 clause codes: 5.6.2 - 
5.4.2 - 4.2.4 

NC Process 2 clause codes: 7.5.1 - 
7.4.1 

NC Product 1 clause codes: 8.5.2 
OFI Context 1 audit statement 
OFI Input 2 audit statements 
OFI Process 2 audit statements 
OFI Product 2 audit statement 
PO Process 1 audit statement 

2013 

NC Context 1 clause codes: 4.2.4 
NC Product 1 clause codes: 8.2.1 
OFI Context 2 audit statements 
OFI Process 4 audit statements 
PO Context 1 audit statement 
PO Process 1 audit statement 
PO Product 5 audit statements 

2014 

NC Process 1 clause codes: 7.2.3 
OFI Input 1 audit statement 
OFI Input 1 audit statement 
OFI Input 1 audit statement 
PO Context 1 audit statement 
PO Input 2 audit statements 
PO Process 2 audit statements 
PO Product 4 audit statements 

2015 

NC Process 2 clause codes: 7.5.4 - 
7.4.3 

OFI Input 12 audit statements 
OFI Product 7 audit statements 
PO Context 1 audit statement 

Year Cate-
gory 

CIPP 
Component 

Number of Clause 
Codes / Audit 

Statements 
PO Input 1 audit statement 
PO Process 1 audit statement 
PO Product 4 audit statements 

b. Analysis of Non-Conformity Findings 
Table of Non-Conformity Findings is shown in the 
following table. It consists of eight columns but only 
three are taken as our data sources, i.e., Year, 
Number and Clause References. 
 

Table 3: Non-conformity Findings 

 
The selected columns are then listed in the 

following table of Audit Findings for NC that 
consists of additional column, namely, Category 
“NC." 

Table 4: Audit Findings Attributes for NC 

 
The relation between Clauses and CIPP 

components can be seen in Table 1 above. The 
following table shows such a relation. 
Table 5: Conversion list from Clauses to CIPP 
components 
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Audit findings for category “NC” can then be 
presented as a variable with four attributes, .i.e., 
category (=”NC”), year, CIPP component, and 
number. 
 
𝐴𝑢𝑑𝑖𝑡	𝐹𝑖𝑛𝑑𝑖𝑛𝑔𝑠: 𝐹<=>?@ABCD"NC",C?=B,<AGHAI?I>,IJG 

 
Where 

year = 2010, 2011, ..., 2015 
component = {“Context”, “Input”, “Process”, 

“Product”}  
num = 1, 2, 3, ... 

c. Analysis of Positive Observation Findings 
Report of positive observation findings uses much 
simpler table than that of Non-Conformity as shown 
below. 
 

Table 6: Report of Positive Observation findings 

 
Column Positive Observation (PO) presents the 

findings on good performance that has been 
performed by a particular unit or department of the 
School. The list of PO needs to be converted into 
CIPP component in order to develop a variable of 
Audit Findings. Unlike NC category that uses a 
conversion table, the PO category asks for expert 
judgement to convert the findings into CIPP 
component. This is shown in the following table. 
 

Table 7: Audit Findings Attributes for PO 

 
Audit findings for category “PO” can then be 

presented as a variable with four attributes, .i.e., 
category (=”PO”), year, CIPP component, and 
number. 
 
𝐴𝑢𝑑𝑖𝑡	𝐹𝑖𝑛𝑑𝑖𝑛𝑔𝑠: 𝐹<=>?@ABCD"PO",C?=B,<AGHAI?I>,IJG 

 
Where 

year = 2010, 2011, ..., 2015 
component = {“Context”, “Input”, “Process”, 

“Product”}  
num = 1, 2, 3, ... 

d. Analysis of Opportunity for Improvement 
(OFI) Findings 

As mentioned in the previous section, OFI is a 
finding based on facts and data that shows a 
potential improvement opportunity. Action is not 
required for OFI, but more supporting data should be 
included to encourage action by auditor. 
 
Table 8: Report of Opportunity for Improvement 
(OFI) findings 

 
Column OFI presents the findings on opportunity 

to improve that is performed by a particular unit or 
department of the School. The list of IFO needs to 
be converted into CIPP component in order to 
develop a variable of Audit Findings. Like the PO 
category, the OFI alse asks for expert judgement to 
convert the findings into CIPP component. This is 
shown in the following table. 
 

Table 9:Audit Findings Attributes for OFI 

 
Audit findings for category “OFI” can then be 

presented as a variable with four attributes, .i.e., 
category (=”OFI”), year, CIPP component, and 
number. 
 
𝐴𝑢𝑑𝑖𝑡	𝐹𝑖𝑛𝑑𝑖𝑛𝑔𝑠: 𝐹<=>?@ABCD"OFI",C?=B,<AGHAI?I>,IJG 

 
Where 
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year = 2010, 2011, ..., 2015 
component = {“Context”, “Input”, “Process”, 

“Product”} 
num = 1, 2, 3, ... 

e. Scoring the Audit Findings 
The above list then can be summarized as the 
following table. 
 

Table 10: Summary of the Audit Findings 

 
 

𝑄𝑢𝑎𝑛𝑡𝑖𝑡𝑦: 	𝑄C?=B,<=>?@ABC,<AGHAI?I>  

						= M 𝐹<=>?@ABC,C?=B,<AGHAI?I>,IJG
IJG

 

Where 
year = 2010, 2011, ..., 2015  
category = {“NC”, “PO”, “OFI”} 
component = {“Context”, “Input”, “Process”, 

“Product”} 
num = 1, 2, 3, ... 
⋃IJG  = count notation for num 

 
The Category variable basically represents the 

degree of achievement. NC for example denotes a 
negative value since it represents any breakdown in 
the QMS implementation. Contrast to PO, it shows a 
positive one as it represents a good achievement. On 
the other hand, OFI represents something in between 
the two but a bit  closed to PO but still needs to be 
improved. Hence to represent such description we 
can assign NC as -1, PO as +1 and OFI as +½ as 
shown in the following table. 
 

Table 11: Scoring of Category 

 
 
Formula to assign values of the above category is 

given as follows. 
 

𝑇𝑟𝑎𝑛𝑠𝑓𝑜𝑟𝑚<=>?@ABC = P
−1 𝑐𝑎𝑡𝑒𝑔𝑜𝑟𝑦 = "NC"
+1 𝑐𝑎𝑡𝑒𝑔𝑜𝑟𝑦 = "PO"
+½ 𝑐𝑎𝑡𝑒𝑔𝑜𝑟𝑦 = "OFI"

 

 

Having this formula, the category as shown in 
Table 11 can be transformed into scoring value 
using the following formula. 
 

𝑆𝑐𝑜𝑟𝑒:		𝑆C?=B,<=>?@ABC,<AGHAI?I>  
				= 𝑇𝑟𝑎𝑛𝑠𝑓𝑜𝑟𝑚<=>?@ABC × 𝑄C?=B,<=>?@ABC,<AGHAI?I> 
 

Also the Total Score is calculated as follows. 
 

𝑇𝑜𝑡𝑎𝑙: 	𝑇C?=B,<AGHAI?I> 

			= ^ 𝑆C?=B,<=>?@ABC,<AGHAI?I>
<=>?@ABC

 

 
The result can be found in the accompanying 

table. 
 

Table 12: Score of the Audit Findings 

 

5 RESULTS 

The above method and analysis is a good way to 
transform the narrative audit findings into numerical 
values and can be represented into the following 
chart. 

 
Figure 3: Audit findings of QMS implementation 
using CIPP Model 

Having such a method the main intention of the 
research, i.e. to evaluate the QMS implementation of 
Al Azhar BSD Islamic High School, can be easily 
shown a good implementation progress for the 
period of 2010-2015.  
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Table 13: Peformance measurement of QMS 
implementation 

 
 
Moreover, having the value of CIPP components 

the QMS performance – represented by 
effectiveness, efficiency and achievement – can be 
calculated as shown in the above table. It then can be 
represented in the following chart. 
 

 
Figure 4: Chart of QMS peformance measurement 

6 DISCUSSION 

Attempts to quantify ordinal category data have been 
going on for decades. The most widespread is the 
attitude scale construction after Rensis Likert 
published an article entitled "A Technique for the 
Measurement of Attitude" in 1932 (in Jamieson, 
2004; Chyung et al., 2017). Likert scale uses ordinal 
values to differentiate people's attitudes toward a 
given topic or a number of issues. The scale uses a 
familiar five-point bipolar response format to 
indicate how much they agree or disagree, approve 
or disapprove, believe to be true or false, for 
example, in the form of (1) Strongly disagree, (2) 
Disagree, (3) Neither agree nor disagree, (4) Agree, 
and (5) Strongly agree. Likert scale is in great 
demand by many researchers. 

A researcher, Edirisooriya (1997), has proposed 
a different approach to attitude scale construction. 
Surprisingly, his method is in favor with our 
research. His formula of decision-making process – 
as a representation of his/her attitude – that an 
individual, 𝑆_, utilizes can be presented as follows. 
 

𝐷_ = 𝑓a𝑋cd = (𝑑_f) + (𝑑_h) 
 
where  
𝐷_ = decision and it includes two components, 

𝑑_f and 𝑑_h. 
𝑑_f = represents the sum of the weighted-positive 

pieces of evidence 
𝑑_h = represents the sum of the weighted-negative 

pieces of evidence 
𝑋c  = a piece of evidence where j = 1, ..., k1 

(positive pieces of evidence) or k2 (negative 
pieces of evidence) 

 
The general form of the component 𝑑_f and 𝑑_h in 
the above equation can be expanded in the 
following manner. 

𝑑_f = ^ 𝑤j,_a+𝑋cd
kl

_,cDj

 

where  
𝑤j,_  = the amount of weight Sn attaches to a 

positive piece of evidence, +𝑋c  
𝑘j = the number of positive pieces of evidence. 
and 
 

𝑑_h = ^ 𝑤p,_a−𝑋cd
kq

_,cDj

 

where 
𝑤p,_ = the amount of weight 𝑆_ attaches to a 

negative piece of evidence,  –𝑋c  
𝑘p  =  the number of positive pieces of evidence. 
If we assign 
𝑤j,j  = +½ to represent OFI findings,  
𝑤j,p = +1 to represent PO findings, and 
𝑤p,j  = –1 to represent NC findings, 
then in order to meet our method we remodify the 
formula as follows. 

𝑑f = 𝑂𝐹𝐼	𝑝𝑜𝑟𝑡𝑖𝑜𝑛 + 𝑃𝑂	𝑝𝑜𝑟𝑡𝑖𝑜𝑛 

		= ^a𝑤j,j ∙ 𝑋j,c + 𝑤j,p ∙ 𝑋p,cd
kl

cDj

	 

𝑑h = 𝑁𝐶	𝑝𝑜𝑟𝑡𝑖𝑜𝑛 = 	^𝑤p,j ∙ 𝑋p,c

kq

cDj

 

Then we will have 
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Note that index i is ommited in the above 
equation, since in this case 𝑆_ is only one individu or 
precisely one party, i.e. the representative of external 
auditor. 

The Likert-like scale of our research, is between 
- 1 to +1 to represent the conformance status of ISO 
9001 QMS usage. The reason to assign such a range 
is to allow negative (for NC) and positive (for OFI 
and PO) values. Similar reason is also used by Başak 
Manders (Manders, de Vries and Blind, 2016, p. 
147) allowing respondents to report both negative 
and positive changes in order to measure the 
performance of QMS implementation that ranges 
between -2 to +2 (e.g. a scale from -2 to 2; -2=Large 
decrease; -1=Small decrease; 0=No change; 1=Small 
increase; 2=Large increase). Other usage of Likert-
like scale is proposed by R.A. Smith, A. Bester and 
M. Moll (2014) that employ different way to assign 
the non-conformity of the QMS in order to quantify 
QMS performance measure. According to them non-
conformity grade consists of rating value and safety 
weight, where rating value is grouped into three 
levels, i.e. Low = 0.3; Medium = 0.8; and High =1 
and safety weight as Management = 0.3; Enabling = 
0.6; and Core = 1.  

On the contrary, Nikolay (2016) did not apply 
Likert-like scale but rather the number of non-
conformity findings. Compare to our method, there 
are at least two differences. Firstly, our method 
regards three types of audit findings, i.e. NC, OFI 
and PO whereas Nikolay uses NC only. Secondly, 
Nikolay traces the number of resolved NCs with 
allocated cost for implementing corrective actions. 

Future research development may adopt 
Nikolay’s method by taking into account the number 
of NCs of the past period that have been resolved by 
corrective actions. This method concern with all 
corrective actions to address identified non-
conformities of the past period are carried out before 
the start of the planning period. 
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Abstract: School of Meteorology, Climatology, and Geophysics (STMKG) is an official vocational school under the 
Meteorology, Climatology and Geophysics Agency (BMKG). STMKG originally called the Academy of 
Meteorology and Geophysics (AMG) changed its name and system from academy to school in accordance 
with the Republic of Indonesia Presidential Regulation Number 35 of 2014. These practical changes made 
various lines also change with expectations can support the performance of BMKG organizations to be 
better. This study aims to determine the quality of STMKG graduates who have worked in BMKG offices 
throughout Indonesia. The study was conducted by distributing questionnaires to the heads of offices that 
had recent STMKG graduates. The questionnaire obtained was then analysed to determine the level of 
quality of graduates. Based on these results, it is known that the quality of STMKG graduates is relatively 
good from various aspects of assessment, namely in terms of integrity and moral ethics, expertise based on 
education, the ability to use foreign languages, the ability to use information technology, communication 
skills, teamwork and self-development. This result certainly had an impact on the good BMKG services 
provided by STMKG graduates to the public. Based on these results, it can be concluded that AMG changes 
to STMKG support the performance of BMKG organizations for the better. 

1 INTRODUCTION 

The Meteorology, Climatology and Geophysics 
Agency (BMKG) is a non-ministerial government 
institution that has the main tasks and functions to 
carry out the tasks of carrying out government duties 
in the fields of Meteorology, Climatology, Air 
Quality and Geophysics in accordance with 
applicable laws. To carry out these tasks and 
functions, BMKG which is a central institution has 
operational offices in all regions in Indonesia. The 
majority of employees at BMKG offices are 
graduates of the College of Meteorology, 
Climatology and Geophysics (STMKG), which is an 
official school under BMKG. STMKG is a IV 
diploma school in the field of meteorology, 
climatology and geophysics which each graduate 
will be directly absorbed by BMKG. 

Before becoming STMKG in 2014 based on the 
Republic of Indonesia Presidential Regulation 
Number 35 of 2014, STMKG was named the 
Academy of Meteorology, Climatology and 
Geophysics (AMG). This change is in view of the 
demand for educated and professional human 
resources in the fields of meteorology, climatology 
and geophysics to provide the best service of 
information related to meteorology, climatology and 
geophysics to the Indonesian people, namely 
quickly, precisely, broadly, easily understood. 

The quality of human resources is indeed a very 
important capital in every line of life, especially 
development. Quality resources will certainly 
support the achievement of organizational goals to 
be able to work well according to mandated tasks 
and functions. 

The change in AMG to become STMKG 
certainly helped change how the output of graduates, 
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who had previously only been observers, is now an 
analyzer in the fields of meteorology, climatology 
and geophysics. Not only that, in terms of quality, it 
is also expected that high school graduates of 
diploma IV level are better than before who are only 
at diploma level III. 

Based on this background, the author tried to 
conduct research on how the quality of STMKG 
graduates was based on the assessment of the heads 
of BMKG offices throughout Indonesia where 
STMKG graduates worked. 

 

2 THEORICAL FRAMEWORK 

Karen Coffman and Katie Lutes explain that change 
management is a structured approach to help 
organizations and people to transition slowly but 
surely from the present to the desired situation. 
Changes are certainly very necessary to answer the 
challenges of the objectives and adjust the work 
requirements that will be done. Organizational 
change is of course intended for organizations to be 
able to survive on time which continues to grow 
rapidly and so that organizational goals can be 
achieved optimally. 

If previously as an academy with diploma level 
III, the school under BMKG was only able to issue 
graduates to become observers in the fields of 
meteorology, climatology and geophysics. Now with 
the transformation of organizations into high schools 
that also change parts including the structure of 
policy makers, learning curricula, and graduate 
graduation standards, of course this is indeed a need 
that must be fulfilled for the development of the 
service of the organization itself. 

3 RESEARCH METHOD 

The data in this study were obtained based on the 
distribution of questionnaires filled in by the Heads 
of UPT BMKG to STMKG graduates who had 
worked at each UPT throughout Indonesia. This 
questionnaire was filled out by the Heads of UPTs 
during the BMKG National Coordination Meeting 
on 25-28 April 2017 in Jakarta. 

STMKG graduates who assessed their 
performance were the last two graduates, namely 
2016 and 2017 STMKG graduates with the numbers 
presented in the table. 

There are twenty-eight items of questions in the 
graduate performance questionnaire which must be 
answered by the leaders of UPT BMKG throughout 

Indonesia. There are four assessment criteria to 
answer all questions in the questionnaire, namely (1) 
Less; (2) Enough; (3) Good; and (4) Very good with 
the symbols D, C, B, A respectively for these 
criteria. All twenty-eight questions were distributed 
into seven assessment categories with each 
assessment category consisting of four questions.  

These 7 categories are based on graduate 
standards as used by the National Accreditation 
Board of Higher Education, including: 
1. Integrity and Moral Ethics 
2. Main Competence 
3. English Language Ability 
4. Ability to Use Information Technology 
5. Communication Ability 
6. Team Cooperation 
7. Self Development 

The results obtained based on this research are 
then presented statistically analysed qualitatively 
with a case study approach to find out and 
understand management after organizational 
changes at STMKG, so that they can find answers to 
what happened, why it happened and how it was 
confirmed by Finlay and Ballinger Qualitative 
research is research that can answer why and how an 
event occurs. In addition, this research is expected to 
find a management system after organizational 
change. 

Analysis of data in qualitative research begins 
with preparing and organizing data, namely text data 
such as transcripts or image data such as photos for 
analysis, then reducing the data into themes through 
the coding and summarizing process and finally 
presenting data in the form of charts, tables or 
discussions. 

4 ANALYSIS 

Not all graduate performance questionnaires that are 
distributed get feedback from graduate users, in this 
case the leaders of upt bmkg throughout indonesia. 
Of the 349 graduates who will be assessed for their 
performance, only 251 graduates received feedback 
or only 71.92% with the details of each study 
program as follows. 
 
Table 1: Graduate Feedback for each study program 

No. Study Program 
Graduated 

Student 
Feedback Percent 

1 Meteorology 214 154 
71,96 

% 

2 Climatology 55 49 
89,09 

% 
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3 Geophysics 50 27 
54,00 

% 

4 Instrumentation 30 21 
70,00 

% 

  Total 349 251 
71,92 

% 

 
Table 2: Graduate Performance Evaluation Table 

Meteorology Applied Bachelor Program 

No. Type of Ability 

User Responses 

A B C D 

(%) (%) (%) (%) 

1 
Integrity and 
Moral Ethics 

29 63 7 1 

2 
Main 

Competence 
16 72 11 1 

3 
English 

Language 
Ability 

1 49 42 8 

4 
Ability to Use 
Information 
Technology 

25 71 4 0 

5 
Communication 

Ability 
14 74 11 1 

6 
Team 

Cooperation 
16 70 13 1 

7 
Self-

Development 
17 16 13 5 

 
Table 3: Graduate Performance Evaluation Table 
Climatology Applied Bachelor Program 

No. Type of Ability 

User Responses 

A B C D 

(%) (%) (%) (%) 

1 
Integrity and 
Moral Ethics 

39 54 5 1 

2 
Main 

Competence 
16 72 12 1 

3 
English Language 

Ability 
9 46 42 3 

4 
Ability to Use 
Information 
Technology 

35 58 7 0 

5 
Communication 

Ability 
25 61 14 1 

6 
Team 

Cooperation 
27 60 14 0 

7 
Self-

Development 
19 66 12 2 

 
Tabel 4 : Graduate Performance Evaluation Table 
Geophysics Applied Bachelor Program 

No. Type of Ability 
User Responses 

A B C D 
(%) (%) (%) (%) 

1 
Integrity and 
Moral Ethics 

38 59 3 0 

2 Main Competence 26 72 2 0 

3 
English Language 

Ability 
0 68 30 2 

4 
Ability to Use 
Information 
Technology 

44 54 1 1 

5 
Communication 

Ability 
10 90 0 0 

6 Team Cooperation 18 76 6 0 
7 Self-Development 32 65 3 0 

 
Tabel 5 : Graduate Performance Evaluation Table 
Instrumentation Applied Bachelor Program 

No. Type of Ability 

User Responses 

A B C D 

(%) (%) (%) (%) 

1 
Integrity and 
Moral Ethics 

46 42 12 0 

2 
Main 

Competence 
0 91 8 1 

3 
English 

Language 
Ability 

1 62 36 0 

4 
Ability to Use 
Information 
Technology 

39 61 0 0 

5 
Communication 

Ability 
26 69 10 0 

6 
Team 

Cooperation 
28 62 10 0 

7 
Self-

Development 
16 75 7 1 

 

5 RESULTS 

The percentage tables above show that the output of 
STMKG graduates in the four study programs 
currently working in all UPTs in Indonesia is 
considered to have good performance, even very 
good, based on the questionnaire submitted by 
graduate users in this case the head of the office 
concerned. 

The good performance provided includes seven 
aspects above which spread over 28 questions 
should reflect the quality of work of graduates in the 
field of meteorology, climatology and geophysics 
data to the community who previously only provided 
observational data when they graduated diploma III, 
so now has been able to provide observational data 
coupled with analysis and recommendations which 
of course is very beneficial for the organization and 
the wider community. 

6 CONCLUSIONS 

The organizational change from AMG to STMKG 
has certainly resulted in changes in terms of mindset, 
goals, work mechanisms, and expected output of the 
organization, which are better than before. Based on 
findings of this research, these changes had a 
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positive impact on BMKG because it managed to 
improve the quality of STMKG graduates in a 
sustainable manner. Such an improvement is evident 
from the increasing ability of STMKG graduates to 
complete and perform BMKG’s tasks and functions 
quickly, precisely, effectively, and efficiently so as 
to help improve its quality and performance. 
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Abstract: This study aims to analyze the effect of transformational leadership and organizational culture on innovation 
and employee performance at the Directorate General of Customs and Excise East Java I. The population of 
this study was employees of the East Java Customs Office I with a total of 317. The sample size in this 
study was determined through Slovin formula with a 5% margin error, so as to obtain a sample of 177 
employees. Quantitative analysis method using path analysis (Path Analysis), followed by partial hypothesis 
testing (t test) with alpha 5 percent (0.05). Before further analysis, the requirements test was carried out 
through normality and regression linearity. Analysis tools using SPSS version 22.0 for Windows. The 
results of the study show that transformational leadership, organizational culture, and innovation affect 
performance, transformational leadership and organizational culture influence innovation, and 
transformational leadership influences organizational culture. 

1 INTRODUCTION 

The development of a nation generally relies heavily 
on tax revenues, not least in Indonesia. With such 
conditions, the government work unit that is given 
the task and responsibility of collecting taxes has a 
very strategic position.   Directorate General of 
Customs and Excice, abbreviated as DJBC,  which 
has a role as state revenue from the import duty, 
customs duty and excise tax sectors, and tax 
collection in the framework of imports.   

 The duties, functions and roles of DJBC are very 
important and strategic for the Indonesian economy, 
especially in supporting the Indonesian economy. 
Role as a revenue collector is still the main 
performance measure for DJBC because Indonesia 
still relies on revenue from the tax sector to finance 
the state budget. 

Although the role of DJBC is not only as a 
collector of state revenue in the import duty, export 
duty and excise sector, but the role of revenue 
collector is the main role that is used as the Main 
Performance Indicator   in the performance of DJBC 

in general, including in vertical offices, namely 
offices area and office of customs and excise 
supervision and service. Each year the performance 
of the regional offices and the customs and excise 
service and supervision office is measured from the 
achievement of the targets set. 

According to Gibson, Ivancevich and Donnelly 
(2004), individual performance is the basis of 
organizational performance, which means a decrease 
in organizational performance can be caused by a 
decrease in the performance of employees, or 
conversely employee performance increases will 
result in increased organizational performance. 

One of the important pillars of institutional 
transformation in DJBC is the leadership factor. The 
Directorate General of Customs and Excise as a 
government agency that has strategic duties and 
functions that not only function as revenue collectors 
but also function as community protectors, trade 
failitation and support to the industry, of course 
requires effective leadership to carry out these 
functions. The concept of leadership developed in 
the phase of institutional transformation is a type or 
transformational leadership style. Transformational 
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leadership is used as teaching for leadership training 
in the Ministry of Finance. Through the 
transformational leadership training, it is expected 
that leaders or officials in DJBC will be 
transformative, which is characterized by the 
influence of idealism, inspirational motivation, 
intellectual stimuli, and wise individual 
considerations can encourage subordinates to show 
their best performance. This is in accordance with 
the results of research by Jyoti and Bhau (2016) and 
Jenewein and Schmitz (2007) which prove that 
transformational leadership influences performance. 

In addition, another factor that has become an 
emphasis in institutional transformation in DJBC  is 
organizational culture. When the organizational 
culture is conducive, reflecting behavior patterns, 
assumptions, norms, values, beliefs, and ways of 
acting that are believed, felt and carried out and 
agreed upon by members of the organization can 
also encourage performance improvement. This is in 
accordance with the results of Tobing and Syaiful's 
research (2016) which prove that organizational 
culture influences performance. 

In addition, other studies show that innovation in 
addition to influencing performance is also 
influenced by transformational leadership and 
organizational culture. As shown in the research of 
Park, Moon and Hyun (2014) and Nusair, Ababneh, 
and Bae (2012) that empirically transformational 
leadership has a positive and significant effect on 
innovation. Then the results of research by Nham, 
Pham, and Nguyen (2014), Yeşil and Kaya (2012), 
and Daher (2016)  show that organizational culture 
influences innovation. In addition, organizational 
culture besides influencing performance and 
innovation is also influenced by transformational 
leadership. As shown in the research of Aydogdu 
and Asikgil (2011), Al-Sardieh (2012) and Mukhtar 
et. al (2016) that transformational leadership 
influences organizational culture. 

 

2 THEORICAL FRAMEWORK 

Performance 
According to Catherine (2009) performance can be 
interpreted from two perspectives, namely 
performance as behavior and results. Performance as 
a behavior, among others, is defined by Rotundo and 
Sackett in Catherine (2009) as follows, job 
performance typically conceptualized as actions and 
behaviors that are under the control of the individual 
that contributes to the goals of the organization. 
Performance is usually conceptualized as actions 

and behaviors that are under the control of 
individuals who contribute to organizational goals. 

Brumbrach as quoted by Armstrong (2009) states 
that performance means both behaviors and results. 
Behavior emanates from the performer and 
transform performance from abstraction to action. 
Not just the instruments for results, but also the 
results of their own right - the product of mental and 
physical effort, applied to tasks - and can be judged 
apart from results. 

According to Wibowo (2009) performance is the 
result of work or work performance. Yuniarsih and 
Suwatno (2008) also suggest that performance is a 
real achievement that is displayed by someone after 
the person in charge performs their duties and roles 
in the organization. While Sutrisno (2011) argues 
that employee performance is an achievement that is 
obtained by someone in carrying out a task. 

  
Transformational Leadership 
Every organization needs leadership. This urgency is 
related to the strategic position of leadership for the 
dynamics and survival of the organization. One 
leadership style that is very popular today is 
transformational leadership. According to Kinicki 
and Kreitner (2008) the transformational leadership 
model generates significant organizational changes 
because this form of leadership emphasizes a higher 
level of intrinsic motivation, trust, commitment and 
loyalty from subordinates. 

For Bateman and Snell (2015) in 
transformational leadership, leaders who motivate 
people to transcend their personal interests for the 
good of the group. The same was stated by 
Ivancevich et. al (2014) that transformational leaders 
are able to influence others by using charisma, 
paying attention, to followers, and stimulating 
others. Transformational leaders are able to 
influence others by using charisma, paying attention 
to followers, and stimulating others. 

According to Bass, transformational leadership 
can be interpreted as Transformational leadership 
describing such leaders as change agents that are 
elicit and transform followers ’beliefs, attitudes and 
motivations. These leaders provide vision and 
develop emotional relationships with their followers, 
increase the latter's consciousness and higher goals, 
above their own interests (Cavazotte, Flávia., 
Moreno, Valter., And Bernardo, Jane., 2013). Bass 
further explained in different literature that 
transformational leadership is transformational 
leadership emphasizes charisma, individualized 
consideration, and intellectual stimulation 
(Champoux, Joseph E., 2011). 
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Organizational culture 
Culture consists of unwritten rules and represents the 
emotional side of the organization. Everyone who 
participates in culture but culture generally 
processes are not realized by everyone. 
Organizations are aware of culture when they try to 
implement new and different strategies or programs 
that are contrary to fundamental cultural norms and 
values. According to Daft, and Schneider that 
organizational culture provides cohesiveness and 
coherence inside the organization and resembles it to 
"glue" which brings and holds people together. This 
understanding implies that organizational culture 
provides coherence and coherence within the 
organization and equates it with the "glue" that 
brings and unites people (Zeyada, Mustafa., 2018). 

Luthan (2011) defines organizational culture as 
Who is probably most closely associated with the 
study of organizational culture, defining it as a basis 
for assumptions that are discovered, discovered, and 
developed by a group of people. adaptation and 
internal integration that has worked well enough to 
be considered valuable and therefore to be taught to 
new members as well as to perceive, think and feel 
in relation to those problems. 

Schein as quoted by McShane and Von Glinow 
(2015) states that organizational culture consists of 
three main elements. First, artifacts, which consist of 
stories / legends, rituals / ceremonies, organizational 
language, and physical structure. Second, shared 
values, including realized trust and evaluation of 
what is good and bad, right or wrong. Third, shared 
assumptions, consisting of unconsciousness (pre-
existing perceptions or beliefs), and ideal mental 
models. This means that the organizational culture 
must at least include artifacts, shared values, and 
shared assumptions. From this it appears that 
organizational culture is very thick element of 
togetherness. 

  
Innovation 
According to Ireland, Hoskisson and Hitt (2011), 
innovation is the process of creating a commercial 
product from invention. On the other hand Montalvo 
argues that innovation is a well-recognised 
determinant of growth in firms, regions and in the 
economy as a whole, although explaining why (and 
how) firms innovate remains a challenge for 
academics and practitioners alike (Lenihan, Helena., 
and McGuirk, Helen, 2014). 

According to Kreitner and Knicky that 
Innovation creation of new things that are used by 
consumers. Innovation is to create new things based 
on desire users. So it also according to scemerhorn. 
"Innovation is the process of creating new ideas and 
putting them into practice. Schermerhorn (2010) also 
said, "innovation is the process of taking a new idea 

and putting it into practice." Innovation is the 
process of taking new ideas and putting them into 
practice. . Along with this, Certo and Certo (2009) 
stated that "innovation is the process of applying 
new ideas for improvement of organizational 
processes, products, or services." 

In addition, Ahmed and Shepherd (2010) say, 
innovation is a source of advancement and 
development. Further explained, innovation as 
creation (invention): the focus is on resources 
(people, time and money) to invent or develop a new 
product, service, new way of doing things, a new 
way of thinking about things. While Schumpeter 
defines innovation as innovation is described as the 
engine of growth and carrying out new combinations 
of productive means. "creative destruction. While 
Roper et al., mentions while firms rely on diverse 
sources of knowledge including horizontal, 
backward, forward and in-house linkages for 
innovation (Lenihan and McGuirk, 2014). 

Then Robbins and Coulter (2016) signal creative 
innovation ideas and turning them into useful 
products or work methods. This understanding can 
be interpreted that innovation takes creative ideas 
and turns them into useful products or new work 
methods. 
  
Conceptual Framework 
The research framework can be described in Figure 
1, as follows: 
 
 
 
 
 
 
 
 
 
 
 
 

Figure 1: Conceptual Framework 
 
The research hypothesis are : 
1. Transformational leadership influences 

performance. 
2. Organizational culture influences performance. 
3. Innovation affects performance. 
4. Transformational leadership influences 

innovation. 
5. Organizational culture influences innovation. 
6. Transformational leadership influences 

organizational culture. 
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3 RESEARCH METHOD 

The unit of analysis of this study was employees of 
the East Java Customs Office I, with a sample of 177 
respondents. The research approach used in this 
study is a quantitative approach using Path Analysis. 
This analysis is a development of the regression 
equation, which is one option in order to study the 
dependence of a number of variables in the model. 
This analysis is a good method to explain if there is 
a large set of data to analyze and look for a causal 
relationship. Path analysis is one of the analytical 
tools developed by (Dillon and Goldstein in Ali, H 
and Limakrisna, N, 2013). Wright developed a 
method to find out the direct and indirect effects of a 
variable, where there are variables that exogenous 
variables and endogenous variables. 

The path diagram above consists of three sub-
structures with three equations, where X1 and X2 
are exogenous variables (exogenous) which are 
variables that have no explicit cause, this variable 
functions as an independent variable / cause for the 
following sequence variables Y and Z as 
endogenous variables (endogenous). Before the 
analysis, a questionnaire instrument test was carried 
out with validity and reliability testing, and a 
requirement test was carried out through normality 
and linearity tests. 

4 ANALYSIS 

Before stepping into testing hypotheses, it must first 
go through calculation analysis requirements. 
Testing the analysis requirements used consisted of 
two types, namely the normality test, and the 
linearity test.   
From the results of the Liliefors, it shows that there 
is no Lcount value greater than Ltable, so it can be 
concluded that the estimated error originates from a 
population that is normally distributed. While   the 
test of regression significance and linearity   shows 
that the F-count value is greater than Ftable, so it can 
be concluded that all regression equations are linear. 
 To answer the objectives in this study, the main 
structure in the research model was broken down 
into three sub-structures, as follows :  
1). Y = 0,241.X1 + 0,318.X2 + 0,366.X3 + 0,31. 
2). X3 = 0,367.X1 + 0,447.X2 + 0,43. 
3). X2 = 0,715.X1  + 0,49. 
Where to answer goals 1, 2, and 3 with the first sub-
structure, to answer the objectives 4 and 5 by using 

the second sub-structure, and to answer goal 6 using 
the third sub-structure.  
The value of  cooficient of determination (R2) 
shows 0,69. This means that transformational 
leadership, organizational culture and innovation 
contribute to performance as big as  69%. Based on 
the results of the analysis of determination there are 
still many factors that influence performance, such 
as the researchs had been conducted by Aima, H., & 
Ali, H. (2017), Ansori, A., & Ali, H. (2017), 
Riyanto, S., Sutrisno, A., & Ali, H (2017) and Ali H. 
& Syailendra, Y. (2013), therefore further research 
is needed. 

The following is the SPSS output of the three 
structures summarized in the following table. 
 

Table 1: SPSS Output Three Sub Structures 

Model 
Unstandardized 
Coefficients Beta t Sig. 

B Std.Error
X1 – Y .334 .090 .241 3.701 .000
X2 – Y .352 .074 .318 4.722 .000
X3 – Y .338 .060 .366 5.653 .000
X1 – X3 .549 .106 .367 5.154 .000
X2 – X3 .535 .085 .447 6.277 .000
X1 – X2 .894 .066 .715 13.529 .000

 
Path Analysis Results 
The output results above are included in the 
structural equation image as follows: 
 

 
Figure 2: Hypothetic Model along with Path 
Coefficient Value 
 
The results of the influence analysis between 
variables are as follows: 
1. Effect of Transformational Leadership (X1) 

on Performance (Y). 
Based on the calculation results obtained the path 
coefficient of the direct effect of transformational 
leadership (X1) on performance (Y) is P41 = 0.241. 
The path coefficient value shows that the direct 
effect of transformational leadership (X1) on 
performance (Y) is 0.241. The path coefficients 
obtained are positive, so that the effect is directly 
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proportional, meaning that the higher or better the 
level of transformational leadership will improve 
performance. The value of tcount obtained is 3.701, 
while the value of ttable for dk = 177 at  = 0.05 is 
1.653. tcount > ttable, then Ho is rejected and H1 is 
accepted. This means that transformational 
leadership has a positive and significant direct effect 
on performance. 
2. Effect of Organizational Culture (X2) on 

Performance (Y). 
From the calculation shows the path coefficient of 
the influence of organizational culture (X2) on 
performance (Y) is P42 = 0.318. The path 
coefficient value shows that the direct effect of the 
variable organizational culture (X2) on performance 
(Y) is 0.318. Positive path coefficients prove that 
improving organizational culture will lead to 
improved performance. While the value of tcount 
obtained is 4.722, and the value of ttable for dk = 
177 at  = 0.05 is 1.653. tcount > ttable which 
means Ho is rejected and H1 is accepted. This 
means that organizational culture has a positive and 
significant direct effect on performance. 
 
3. Effect of Innovation (X3) on Performance (Y) 
Based on the calculation of the path coefficient for 
the direct effect of innovation on performance (P43) 
coefficient = 0.366. The path coefficient value 
shows that the direct effect of the innovation 
variable (X3) on performance (Y) is 0.366. The 
obtained path coefficient is positive, which shows 
the understanding that increasing innovation will be 
followed by increased performance. The tcount 
obtained is 5.653 and the t-value for dk = 177 at  = 
0.05 is 1.653. The tcount > ttable carries the 
meaning that Ho is rejected and H1 is accepted. This 
means that innovation has a positive and significant 
direct effect on performance. 
 
4. Effect of Transformational Leadership (X1) 

on Innovation (X3). 
Calculation of the path coefficient for the direct 
effect of transformational leadership (X1) on 
innovation (X3) is P31 coefficient = 0.367. The path 
coefficient value shows that the direct effect of 
transformational leadership (X1) on innovation (X3) 
is 0.367. The path coefficient obtained is positive, 
which shows the understanding that increasing 
transformational leadership will be followed by 
increased innovation. While the tcount obtained is 
5.154 and the t-value for dk = 177 at  = 0.05 is 
1.653. 
 

5. Effect of Organizational Culture (X2) on 
Innovation (X3). 

Based on the calculation of the path coefficient 
shows the path coefficient direct effect of 
organizational culture on innovation (P32) = 0.447. 
The path coefficient value shows that the direct 
effect of the variable organizational culture (X2) on 
innovation (X3) is 0.447. The path coefficient 
obtained is positive, which means that the increase 
in organizational culture will be followed by an 
increase in innovation. While the value of tcount 
obtained is 6.277, and the value of t¬ for dk = 177 at 

 = 0.05 is 1.653. tcount > ttable, so H0 is rejected 
and H1 is accepted. This implies that organizational 
culture has a positive and significant direct effect on 
innovation. 
 
6. Effect of Transformational Leadership on 

Organizational Culture 
Based on the calculation of the path coefficient of 
the influence of transformational leadership on 
organizational culture (P21) the value = 0.715 was 
obtained. The path coefficient value shows that the 
direct effect of transformational leadership (X1) on 
organizational culture (X2) is 0.715. The path 
coefficient is positive which means that the 
improvement of transformational leadership will 
have an impact on improving organizational culture. 
The tcount obtained is 13,529, and the t-value for dk 
= 177 at 177 = 0.05 is 1,653. tcount > ttable which 
means Ho is rejected and H1 is accepted. This 
implies that transformational leadership has a 
positive and significant direct effect on 
organizational culture. 

5 DISCUSSION 

From the results of the interpretation of the data 
above, it can be discussed that: 

 
1. Effect of Transformational Leadership on 

Performance 
The results of this study indicate that 
transformational leadership has a positive and 
significant direct effect on performance. This finding 
is understandable because in the dynamics of 
organizational life, including government 
organizations, transformational leadership has an 
important and vital role in encouraging employee 
performance improvement, including goods 
inspection staff at the Kantor Wilayah Direktorat 
Jenderal Bea dan Cukai Jawa Timur I. Research 
results of Gooty et al (2009 ) and Biswas (2012) also 
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show that transformational leadership has a positive 
effect on performance. This means that the results of 
this study support and confirm the results of 
previous studies that transformational leadership has 
a positive effect on performance with the location 
and object of research on goods inspectors in 
government organizations, especially the Kantor 
Wilayah Direktorat Jenderal Bea dan Cukai Jawa 
Timur I. 

 
2. Effect of Organizational Culture on 

Performance 
The results of this study have shown that 
organizational culture has a positive and significant 
direct effect on performance. This emphasizes the 
meaning that organizational culture has a vital role 
for the advancement of organizational members 
(employees) and organizations, including 
government organizations, especially the Kantor 
Wilayah Bea Cukai  Jawa Timur I. The results of 
this study show the same results as the research 
conducted by Nikpour (2017 ) which shows that 
organizational culture influences performance, with 
research settings on employees examining 
government organizations, especially the Kantor 
Wilayah Bea Cukai  Jawa Timur I. However, 
compared to these previous studies, the results of 
this study have differences in the scope of 
performance variables. In the Nikpour study the 
scope is an organization, while in this study the 
scope is individual. In this research perspective, 
individual performance is predisposed to 
organizational performance, as constrained by 
Gibson et al (2009) that individual performance is 
the basis of organizational performance. 

 
3. Effect of Innovation on Performance 
The results of this study also show that innovation 
has a positive and significant direct effect on 
performance. This finding is easy to understand, 
because innovation has now become a necessity and 
has become part of modern organizations, including 
government organizations, especially the Kantor 
Wilayah Direktorat Jenderal Bea dan Cukai Jawa 
Timur I. The results of research by Marques and 
Ferreira (2009), and Omri (2015), provide support 
for this research. And the research of Tantayanubutr 
and Panjakajornsak (2017) also shows that 
innovation influences business performance. This 
means that the results of this study support and 
confirm the results of previous studies that 
innovation has a positive effect on performance with 
research settings on employees examining 
government organizations, especially the Kantor 

Wilayah Direktorat Jenderal Bea dan Cukai Jawa 
Timur I. 

 
4. Effect of Transformational Leadership on 

Innovation. 
The results of this study also show that 
transformational leadership influences innovation. 
This finding is also understandable. 
Transformational leadership is a person's ability to 
influence, motivate, manage activities and 
interactions between individuals, and enable others 
to build a vision and confidence so that they can 
contribute to the achievement of organizational 
goals, through the influence of idealism, 
inspirational motivation, intellectual stimuli, and 
individual considerations. The results of Park's 
research, Moon and Hyun (2014) and Nusair, 
Ababneh, and Bae (2012) also show that leadership 
influences innovative behavior. This means that the 
results of this study support and confirm the results 
of previous studies that transformational leadership 
has a positive effect on employee innovation with 
research settings on employees examining 
government organizations, especially the Direktorat 
Jenderal Bea dan Cukai. 

 
5. Effect of Organizational Culture on 

Innovation 
The results of this study also show that 
organizational culture has a positive and significant 
direct effect on innovation. This finding shows the 
vitality of organizational culture for employee 
innovations, including employees of auditors at the 
Kantor Wilayah Direktorat Jenderal Bea dan Cukai 
Jawa Timur I. Results of research by Nham, Pham, 
and Nguyen (2014), Yeşil and Kaya (2012), and 
Daher (2016) also prove that the organizational 
culture is related to innovation. This means that the 
results of this study support and confirm the results 
of previous studies that organizational culture has a 
positive effect on innovation with research settings 
on employees examining government organizations, 
especially the Direktorat Jenderal Bea dan Cukai. 

 
6. Effect of Transformational Leadership on 

Organizational Culture 
The results of this study also show that 
transformational leadership has a positive and 
significant effect on the culture of organization. This 
condition confirms the meaning that 
transformational leadership is not only important for 
improving employee performance and innovation, 
but also vital for building organizational culture. The 
results of Aydogdu and Asikgil (2011) and Al-
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Sardieh (2012) research also prove that 
transformational leadership has an influence on 
organizational culture. Thus, the results of this study 
support and confirm the results of previous studies 
that transformational leadership has a positive effect 
on organizational culture with research settings on 
employees examining government organizations, 
especially the Direktorat Jenderal Bea dan Cukai. 

6 CONCLUSIONS 

Based on the results and discussion, the conclusions 
of this study are: 
1. Transformational leadership has a positive and 

significant direct effect on performance. This 
finding shows that the improvement of 
transformational leadership at the leadership 
level in the work area of the Kantor Wilayah 
Bea Cukai Jawa Timur I, can improve the 
performance of goods inspection staff in the 
Kantor Wilayah Bea Cukai Jawa Timur I. 

2. Organizational culture has a positive and 
significant direct effect on performance. This 
finding shows that the improvement of 
organizational culture in the work environment 
at the Kantor Wilayah Bea Cukai Jawa Timur I 
can improve the performance of goods 
inspection staff in the Kantor Wilayah Bea 
Cukai Jawa Timur I. 

3. Innovation has a positive and significant direct 
effect on performance. This finding shows that 
improvements in innovation in the work 
environment of the Kantor Wilayah Bea Cukai 
Jawa Timur I can improve the performance of 
goods inspectors at the Kantor Wilayah Bea 
Cukai Jawa Timur I. 

4. Transformational leadership has a positive and 
very significant direct effect on innovation. This 
finding shows that the improvement of 
transformational leadership at the leadership 
level in the work area of the Kantor Wilayah 
Bea Cukai Jawa Timur I can increase the 
innovation of goods inspectors at the Regional 
Office of the Directorate General of Customs 
and Excise at the Kantor Wilayah Bea Cukai 
Jawa Timur I. 

5. Organizational culture has a positive and very 
significant direct effect on innovation. This 
finding shows that the improvement of 
organizational culture in the Kantor Wilayah 
Bea Cukai Jawa Timur I can increase the 
innovation of goods inspectors in the Kantor 
Wilayah Bea Cukai Jawa Timur I. 

6. Transformational leadership has a positive and 
very significant direct effect on organizational 
culture. This finding shows that the 
improvement of transformational leadership at 
the leadership level in the working area of the 
Kantor Wilayah Bea Cukai Jawa Timur I can 
create organizational culture conducivity in the 
Kantor Wilayah Bea Cukai Jawa Timur I. 
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Abstract: This literature research aims to determine the relevance between the development of information technology 
and the existence of human resources as a key in a company. The research was carried out by observing 
several scientific articles that developed until 2018. The scientific articles were divided into two topics, 
namely industrial revolution 4.0 and employee engagement. Search results on several articles indicate that 
employee engagements refer to individual attitudes and behaviors that are significantly influenced by 
several factors. Furthermore, employee engagement also affects productivity, performance, and profitability. 
In other words, employee engagements determine the success of the company. On the other hand, the 4.0 
industrial revolution that combines physical devices with information technology through the internet of 
things and the internet of people has the potential to reduce employee interaction with the company's 
internal environment, such as the interaction between employees, employee interaction with leaders. The 
use of mobile technology connected to the internet allows employees to work from outside the company so 
as to reduce face-to-face communication. Based on the factors that influence employee engagement 
associated with internet technology, the potential to influence employee engagement is inversely 
proportional. 

1 INTRODUCTION 

The development of information technology, 
especially the internet has led the industry to an 
increasingly competitive situation. Efficiency in the 
use of resources and effectiveness in achieving 
company goals are two things that are increasingly 
preferred. The use of machines (physical devices) as 
part of the previous industrial revolution, faced 
challenges from the development of internet 
technology. Cisco Systems predicts that in 2014 
there are 21.1 billion internet-connected devices, and 
will reach 50 billion by 2020. Cisco systems also 
estimate that there are 1.5 trillion devices in physical 
form, the future 99% of these physical objects will 
be part of a network (Greengard, 2015, p. 14). While 
Gartner predicts in 2020, IoT (Internet of Things) 
will reach 26 billion (I. Lee & Lee, 2015). Other 
reports show the use of robots in 1000 workers in 
the USA, Europe, China, and Asia. The USA and 
Europe show a lot of robot usage compared to China 
and Asia. In Europe, German countries are the 
countries that use the most robots. China and Asia 
show the use of robots which is relatively slower, 

until 2015. And the industry that uses robots most is 
automotive (Chiacchio, Petropoulos, & Pichler, 
2018). 

The use of physical equipment as developed at 
this time is artificial intelligence is part of the 
production process, giving consequences for the 
existence of human resources (employees). As a 
company resource, employee behavior is something 
more complex than machines or other assets (King, 
2017). So that the existence of employees makes it 
an important resource, and in the current global era, 
companies will compete to get employees who have 
the skills, knowledge, and abilities that will become 
the company's assets in the long run. Information 
technology currently allows employees to be able to 
freely move anywhere and at any time by staying 
connected to the company (Gilchrist, 2016, p. 236). 
Thus employees cannot always come to the office 
during working hours. 

The industrial revolution era 4.0 will 
significantly affect work relationships such as 
purchasing, production, automation and overall 
processes of the company (Prifti, Knigge, 
Kienegger, & Krcmar, 2017). Industry 4.0 directs 
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interaction not only between humans, or humans and 
machines, but also in machine interactions with 
machines (Roblek, Meško, & Krapež, 2016). This 
shows the emergence of technology in the form of 
artificial intelligence that can replace humans in 
creating value, through information and 
communication technology. IoT, IoP, IoS, make the 
industry become dependent on its ability to use 
internet technology. The trend of ICT development 
directs the industry to the potential for efficiency 
and effectiveness more effectively with its ability to 
manage large amounts of data today. Artificial 
intelligence will ultimately reduce employee 
involvement in the production process. 

Thus the industrial revolution indicates that 
human involvement is increasingly reduced in the 
production process (Wyrwicka & Mrugalska, 2018) 
and affects the labor market (Sandrine Kergroach, 
2017). The development of ICT in the I4.0 era 
changed the dominating industrial environment in 
I3.0, namely automation and computerization. I4.0 
forms a new environment such as the need for 
workers with ICT mastery qualifications, legal 
instruments, data security, and infrastructure to 
support ICT. Upward integration, downward 
integration and horizontal integration in internet 
usage makes the industrial environment more 
competitive and promises more definite 
sustainability, and makes it a smart company. 
However, expertise, knowledge, and abilities are not 
enough to support the company's performance in the 
long run. Need other factors of human resources, 
which are greater which can contribute to the 
company in the long term, namely the engagement 
of employees. A big challenge for managers of 
human resources to get, and maintenance workers 
who have the ability to use ICT in the midst of the 
lack of employee interaction with employees, the 
lack of interaction between employees and leaders. 

2 THEORICAL FRAMEWORK 

There is certainly no agreement on the definition of 
the industrial revolution. One definition of an 
industrial revolution is a period of time in which 
work that was initially started and completed at the 
factory, can then be started and completed at home 
(Liao, Loures, Deschamps, Brezinski, & Venncncio, 
2018). This definition shows a process that allows 
industry can carry out the operational efficiency of 
the company. This shift requires the existence of a 
media or technology that allows employees to 
remain connected to the office or by machine. 

Another definition is that the industrial revolution is 
the stage of the transition of economic development 
from domestic to the manufacturing model 
(Unyimadu, 1989). In the next development, with 
the emergence of the term industrial revolution 4.0, 
the definition of the industrial revolution shifted 
towards the use of information technology and the 
interconnection of various things. Thus the 
definition of the industrial revolution will continue 
to evolve following the development of technology 
in the future. There is at least a characteristic of an 
industrial revolution, namely a big change that has a 
significant impact on many things. 

The development of internet technology 
continues to experience development, which in the 
21st century is followed by the development of 
artificial intelligence, the need, and availability of 
large data and connectivity of technology users 
(Roblek et al., 2016). The industrial revolution since 
its inception, became an intense debate and 
controversy among academics and practitioners 
(Bertola & Teunissen, 2018; M. Lee et al., 2018). 
Industrial revolution 4.0 begins with the industrial 
revolution of 3.0, 2.0 and 1.0. The Industrial 
Revolution 1.0 was marked by significant changes in 
manufacturing, agriculture, transportation and 
technology that changed the socio-economic and 
cultural conditions. The steam engine began the 
industrial revolution 1.0 in the 18th century 
(Wyrwicka & Mrugalska, 2018) so that the 
manufacturing sector was able to carry out mass 
production. The second stage of the industrial 
revolution (Industry 2.0) shows the development of 
technology for industry, especially steel technology, 
electricity which triggers the emergence of 
telephone, cars, aircraft followed by a demand for 
labor that has expertise in steam engines (Chin, 
Juhn, & Thompson, 2004). Industry 3.0 can be said 
to be a digital era that changes the way people 
communicate, business people and other 
practitioners who utilize the results of digital 
technology, that is contemporary (Zeng, 2016). The 
use of this technology has greatly changed the 
industry where there is a shift in the use of labor 
towards the use of machinery. Information 
technology in the industrial era 3.0 allows humans to 
find data, share data with others to improve their 
lives (Fitzsimmons, 1994). 

The first 4.0 industrial revolution in 2011 by the 
German government with a view to creating 
efficiency, flexible production, individual 
production through the complete decentralization of 
production supervision and digital supervision (Prifti 
et al., 2017). I4.0 is also called an intelligent factory, 
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where physical form and decentralization of decision 
making can be developed (Morrar & Arman, 2017). 

One of the characteristics of the industrial 
revolution 4.0 (I4.0) is connectivity and 
digitalization which forms a wide network with large 
data usage. Transformations in information and 
communication technology (ICT) in industrial 
systems are key in the fourth industrial revolution 
(Karabegović, 2017). Other characteristics of I4.0 
are full automation and the process of digitizing the 
manufacturing and service sectors through the use of 
information and electronic technology (Roblek et al., 
2016). I4.0 can also be called the name of the digital 
revolution where the line between physical objects 
and the digital field becomes vague, as a result of the 
physical transformation to digital (Soares & 
Kauffman, 2018). The digital transformation allows 
humans to connect with machines, machines with 
machines (M2M) and current human connections, 
known as the Internet of things (IoT) and the internet 
of people (IoP). However, the concept of I4.0 is not 
fully known and widely understood by business 
people. Based on Fernandez's (2017) research, I4.0 
is only understood by the middle management level 
and upper management level. 

The benefits of the development of information 
technology and communication through the internet 
of things include the support and stabilization of a 
simpler production environment, where employee 
involvement becomes less. With the availability of 
large data, the computational model with statistics 
can help in designing the next framework (Wagner, 
Herrmann, & Thiede, 2017). 

Every company expects and will continue to 
look for employees who are able to contribute 
maximally to the company, especially when the 
employee has high competence and competitiveness. 
This high competency and competitiveness is an 
asset for the company. Thus obtaining and 
maintaining these employees is important for the 
company because one of the competitiveness of the 
company is determined by the competence and 
competitiveness of its employees. There are four 
main elements of the human resource management 
strategy model, namely: competitive strategy, 
employee behavioral needs that are linked to 
company strategy, employee behavior that is 
connected with competitive strategies, and human 
resource management practices (Schuler & E. 
Jackson, 2014). Among the employees' behavior that 
the company needs are the employee engagement. 
the term employee engagement appears as a big 
challenge like management in the workplace 
(Osborne & Hammoud, 2017).  

Employee engagement in Holbeche (2012, p. 7) 
is a feeling of the characteristics of commitment, 
desire, and energy that can bring employees to the 
highest level. Meanwhile, Thomas (2009, p. 11) 
defines employee engagement more simply, that 
employee engagement is a degree that shows a 
person's activity in his work. These two definitions 
show that the employee's engagement is in someone 
with whom the employee becomes more potent and 
does what he or she desires. There are three things 
related to employee engagement, namely that the 
employee's engagement involves commitment, 
dedication, and loyalty to the organization, to 
coworkers and to their supervisors (Marciano, 2010, 
p. 40). The difference between Marciano's definition 
and the other is the object of the employee 
engagement. 

Other authors say that employee engagements 
have three sides, namely first intellectual 
engagement, shown by thinking hard about their 
work and thinking how to do their work better. Both 
affective engagements, positive feelings in doing 
their work, and third social engagements, actively 
engage in discussions with others in the workplace 
(Armstrong & Taylor, 2014, p. 194). Kahn's 
statement means that the employee engagement to 
the use of members of the organization for their own 
work roles is manifested in the form of physical, 
cognitive and emotional involvement in their work. 
Referring to Crawford, Armstrong said that to be 
able to bring up the employee engagement, first need 
to understand several things, namely: job challenges, 
autonomy, using different skills, feedback, 
suitability, opportunities to develop, appreciation 
and recognition (Armstrong & Taylor, 2014, p. 230). 

The definition means that employee engagement 
is a degree of involvement of an employee in his 
work and is strongly committed to his work and 
company (Noe, Hollenbeck, Gerhart, & Wright, 
2011, p. 277). From Noe's definition of employee 
engagement at least two things, namely over-
involvement and high commitment. Albrecht (2010, 
p. 4) says that employee engagement as an 
individual feeling aims and focuses on energy in the 
form of personal initiative, adaptability, and 
perseverance in achieving organizational goals. 
Albrecht's employee engagement is a reflection of 
motivation in the form of a high willingness to focus 
on investing in an effort to achieve organizational 
goals and success. This is similar to what Schaufeli 
et al stated in Albrecht (2010, p. 75). Shaufeli's 
statement can mean that engagement is a psychology 
statement that has cognitive components and 
affective components. A positive state of mind 
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characterized by enthusiasm, dedication, and 
integration. From these two definitions, it can be 
concluded that the engagement of the employee 
involves the positive impulse that arises from the 
individual, with that, the individual is able to do his 
work voluntarily. 

Other authors divide employee engagements into 
two parts: physical energy and behavioral energy. 
As physical energy shows the desire to go further 
into the company/organization, struggle, merge with 
the organization, focus and feel want to be involved. 
As behavioral energy, employee engagements can be 
observed from their behavior within the 
organization, that employees who have an 
engagement to the organization can think and work 
actively, and continue to look for opportunities to 
achieve organizational goals; Employees who are 
bound by their organization, not only rely on the job 
description of their work but focus on achieving 
goals for organizational success; Employees who are 
tied to the organization are looking for methods to 
develop their expertise, to enhance their role in the 
organization and to achieve the company's mission; 
Employee engagement is also evident from 
employee behavior towards change. Employees who 
have high engagements can easily adapt to 
organizational changes (Macey, 2009, p. 9). 
Meanwhile, the employee's engagement is an energy 
spirit of employees to provide the best to the 
organization to serve customers. This concerns the 
willingness and ability of employees to provide 
business on the basis of their own ideas to help the 
success of the organization. The employee's 
engagement focuses on the relationship between 
employee engagement and service to customers. 
Where the degree of engagement of employees can 
affect the quality of service of the employee 
concerned to the customer (Cook, 2008, p. 3). 

Employee engagement shows the level of 
commitment and employee involvement in the 
company which is related to a variety of positive 
activities produced by the company such as 
customer loyalty, productivity, profitability and 
labor turnover (Agarwal, 2017). Every company, 
every industry, and every country has different 
determinants of employee engagement. There are at 
least three determinants of employee engagement, 
namely leadership, job value, and opportunities for 
growth (Agarwal, 2017). Differences in these 
determinants lead to differences in perspectives on 
employee engagements so that the definition of 
employee engagement varies (Ahlowalia, 2014; 
Kamau & Sma, 2016). However, some academics 
attribute employee engagement as an individual 

reflection of employees to what they feel while 
working. Explanation of employee engagements 
according to Khan that employee engagement refers 
to three aspects namely cognitive engagement, 
emotional engagement and physical engagement 
(Guest, 2014). Cognitive engagements include 
aspects of trust and perspective on the organization, 
and its leaders and organizational environment. 
Emotional engagement shows employees' feelings 
about the organization, leaders and the environment 
that can lead to positive behavior or negative 
behavior. Physical engagement shows the energy 
that encourages employees to complete their work 
(Ahlowalia, 2014). 

Based on research (Jena, Pradhan, & Panigrahy, 
2018; Kamau & Sma, 2016; Kavya & Padmavathy, 
2017) shows that employee engagements are factors 
that influence the direct and indirect employee 
engagement, including talent management. 
Employees with a high level of engagement will 
show hopeful behavior, maintain interpersonal 
relationships and show high performance. 

3 RESEARCH METHOD 

This article is a review of the theme of employee 
engagement, where the explanation is carried out 
descriptively. Some articles and theoretical concepts 
are used to be able to find the relationship between 
industrial revolution 4.0 and the employees 
engagement which is then analyzed the influence of 
the industrial revolution on employee engagement. 

4 ANALYSIS 

Based on research conducted by the Gallup 
Management Journal, shows that only 29% of 
employees are actively involved with their work, 
54% are not tied to their work and 17% are actively 
not tied to their work. Likewise, the Hewit 
Associates study showed that companies with high 
levels of employee engagement showed a 19% share 
gain above the average in 2009. While companies 
with a low level of engagement gave a share benefit 
of 44% below the average. Gallup's 2008 study, 
when the financial crisis occurred in the United 
States, also showed that companies that were highly 
engagement were better able to survive. Wharton 
Business School, shows that employees with high 
levels of satisfaction encourage profitability for a 
long time (Zenoff, 2012, pp. 5–6). 
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In Stephanie and Gustomo's research delivered 
in 2014 at the 6th International Conference on 
Innovation, Entrepreneurs and Small Businesses, 
concluded that the average employee engagement 
score was a score of 3.36 out of 5. Three factors that 
influence employee engagement are welfare, career 
and social support and work motivation. Employees 
who have a high level of engagement to their 
organization or company provide their potential for 
the success of their organization or company 
(Stephanie & Gustomo, 2015). Maniam said that 
employee engagements have potentially related to 
the company's continuity and profitability 
(Kaliannan & Adjovu, 2015). From what Maniam 
said, it can be said that either directly or indirectly, 
employee engagement encourages employees to 
behave effectively and efficiently which will 
encourage an increase in company profits and the 
continuity of the company. Kazimoto's (2016) 
research results show evidence that employee 
engagement has a correlation with organizational 
performance. Thus the employee engagement 
becomes very important in improving the 
performance and continuity of the organization or 
company through effective and efficient behavior in 
generating profit (profit). Likewise, Georgiades 
(2015, p. 9) that in terms of organizational change, 
employee engagement is a very important thing in 
achieving organizational change success. 

Several other studies show that there are 
significant effects of several variables on employee 
engagements. including job satisfaction (Abraham, 
2012; Bin, 2015; Taghipour & Dezfuli, 2013), 
organizational culture (Jaghargh, Ghorbanpanah, 
Nabavi, Saboordavoodian, & Farvardin, 2012; Jiony, 
Tanakinjal, Gom, & Siganul, 2015; Kalia & Verma, 
2017), work environment (Aliyah, 2017; Chaudhry, 
Jariko, Mushtaque, Mahesar, & Ghani, 2017; Mohd, 
Mohd Shah, & Zailan, 2016). Likewise, there are 
several determinants of the degree of engagement of 
other employees which are the results of research in 
the aviation industry (Ganguly, 2015). 

Employees as a corporate entity have a degree of 
employee engagement to different 
companies/organizations. Employee engagement is a 
concept inherent in an individual (Dajani, 2015). 
How do employees have a commitment to their 
company, employee loyalty, how are employees 
responsible in carrying out their duties, how are 
employees involved in the company, how are 
employees engaged in company activities outside 
working hours, how employee loyalty is a part of 
indicators that can describe employees' engagements 
to their companies. The difference in doing 

'engagement' and being 'engaged' indicates that 
employee engagement is a theme that needs to be 
implemented, needs to be carried out in common 
perceptions, and needs to be developed as a 
construct/concept (Truss et al., 2011). Based on the 
research (Mulyanti, Sule, & Kusman, 2017; Osborne 
& Hammoud, 2017) shows that employee 
engagements are part of a series of sequences of 
implementation of work centralization policies, 
leadership, work-life balance, power awards, 
incentives, appreciation, culture, and autonomy. The 
next sequence is the achievement of high corporate 
performance, loyalty, and commitment through a 
high degree of employee engagement. The high 
degree of employee engagement also impacts the 
comfort of employees in interacting with customers, 
thereby increasing customer loyalty (Mehta, 
Chandani, Moksha, & Parul, 2016). In addition to 
being influenced by determinants of employee 
engagement, it also determines other factors of 
individual morale, task performance, and 
performance of extra roles and organizational 
performance (Bailey, Madden, Alfes, & Fletcher, 
2017). Other research shows that employee 
engagements to elements of reward and talent 
management strategies, friend and teamwork 
relationships, work environment, can improve 
individual and organizational performance (Anitha, 
2014; Ongel, 2014). The relationship between 
employee engagements and management 
performance is also shown in a model (Gruman & 
Saks, 2011). 

5 RESULTS 

From various studies regarding an employee, 
engagements will continue to grow along with the 
fluctuations in the level of employee engagement as 
a result of changes in the world of work (Bakker & 
Albrecht, 2018). Changes in the use of technology 
have the potential to cause changes in the work 
environment. Based on Sumer's opinion (2018), 
widespread use of technology can have an effect on 
the labor market, expertise, and employment. Some 
fields of work that will be affected are technicians, 
clerks, service, sales, and factory operators. Thus 
I4.0 will change job opportunities with the ability to 
master information technology. The use of ICT in 
the industry can change the internal environment of 
the company to become more competitive on the one 
hand, and on the other hand, make it a company with 
less use of labor. Human life can be negatively 
affected by the development of ICT with reduced 
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sharing time among employees (Riminucci, 2018). 
Another potential that can be affected is the 
operational activities of human resource 
management. The purpose of human resource 
management operational activities is to create 
employees who are able to work efficiently. 
Technology in I4.0 allows employees to be able to 
do activities on two or more jobs at different 
companies. This is possible because developing ICT 
technology shows high employee mobility. Thus, the 
employee engagement to the company becomes 
weak. Employees can at any time leave the company 
where they work, and of course, this is a loss for the 
company. 

IoT and IoP technology allows employees to 
communicate with the tools they carry. This has the 
potential to be an emotional relationship as a 
sequence in building emotional engagement can be 
reduced. The need as a human being to socialize 
with his environment has the potential to be greatly 
reduced so that employees can feel unattached with 
others (Kavya & Padmavathy, 2017). Technology in 
I4.0 also allows customers not to communicate face 
to face with their producers through employees, this 
is contradictory to what Mehta (2016) delivered. So 
that the implementation of I4.0 has the potential to 
reduce employee engagements both emotional 
engagements, physical engagements, and cognitive 
engagements. Therefore, it is necessary to conduct 
human resource management activities that can 
develop the skills and abilities of employees in the 
use of ICT in IoT and IoP frameworks. The use of 
organizational structures that are more flexible and 
still provide space for employees to improve the 
balance between life and work. 
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Abstract: The objective of research is to study the effect of work culture, personality, leadership and trust on 
employee commitment. The process of research carried out at the private company it has used case study 
methode. The samples of research were 105 employee at the private company that were selected in a simple 
random sampling. The results of finding are: (1) there is a positively direct effect of work culture on 
employee commitment, (2) there is a positively direct effect of personality on employee commitment, (3) 
there is a positively direct effect of leadership on employee commitment (4) there is a positively direct 
effect of trust on employee commitment (5) there is a positively direct effect of work culture on trust, (6) 
there is no a positively direct effect of personality on trust, (7) there is a positively direct effect of leadership 
on trust. Referring to these findings, the researcher could conclude that employee commitment is positively 
affected by work culture, personality, leadership and trust. Therefore, to maintain employee commitment, 
the organization has to apply the work culture, personality, leadership and trust. Finally, it should be 
concluded that work culture, personality, leadership and trust should be considered in generating the 
employee commitment. 

1 INTRODUCTION 

Employee commitment is a measure of the 
willingness of employees to stay together a company 
in the future. There are three general behavioral 
indicators of employee commitment, namely (1) 
there is willingness to help colleagues complete 
organizational tasks, (2) unite their activities and 
priorities to achieve larger organizational goals, (3) 
choose needs appropriate organizations rather than 
following some professional interests. 

According to Colquitt et al., employee 
commitment is defined as desire of employees to 
continue to be members of the organization. 
Employee commitment affects whether employees 
endure being members of organizations or going to 
pursue other jobs. Employees who are not 
committed to the organization have self-withdrawal 
behavior, namely a set of actions that employees 
show to avoid behavioral work situations that 
usually trigger out of the organization (Colquitt et 
al., 2009). 

Inanlou & Ahn's research from Ewha Womans 
University, South Korea with the title Impact of 
Organizational Culture on Employee Commitments: 
Role of Mediation in Human Resource Development 
in Korean Companies: Commitment of workers is an 
important to increase employees’ accomplishment. 
The rationale is the following. When what the 
employee feels part of the organization, such 
identification immediately contributes to fostering 
high degree commitment and innovation. Therefore, 
we expect organizational culture will enhance 
commitment of employees (Inanlou & Ahn's, 2017). 

Based on the opinions above, worker 
commitment is important to improve employee 
performance. The rationale is as follows. When 
employees feel that they are part of an organization, 
such identification immediately contributes to 
encouraging high-level commitment and innovation. 
Therefore, it is expected that the organizational 
culture will increase employee commitment. 

Bartholomew et al. in his research entitled 
Personality Characteristics and Employee Affective 
Commitment: Nigeria Experience mengatakan,  “It 
was explained that there is a significant positive 
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relationship between the five personality 
characteristics and affective commitment” 
(Bartholomew et.al., 2016). Based on this 
explanation opinion, it was revealed that there was a 
positive and significant relationship between the five 
aspects of personality traits with affective 
commitment. 

Porter stated: Organizational commitment has 
evolved from the past until now as a multi-
dimensional construction to understand why 
employees remain or leave the organization. 
Transformational leadership has been studied in a 
limited way as an antecedent to organizational 
commitment, and the results of this study provide 
consistent results (Porter, 2015). 

Based on the above opinion, organizational 
commitment has progressed from the past until now 
as multi-dimensional construction to understand the 
reasons why employees survive in the organization 
or leave the organization. Transformational 
leadership has been studied in a limited way as an 
antecedent for organizational commitment, and the 
results generally provide consistent results. 

Njoroge et al., stated: Management literature is 
awash with evidence suggesting that organizational 
commitment is associated with variables of great 
importance for organizational efficiency and 
success. Transformational leadership is an important 
antecedent of organizational commitment (Njoroge 
et.al., 2015). 

Based on the statement above, there is a lot of 
research in management that shows that 
organizational commitment is associated with 
variables that are very important for the purpose of 
efficiency and success of the organization. 
Transformational leadership is an important 
antecedent of organizational commitment. 

Rahmani & Heydari explained, “trust, in addition 
to organizational commitment within the educational 
organization could have a positive impact on 
maintaining quality staff” (Rahmani & Heydari, 
2017). 

Based on the above opinion, trust in addition to 
organizational commitment to educational 
organizations can have a positive effect on 
maintenance of quality staff / employees. 

Based on research conducted by the five 
researchers, it is known that organizational culture 
has an impact on employees commitment, 
personality influences employee commitment, 
leadership impact on employee commitment and 
trust affects employee commitment. 
This research was conducted at PT Astra Agro 
Lestari Tbk, one among the promment private 
plantation companies in Indonesia. The real 
conditions at the research location were employees 
the private company, based on a preliminary survey 

with 30 employees, it was seen that employee 
commitment was still low. 

Based on the background of the problem, 
identification of the problem, limitation of the 
problem, then formula problem of this study are as 
follows: (1) Is there a direct influence of work 
culture on employee commitment? (2) Is there a 
direct influence of personality on employee 
commitment? (3) Is there a direct influence of 
leadership on employee commitment? (4) Is there a 
direct influence of trust on employee commitment? 
(5) Is there a direct influence from work culture on 
trust? (6) Is there a direct influence of personality on 
trust? (7) Is there a direct influence of leadership on 
trust? 

 

2 THEORICAL FRAMEWORK 

2.1 Employee Commitment  
According to Schermerhorn, organizational 
commitment is employee loyalty to the organization 
(Schermerhorn et al, 2010).  Thus Schermerhorn 
briefly defines organizational commitment as 
individual loyal to the organization. That means that 
the higher a person's organizational commitment, the 
higher the level of pride of being part of the 
organization, because the stronger he identifies 
himself with his organization. organisasinya. 

According to Robbins & Judge, organizational 
commitment is as strong as what an employee 
identifies with the organization where he works and 
his goals and wants to always be a part of a 
particular organization (Robbins & Judge, 2007). 
With this understanding of organizational 
commitment by Robbins and Judge as the level of 
identification of a person in the existence and 
purpose from the organization and its willingness to 
survive to be part of the organization. 

Colquitt et al., said that the notion of 
organizational commitment is the desire of 
employees to remain a part of the organization 
(Colquitt et al., 2009). According to Colquitt, et al., 
understanding of organizational commitment desire 
of members in order to remain part of the 
organization. Thus their opinions are in line with 
previous opinions that make the aspect of defense as 
the main feature in one's commitment to the 
organization. 

Luthans said that organizational commitment is 
(1) strong will to remain a part organization, (2) 
willing with all the high-level efforts on behalf of 
organizational, (3) certain beliefs and can accept the 
values and objectives of the organization (Luthans, 
2011). For Luthans, organizational commitment 
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contains a number of commitments, such as (1)  
strong desire from members to survive in certain 
organizations, (2) a strong willing to participate in 
maintaining the organization's name, and (3) a 
determination to wholeheartedly accept values and 
the purpose of the organization. 

Gibson said that commitment organization is a 
sense of identification, loyalty, and involvement 
expressed by an employee toward the organization 
or unit of the organization (Gibson, 2012). 
According to Gibson, understanding of 
organizational commitment the identification, 
loyalty, and various kinds of expressions a person 
has towards his organization. Gibson also mentions 
3 scope in organizational commitment, namely (1) 
sense of identification with the organization's goals, 
(2) a feeling of involvement in organizational duties, 
(3) a feeling of loyalty for the organization (Gibson, 
2012). This means, there are 3 scopes in 
organizational commitment, namely (1) a sense of 
identification with organizational goals, (2) feelings 
of involvement in organizational tasks and (3) 
feelings of loyal to the organization. Based on the 
statement above, organizational commitment and 
employee loyalty are how strong employees want to 
stay in the organization and want to continue to 
actively participate. 

Based on the explanation of the concept above, it 
can be synthesized that employee commitment is a 
desire and loyal attitude (identification, involvement 
/ attachment) that is shown by someone to the 
organization by being willing and fully involved in 
carrying out tasks / work in achieving organizational 
goals  and desires and remain as members . 

The indicators are (1) emotionally bound with 
organization; (2) self-identification of the 
organization; (3) rational attachment to the 
organization; (4) attachment due to the need for the 
organization; (5) moral attachment to the 
organization; and (6) loyalty to stay in the 
organization. 

 
2.2 Work Culture 
In simple terms, work culture look as the 
implementation of cultural concepts in work or in a 
group. As stated by Schein the following: The 
culture of groups are now interpreted as patterns of 
shared basic assumptions that groups learn when 
they solve problems of adjustment with external 
parties and their internal integration, that was works 
well so it is considered valid because it must thaught 
for new members as the right way to understand, 
thing and feel in connection with the problem that 
exists (Schein, 2004). 

Based on the above opinion, the culture that 
develops in a group or organization is basic pattern 
of assumptions agreed upon, has been studied by 

group members in solving problems related to 
adjustments externally and internally integration. 
Culture develops because it has worked well so that 
it is which means valid therefore culture can taught 
for new members of the organization as right way to 
realize, think and feel relationships in dealing with 
group problems. 

According to Nawawi, understanding of work 
culture is a habit that is carried out repeatedly by 
employees in an organization, violations of this 
practice are not strictly sanctioned, but morally 
organizational behavior has agreed that these habits 
are habits that must be adhered to in order to carry 
out work to achieve aim (Nawawi, 2003). 

Whereas according to Prasetya, the notion of 
work culture is a philosophy based on the view of 
life as a value that becomes traits, habits, and the 
power that drives, rooted in life a community group 
or organization reflected in attitudes to behavior, 
ideals, beliefs, actions and opinions incarnate as 
work or work (Prasetya, 2001). 

So work culture is an attitude and belief and trust 
from all members of organization in action that is 
real or working, because it contains values that form 
habits, and also is a strong encouragement. 

In organizations, functions or goals of work 
culture are as social glue in uniting members in 
achieving organizational goals in the form of 
provisions or values that must be said and done by 
its members. In addition, work culture also functions 
as a control over behavior of members of the 
organization. 

Tylor (in Ndraha), stated “Culture or civilization 
from a broad ethnographic is a very complex whole 
that covers beliefs, knowledge, morals, arts, 
customs, laws and abilities and other habits acquired 
by individuals as members society”. It cannot be 
denied the opinion of Tylor. Because work culture 
always involves many things, knowledge, beliefs, 
art, morality, law, customs and capabilities and other 
habits. All of them have their respective roles as part 
of the community in an organization (Ndraha, 1997). 
According to Ndraha, understanding of work culture 
is a group of basic thoughts or mental programs that 
can be used for improve work efficiency and human 
cooperation owned by a group of people. 

Based on the explanation of the concept above, it 
can be synthesized that what is meant by 
understanding work culture is a system of values, 
perceptions, behaviors and beliefs held by each 
individual employee about the meaning of work and 
reflection in activities to achieve organizational 
goals. The indicators are 1) Hard work, 2) 
Discipline, 3) Productive, 4) Responsibility, 5) 
Creative, 6) Dynamic, and 7) Mandiri. 
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2.3 Personality 
Personality is a characteristic of identifying their 
tendency to behave in a certain way. This is 
supported by the opinion of Schermerhorm, who 
expressed the notion of personality: Personality is an 
overall combination of characteristics that capture 
the unique nature of individuals that is important for 
understanding and helping someone as a person who 
reacts and interacts with others (Schermerhorn et al., 
2010). 

Shabahang & Amani stated: Personality traits or 
attributes can influence the decisions and 
organizational behaviors of employees. Personality 
is generally known to affect the way individuals 
decide and behave, many studies have examined the 
relationship between personality and employee 
commitment (Shabahang & Amani, 2016). 

Based on the explanation above, personality 
traits or attributes can influence employee decisions 
and behavior. When personality variables found in 
general affect in what way individuals decide and 
behave, various many studies have examined the 
relationship between personality factors and 
employee organizational commitment. 

According to Colquitt et al., the notion of 
personality is:Personality refers to the structures and 
propensities inside people that explain their 
characteristic patterns of though, emotion and 
behavior personality creaters people’s social 
reputations the way they are perceived by friend, 
family, coworkers and supervisors (Colquitt et al., 
2009). 

Furthermore Larsen & Buss stated personality as 
follows: Personality is the set of psychological traits 
and mechanisms within the individual that are 
organized and relatively enduring and that influence 
his or her interactions with, and adaptations to, the 
intrapsyhic, physical and social environments 
(Larsen & Buss, 2010). 

Personality is the whole way in which an 
individual reacts and interact with each other 
individuals, and adjusts to the environment. 
Adjustment is as "a process of individual response 
both behavioral and mental in an effort to overcome 
the needs of  self, emotional tension, frustration and 
conflict, and so that there is a balance between 
meeting those needs with the demands (norms) of 
the environment. These characteristics are unique. 
This is supported by Griffin's opinion, which says 
that: “Personality is the relatively stables set of 
psychological atributes that distinguish one person 
from another” (Griffin & Moorhead, 2007). 
Personality is defined as a combination of stable 
physical and mental characteristics that give 
individuals their identity. 

Based on the description of the concept above, it 
can be synthesized that personality is a pattern of 

behavior and a unique way of thinking that 
determines one's adjustment to the environment, 
with the following indicators: conscientiousness, 
extraversion, agreeableness, emotion stability, 
openness to experience.  

 
2.4 Leadership 
Colquitt et al. define leadership or leadership is the 
use of strength and influence in directing followers' 
activities to achieve goals (Colquitt et al., 2015). For 
them leadership is about a person's ability to use 
strength and influence on his followers to want to 
carry out their activities to achieve desired goals. 

Stoner and Freeman say that leadership or 
leadership is art in coordination and motivating 
individuals and group to achieve the desired end 
(Stoner & Freeman, 1995). For them leadership is 
art in coordination and encouraging individuals or 
groups in achieving the expected goals. So, 
leadership means the process of how leaders are 
imaginatively governing, directing, guiding or 
influencing others in choosing and achieving certain 
goals. 

Dlamini, said “transformational leadership 
occurs when the leader motivates, inspires and 
intellectually encourage subordinates with 
charismatic behavior and employees follow the steps 
in achieving organizational goals” (Dlamini, 2017). 
This means transformational leadership occurs when 
leaders motivate, inspire and intellectually stimulate 
subordinates to behave in charismatic ways and 
employees follow rules in achieving organizational 
goals. 

By exposing the concept above, it can be 
synthesized that what is meant by leadership is a 
person's actions in influencing and directing a person 
or group of people by recognizing, supporting, 
training or developing, motivating or inspiring, 
fostering good relations, protecting and giving 
feedback to subordinates to be willing to work 
together in achieving goals set by the organization. 

The indicators of leadership are (1) leadership 
actions in influencing and directing; (2) leadership 
clarity in delegating tasks; (3) ways to guide and 
establish and reinforce organizational policies; (4) 
how to guide its members in carrying out the 
organization's vision and mission; (5) how to 
provide input or advice in implementing policies; (6) 
activities in working both personally and in groups. 

 
2.5 Trust 
Trust is important in the organization, because 
without trust there may not be a harmonious 
relationship between leaders and subordinates. 
Experts try to define trust based on their conditions 
and points of view. 
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 McShane and & Glinow said that trust refers to 
positive expectations one person has toward another 
person in situations involving risk (McShanes & 
Von Glinow, 2008). For McShane & Von Glinow, 
trust refers to a person's positive expectations of 
others in which there is certainly a risk. Trust means 
betting on trust in a person or group of people. It is 
also a reciprocal activity. That is, to get the trust of 
others, someone must also do it to others. 
Employees will take sides and be responsible for 
working with institutions / companies, if the 
employees put trust in their leaders. 

Sureyya said “organizational trust is considered 
as the most important element for the organizational 
productivity and commitment” (Sureyya, 2017). 
This means that organizational trust likened to the 
most important element for productivity and 
organizational commitment. 

Luthans expressed a different opinion, “Trust is 
relationships make companies farmore reliant on 
each other” (Luthans, 2011) or trust is a relationship 
that depends on each other. Can be interpreted that 
trust is built by the existence of mutually bound 
relationships between one person and another. 

Based on the explanation of the concept above, it 
can be synthesized that trust is a willingness and 
positive expectation given to a person or group of 
authorities on the basis of mutual respect and respect 
based on interpersonal relationships in the hope of 
obtaining positive results also from those who are 
authorized. 

The indicators of trust are (1) assignment of 
tasks, (2) completion of tasks, (3) team 
cohesiveness, (4) effective communication, (5) idea 
development, (6) justice, (7) responsibility , (8) 
support, (9) consistency, and (10) mutual respect. 

In summary the above theoretical framework can 
be described in the following scheme: 

Figure 1 Theoretical Framework Between Research 
Variables 

 
Research Hypothesis 
Based on the formulation of problem and the 
theoretical framework, the research hypothesis can 
be formulated as follows: 
 
 

1. There is direct effect of work culture on 
employee commitment 

2. There is direct effect of personality on employee 
commitment 

3. There is a direct effect of leadership on employee 
commitment 

4. There is a direct effect of trust on employee 
commitment 

5. There is a direct effect  of work culture on trust 
6. There is a direct effect of personality on trust 
7. There is a direct effect of leadership on trust. 

3 RESEARCH METHODOLOGY 

This research was carried out for 1.5 years, starting 
in December 2016 until May 2018. In accordance 
with the problems and research objectives to be 
achieved, this research method uses a survey with a 
path analysis approach. The target unit in this study 
is the middle managerial level employee of the 
private company. The sample characteristics are (1) 
managerial employees at the middle manager level; 
(2) middle level manager employees who have 
worked in a plantation for a minimum of 5 years of 
work; (3) middle level manager employees with 
positions as head of department. 

The total population of employees and at the 
same time as an affordable population are 143 
people. To determine sample size, researchers used 
Slovin's formula technique. The level of precision is 
set at 0.05 or 5% of the total population of 143 
middle level employees, a sample of 105 people is 
obtained. 

 

4 RESULT AND DISCUSSION 

4.1 Descriptive Statistic 
The data of this research were obtained from 
respondents of the Head of Education (middle 
manager) as many as 105 (one hundred and five) 
people who filled in the statement items in 
accordance with the instrument consisting of 5 (five) 
variables, including: 3 (three) independent variables: 
Work Culture (X1), Personality (X2), Leadership 
(X3), 1 (one) intervening variable: Trust (X4), and 1 
(one) dependent variable: Employee Commitment 
(X5).  

A summary of the results of basic statistical 
calculations of all variables can be seen in the table 
below: 
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Table 1: Statistic Description 

 
 
4.2 Basic Assumption Test 
Normality test 
 

Table 2: Normality Test 

 
 

From the above output we see in the 
Kolmogorov-Smirnov column and it can be seen that 
the significance value for Work Culture (X1), 
Personality (X2), Leadership (X3), Trust (X4), 
Employee Commitment (X5) is 0.200. Because the 
significance for all variables is greater than 0.05, it 
can be concluded that data population is Work 
Culture (X1), Personality (X2), Leadership (X3), 
Trust (X4), Employee Commitment (X5) with normal 
distribution. 

 
Linearity Test 

 
Table 3: Linearity Test X5-X1 

 
 

From the output above, the linearity test results 
can be seen in ANOVA Table output. It can be seen 
the significance value of Linierity is 0,000. Because 
the significance is less than 0.05, the variable 
between employee commitment and work culture 
has a linear relationship. 

 
 

Table 4 Linearity Test X5-X2 

 
 
From the output above, the linearity test results 

can be seen in ANOVA Table output. It can be seen 
the significance value of Linierity is 0,000. Because 
the significance is less than 0.05, there is a linear 
relationship between employee commitment and 
personality variables. 

 
Table 5: Linearity Test X5-X3 

 
 
From the output above, the linearity test results 

can be seen in ANOVA Table output. It can be seen 
the significance value of Linierity is 0,000. Because 
the significance is less than 0.05, between employee 
and leadership commitment variables there is a 
linear relationship. 

 
Table 6: Linearity Test X5-X4 

 
 
From the output above, the linearity test results 

can be seen in ANOVA Table output. It can be seen 
the significance value of Linierity is 0,000. Because 
the significance is less than 0.05, between the 
variables of employee commitment and trust there is 
a linear relationship. 

 
Table 7: Linearity Test X4-X1 
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From the output above, the linearity test results 
can be seen in ANOVA Table output. It can be seen 
the significance value of Linierity is 0,000. Because 
the significance is less than 0.05, there is a linear 
relationship between the variables of trust and work 
culture. 

 
Table 8: Linearity Test X4-X2 

 
 
From the output above, the linearity test results 

can be seen in ANOVA Table output. It can be seen 
the significance value at Linierity is 0.041. Because 
the significance is less than 0.05, there is a linear 
relationship between the variables of trust and 
personality. 

 
Table 9: Linearity Test X4-X3 

 
 
From the output above, the linearity test results 

can be seen in ANOVA Table output. It can be seen 
the significance value in linearity is 0.001. Because 
the significance is less than 0.05, between the 
variables of trust and leadership there is a linear 
relationship. 

 
4.3 Multiple Regression Analysis 

 
Multiple regression analysis to determine the effect 
of Work Culture (X1), Personality (X2), Leadership 
(X3), Trust (X4) on Employee Commitment (X5) 
using the SPSS 22 Program obtained the following 
output: 

 
Table 10: Multiple Regression Structure 1 

 
 

From the table above, it can be seen: (1) Work 
Culture (X1) influences Employee Commitment 
(X5), where sig = 0.001> 0.05, (2) Personality (X2) 
influences Employee Commitment (X5), where sig 
value = 0.002> 0.05 (3) Leadership (X3) influences 
Employee Commitment (X5), where the sig value = 
0.016> 0.05 (4) Trust (X4) influences Employee 
Commitment (X5), where the sig value = 0.001> 
0.05. 

Multiple regression analysis to determine the 
effect of Work Culture (X1), Personality (X2), 
Leadership (X3) on Trust (X4) using the SPSS 22 
Program obtained the following output: 

 
Table 11: Multiple Regression Structure 2 

 
From the table above, it can be seen: (1) Work 

Culture (X1) influences Trust (X4), where sig = 
0.001> 0.05, (2) Personality (X2) does not affect 
Trust (X4), where value sig = 0.403> 0.05 (3) 
Leadership (X3) influences Trust (X4), where the sig 
value = 0.031> 0.05. 
The results of this research, in line with the opinion 
of Schein (2004) who said that work culture 
influences employee commitment, Shabahang & 
Amani (2016) study which said there was a 
personality influence on employee commitment, 
Dlamini (2017) research said that there was an 
influence of leadership on employee commitment 
and the opinion of Sureyya (2017) who said there 
was an influence of trust in employee commitment. 

5 CONCLUSION 

Based on the analysis, the findings in this study are 
as follows: (1) there is a positive direct effect of 
work culture on employee commitment, meaning 
that if the work culture increases, it is predicted that 
employee commitment will increase, (2) there is a 
positive direct effect personality towards employee 
commitment, meaning that if the personality 
increases, it is predicted that employee commitment 
will also increase, (3) there is a positive direct effect 
of leadership on employee commitment, meaning 
that if leadership increases then employee 
commitment is predicted to increase, (4) there is a 
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positive direct effect of trust on employee 
commitment, meaning that if trust increases, it is 
predicted that employee commitment will also 
increase. (5) there is a positive direct effect of work 
culture on trust, meaning that if the work culture 
increases, it is predicted that trust will also increase. 
(6) there is no direct effect of personality towards 
trust, (7) there is a positive direct effect of leadership 
on trust, meaning that if leadership increases, it is 
predicted that trust will also increase. 
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Abstract: Professional development is one of the elements required for Widyaiswara who will rise to a higher level. 
This study aims to evaluate the Widyaiswara to find out the factors related to professional development, 
especially factors that cause the promotion and advancement to be hampered. The target is Widyaiswara 
that works at the Ministry of Village, Development of Disadvantaged Region and Transmigration. The 
evaluation results found that there were Widyaiswara who failed to rise in rank or position because they had 
not succeeded in collecting credit numbers from the elements of professional development activities. This 
study uses an evaluative approach, with documentation study data collection methods, in-depth interviews 
and observations, which are then analyzed using qualitative data analysis techniques that describe the results 
of implementation paired with concepts and theories based on critical thinking to find the causes of 
problems and the best alternative solutions. From the results of the study, it was recommended to 
Widyaiswara to be committed to improving competence and developing innovation in professional 
development. The ASN Employee Training Center is recommended to provide facilities and infrastructure 
specifically for the publication of scientific papers for Widyaiswara. 

1 INTRODUCTION 

Facing increasing challenges and strategic 
environments both internally and externally that 
experience changes very quickly and are difficult to 
predict, and the development of information 
technology is very fast nowadays, an organization 
will be able to survive and develop if it has quality 
human resources. Even though we have abundant 
natural resources but human resources that manage 
these natural resources are incompetent, we will lose 
in competition. Therefore, improving the quality of 
human resources is absolutely necessary. Likewise 
with ASN resources, which plays a decisive role in 
managing this country and nation absolutely needs 
to be improved. 

The mandate of Law No. 5 of 2014 concerning 
the Civil Servants in its consideration suggests that it 
is necessary to build the Civil Servants (ASN) that 
has integrity, is professional, neutral and free from 

political intervention, clean from the practices of 
corruption, collusion and nepotism, and able to 
provide public services to the public and able to play 
a role as an adhesive element of national unity and 
integrity based on Pancasila and the 1945 
Constitution (Undang-Undang Nomor 5 Tahun 2014 
tentang Aparatur Sipil Negara, 2014). To achieve 
SCA as stated above, the efforts that can be made 
include the development of competencies as 
contained in article 70 beginning in paragraphs 1 to 
6, namely through education and training, seminars, 
courses, and upgrading (Peraturan Pemerintah 
Nomor 11 Tahun 2017 tentang Manajemen Pegawai 
Negeri Sipil, 2017). In addition to being regulated in 
Law No. 5 above, the development of this 
competency is further regulated in article 162, 
Government Regulation No. 11 of 2017 concerning 
Management of Civil Servants and more detailed 
elaboration is stated in the third part from articles 
203 to 225. 

906
Ratna, S., Luddin, M. and Wibowo
Evaluation of Widyaiswara Professional Development Implementation: Study on the Ministry of Village, Development of Disadvantaged, and Transmigration.
In Proceedings of the 1st Unimed International Conference on Economics Education and Social Science (UNICEES 2018), pages 906-912
ISBN: 978-989-758-432-9
Copyright © 2020 by SCITEPRESS – Science and Technology Publications, Lda. All rights reserved



 

One strategic effort to develop ASN 
competencies as stated in the consideration of the 
aforementioned Law is through education and 
training (Sikula, 2011). The objectives of developing 
ASN competencies will be achieved effectively, 
efficiently and accountably, if the training and 
training is carried out in a competency-based 
system. In its implementation, various factors 
influence, such as the process of managing training 
and the availability and quality of training resources. 
In addition, the availability and quality of education 
and training facilities and education and training 
materials which also greatly determine the 
achievement of training objectives are the 
availability and competency of education and 
training staff. The education staff includes managers 
of training institutions, training organizers, training 
needs analysts, training curriculum designers, 
managers of education and training information 
systems and Widyaiswara (Peraturan Kepala LAN 
Nomor 25 Tahun 2015 tentang Pedoman Akreditasi 
Lembaga Diklat, 2015). In this study, what will be 
discussed is only one of the education staff, namely 
the Widyaiswara. 

Widyaiswara are Civil Servants (PNS) who are 
appointed as functional officials with duties, 
responsibilities, authority and rights to carry out 
education, teaching and training activities for civil 
servants, evaluation and development of training in 
government training institutions (Peraturan Menteri 
PAN dan RB Nomor 22 Tahun 2014 tentang Jabatan 
Fungsional Widyaiswara dan Angka Kreditnya, 
2014). To be able to carry out all the tasks, 
responsibilities, authorities and rights, Widyaiswara 
is required to have various competencies, namely 
competence in the management of learning, 
substantive competence, social competence and 
personality competencies (Peraturan Kepala LAN RI 
Nomor 5 Tahun 2008 tentang Standar Kompetensi 
Widyaiswara, 2008). As a functional official, his 
achievements are judged by the acquisition of credit 
numbers from the elements of activities which 
consist of the main elements and supporting 
elements. The main elements consist of sub-
elements of education, implementation of education, 
teaching and training of civil servants (PNS), 
evaluation and development of training and 
professional development. 

Based on data from the Widyaiswara Ministry of 
Village PDT and Transmigration credit figures in the 
first semester of 2018, out of eight Widyaiswara 
who submitted credit numbers, there were two 
Widyaiswara who had not succeeded in advancing 
their ranks or positions, because they did not meet 
the minimum credit score figures from the 
development activities profession, three people have 
not yet obtained credit figures from professional 

development and only three Widyaiswara have 
succeeded in obtaining credit figures from 
professional development (Kementerian Desa, PDT 
dan Transmigrasi, 2018). That's why the focus of the 
study was the Evaluation of Widyaiswara 
Professional Development Competence. By 
conducting this study, it is expected that the causes 
of not yet optimal implementation of the 
Widyaiswara professional development activities 
will be known, so that it is expected to find the right 
solution to overcome them. 

The selection of the focus of this discussion is 
also expected to be useful in motivating 
Widyaiswara to carry out professional development, 
especially scientific publications for Widyaiswara 
Madya who will advance to the Widyaiswara 
Utama, because this scientific publication is a 
scientific speech requirement to the main level. In 
addition, with this scientific publication, 
Widyaiswara also contributes to the achievement of 
government program targets launched by Ministry of 
Research, Technology and Higher Education, which 
in 2019 Indonesia will become the leader in ASEAN 
and catch up with other countries by increasing the 
number scientific publication (Zuhriyah, 2018). Now 
Indonesia's position is still below Malaysia and has 
surpassed Singapore and surpassed Thailand after 20 
years below it. Ministry of Research, Technology, 
and Higher Education is optimistic that it can exceed 
the number of Malaysian international publications 
which are now in the first position in ASEAN. 
Ministry of Research, Technology, and Higher 
Education also said that scientific publication is an 
absolute condition for making an innovation and all 
of that comes from a study or research (Direktorat 
Jenderal Penguatan Riset dan Pengembangan, 2018 
). With the amount of published research, it is hoped 
that it can be developed into an innovation that is 
useful to spur the industrial productivity of the 
community. The aim is to increase the nation's 
competitiveness. Widyaiswara who have a strategic 
role in developing ASN competencies are of course 
expected to contribute to scientific publications in 
the field of HR development. 

 

2 THEORICAL FRAMEWORK 

2.1 Scientific Publication 
Scientific publication is a publication system based 
on peer review in order to achieve the highest 
possible level of objectivity (Wikipedia Indonesia, 
2017). This publication is an effort to disseminate 
the work of thought by researchers, academics, 
lecturers, students, and functional officials in general 
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including Widyaiswara, who come from the results 
of research or critical thinking or deep reflection. 
Publications can be carried out in various forms such 
as seminars, publications, journals and other types 
that allow these results to be known to the public to 
be useful and contribute to the development of 
science. The types of publications that can be 
accepted as contributions to the field of science vary 
greatly. At present it is undergoing very rapid 
changes, arising from the transition from the print 
publishing format to the electronic format, which 
has a different model from the previous pattern. 
Current general trend, access to electronically 
scientific journals is provided openly. This means 
that more scientific publications can be accessed for 
free through the internet, both those provided by the 
journal publishers, and those provided by the authors 
of the journal articles themselves. 

Publication of scientific work is an important 
agenda for academics and functional positions, 
besides being a prerequisite for office, it is also 
expected that this will be done for the future of the 
Indonesian nation to be more advanced, because 
scientific publications are also an indicator of the 
nation's progress and competitiveness. If the results 
of research, studies and scientific works are only 
stored in the library, only limited circles are 
interested in reading them. Especially with a thick 
page, so people will be lazy to read it. Therefore, 
scientific publications that will make the results of 
the study useful. The benefits of publishing 
scientific papers include 1). Become a reference for 
further research; 2). contribute to solving a problem 
that does not yet have a solution; 3). With scientific 
publications, the originator will be known to the 
public and can build a network that is quite 
extensive and obtain copyright; 4). With so many 
publications, it can add to and enrich our knowledge; 
5). Fulfillment of credit number requirements for 
positions that need it, especially for functional 
positions (Jurnal Prodikasi, 2016). 

The process of scientific publications for each 
type of publication needs different requirements. 
Depending on the type of article, media publication 
and classification of journals. Each journal has its 
own rules and conditions. For Widyaiswara, in 
particular the guidelines for scientific writing have 
been regulated in the Head of State Administration 
Agency regulation number 9 of 2008. In general, the 
guidelines contain chapter 1: Introduction, including 
Background, Objectives, Objectives, Understanding 
and Systematics. Chapter 2 Forms and Requirements 
of Scientific Writing contains Scientific Writing in 
the Form of Books and Scientific Writing in the 
Form of Non-Books. Chapter 3 Rules, Procedures, 
and Systematics for Writing Scientific Writing 
includes the Rules of Writing, Procedures for 

Writing, and Systematics of Writing and the Closing 
chapter (Peraturan Kepala LAN Nomor 9 Tahun 
2008 tentang Penulisan Karya Tulis Ilmiah, 2008). 
 
2.2 Professional Development 
Ministry of Administrative and Bureaucratic Reform 
Regulations Number 22 of 2014 concerning 
Functional Position and Credit Numbers of 
Widyaiswara, among others, govern the Elements, 
Sub-Elements of Activities and Activity Details. The 
element of activity consists of the main elements and 
supporting elements. The main elements include 4 
sub-elements, namely sub-elements 1). Education; 
2). implementation of education, teaching and 
training; 3). evaluation and development of training; 
and 4). professional development. While the 
supporting elements are activities that support the 
implementation of the main tasks of Widyaiswara. 
Each sub-element is translated into the details of the 
activity. For the Sub-elements of Professional 
Development, the details of the activities are 1). 
Writing / Scientific Work in the field of expertise 
and scope of education; 2). The invention of 
patented innovation and has entered the list of 
patents according to the field of specialization of 
expertise; 3). Preparation of guidebooks, 
implementation provisions / technical provisions in 
the field of education. While activities in the 
supporting elements include 1). participation in 
seminars / workshops / conferences in the field of 
education; 2). membership in professional 
organizations; 3). Guidance to Widyaiswara under 
his level of office; 4). writing articles in newspapers; 
5). writing articles on the Website; 6). the 
acquisition of another degree / diploma; and 7). 
award / merit. 

In article 11  Ministry of Empowerment of State 
Apparaturs and Beaurocracy Reform Regulations 
number 22 year 2014 regulates that for Widyaiswara 
who will rise in rank are required to obtain a 
minimum credit number from the details of the 
activities of the sub-elements of professional 
development as follows: Young Administrator (class 
III/b) who will become Administrator (class III/c), 
the credit number required at least 6 (six) comes 
from the sub-elements of professional development 
activities. And so on, for Administrator (class III/c) 
who will rise to Administrator level I (class III/d), at 
least get 8 (eight); for class III/d who will go up to 
Coach (class IV/a), at least 10 (ten); from class IV/a 
to Coach level I (class IV/b) is required a minimum 
of 12 (twelve), from class IV/b to the Young Main 
Coach (class IV/c) is required to be at least 14 
(fourteen); for class IV/c which will rise to the 
Middle Main Coach (class IV/d), a minimum of 16 
(sixteen) is required and for the Middle Main Coach 

UNICEES 2018 - 1st Unimed International Conference on Economics Education and Social Science

908



 

who will rise to the Main Coach (class IV/e) is 
required at least 18 (eighteen). 

 
2.3 Widyaiswara Competence 
In general, ASN competencies have been determined 
in consideration of Law number 5 of 2014, namely 
1). have integrity and morality, 2). professional, 3). 
neutral and free from political intervention, 4). clean 
from the practices of corruption, collusion and 
nepotism, 5). able to provide public services for the 
community and 6). able to play a role as an adhesive 
element of national unity and integrity based on the 
Pancasila and the Constitution of the Republic of 
Indonesia. These competencies are categorized into 
a). technical competencies measured by the level 
and specialization of education, functional technical 
training, and experience working technically; b). 
managerial competencies measured from the level of 
education, structural or management training, and 
leadership experience; and c). Cultural social 
competencies measured by work experience relate to 
plural societies in terms of religion, ethnicity, and 
culture so that they have national insight. 

In addition to the general competence that each 
ASN should have, each position also requires 
specific competencies / field competencies. 
Likewise with the lecturer, establishes four specific 
competencies / competencies in the fields: 1). 
Learning; namely the ability to plan, organize, 
implement, and evaluate learning; 2). Substantive; 
ability in the field of science and skills in the subject 
of training taught; 3). Personality; behavior in 
carrying out his job duties that can be observed and 
made an example for training participants; 4). 
Social; Ability to make connections with his work 
environment. 

3 RESEARCH METHODOLOGY 

This study aims to obtain valid, reliable data, facts 
and information about the implementation of the 
professional development of Widyaiswara functional 
officials at the Ministry of Village, Development of 
Disadvantaged Region and Transmigration. The 
approach used in this study is a qualitative research 
approach, namely a study aimed at describing and 
analyzing phenomena, events, social activities, 
attitudes, beliefs, perceptions, thoughts of 
individuals individually or in groups. Qualitative 
research is inductive: researchers allow problems to 
emerge from data or be left open to interpretation. 
Data is collected by careful observation, including 
descriptions in detailed contexts accompanied by 
notes on in-depth interviews, as well as the results of 

analysis of documents and records (Sukmadinata, 
2011). 

In this study, the discussion focused on policies 
or regulations issued by the Ministry of 
Administrative and Bureaucratic Reform, the 
Republic of Indonesia State Administration Institute 
as a fostering institution for Widyaiswara functional 
positions and the Ministry of Village, Development 
of Disadvantaged Region and Transmigration, as 
well as other institutions related to the 
implementation of Widyaiswara professional 
development.  

This study specifically aims to evaluate the 
implementation of Widyaiswara professional 
development related to 1). Professional development 
policy, 2). Widyaiswara competencies in 
professional development 3) Factors that influence 
the implementation of professional development, 
and 4). Obtaining credit numbers from professional 
development. Therefore, the benefits of this study 
are 1) Knowing the suitability of the Widyaiswara 
professional development policy with what should 
be; 2). Knowing the competence of Widyaiswara in 
professional development at the Ministry of Village, 
Development of Disadvantaged Region and 
Transmigration; 3). Knowing the factors that 
influence the effectiveness of the implementation of 
Widyaiswara professional development; 4). 
Knowing the acquisition of Widyaiswara credit 
numbers from the sub-elements of professional 
development. 

This study uses an evaluative approach, with 
documentation study data collection methods, in-
depth interviews and observations, which are then 
analyzed using qualitative data analysis techniques 
that describe the results of implementation paired 
with concepts and theories based on critical thinking 
to find the causes of problems and the best 
alternative solutions (Amstrong, 2009). The 
documents used are related to policies and 
performance reports as well as the results of credit 
score figures. In-depth interviews were conducted 
with the Head of the ASN Employee Training 
Center, Administrators and Widyaiswara from the 
Ministry of Village, Development of Disadvantaged 
Region and Transmigration. In addition, in-depth 
interviews were also conducted to the Head of the 
Indonesian Widyaiswara Development Center and 
Administrator officials in charge of credit score 
assessment. The reason for using this approach is 
because of its comprehensive nature, starting from 
the policy to the results of the policy. 
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4 RESULT AND DISCUSSION 

Based on the description of the data obtained in the 
collection of data and paired with the rules, 
regulations and applicable policies regarding 
professional development, the results of the 
evaluation are as follows: 

Widyaiswara professional development policy; 
This policy is intended to increase the 
professionalism of Widyaiswara. Professional 
development is expected to encourage Widyaiswara 
to enrich their insights and deepen their mastery of 
the field of study they pursue in stabilizing their 
specialties. As stated above, that one sub-element of 
the main activity is professional development, with 
details of activity 1). Writing / Scientific Work in 
the field of expertise and scope of education; 2). The 
invention of patented innovation and has entered the 
list of patents according to the field of 
specialization; 3). Preparation of guidebooks, 
implementation provisions / technical provisions in 
the field of education. All details of these activities 
are indicators of Widyaiswara's professionalism and 
at the same time become a medium or means of 
communication for Widyaiswara in expressing their 
ideas and knowledge in order to develop teaching 
materials and ensure the effectiveness of the learning 
process. Taking into account the policies and 
objectives of professional development when 
compared with other functional officials in 
Indonesia, the policy of professional development 
for Widyaiswara is still much younger. For example, 
for functional positions, researchers and lecturers 
who will rise to higher positions must carry out 
scientific publications in nationally or internationally 
reputed indexed journals. But for the Widyaiswara, 
the application of new publications will be imposed 
on the middle level Widyaiswara who will rise to the 
main level. And enough publications in national 
journals. And this publication will later be used as 
material for scientific speech when the inauguration 
becomes the Main Widyaiswara. With this policy, 
the quality of publications is not guaranteed. 

 
Widyaiswara competence in professional 
development 
The Widyaiswara competency standard stipulated 
through Head of State Administration Agency 
Regulation number 5 of 2008 has 4 (four) 1). 
Learning Management Competencies; namely the 
ability to plan, organize, implement, and evaluate 
learning, including the ability to make the Outlines 
of Learning Programs or Design and Build Learning 
Teaching and Learning Unit Events or Learning 

Plans; compile teaching materials; applying adult 
learning; communicate effectively with participants; 
motivate participants to learn; and evaluate learning. 
2). Substantive Competence; namely the ability in 
the field of science and skills in the subject of 
training taught, including the ability: mastery of 
science and skills to practice in accordance with the 
training material taught; and write scientific papers 
related to the scope of education and / or 
development of his specialty. 3). Personality 
Competence; behavior in carrying out his job duties 
which can be observed and made an example for 
training participants, including the ability: to display 
an exemplary person; and implementing a code of 
ethics and showing a work ethic as a professional 
Widyaiswara. 4). Social Competence; Ability to 
conduct relations with the work environment, 
including the ability: fostering relationships and 
cooperation with fellow Widyaiswara; and establish 
relationships with organizers / managers of Training  
institutions 

In Law number 4 of 2014 in general, the 
competency of an ASN is also established, namely 
having integrity and morality, professional, neutral 
and free from political intervention, clean from 
corruption, collusion, nepotism, practices, able to 
provide public services for the community, capable 
of carrying out roles as an adhesive element of 
national unity based on the Pancasila and the 
Constitution of the Republic of Indonesia. Then 
these competencies are summarized into 3 (three) as 
follows: a). technical competencies measured by the 
level and specialization of education, functional 
technical training, and experience working 
technically; b). managerial competencies measured 
from the level of education, structural or 
management training, and leadership experience; 
and c). cultural social competencies that is measured 
by work experience is related to plural societies in 
terms of religion, ethnicity and culture so that they 
have national insight. If traced from all that is 
written into competency standards, which 
competencies will support professional 
development? Only listed in substantive 
competencies and mentioned writing scientific 
papers related to the scope of education and / or 
development of his specialty. 

When compared with other functional positions 
that are required to write scientific papers, there are 
several competencies that ideally should be owned 
by Widyaiswara in order to be able to carry out sub-
elements of professional development activities 
optimally. For researchers, the competency 
standards contained in Head Regulation of 
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Indonesian Institute of Sciencies number 4 / E / 2009 
and may be needed by Widyaiswara for professional 
development include: mastering library search 
techniques, data processing, scientific writing, 
research planning and mastering book writing 
techniques (Peraturan Kepala LIPI Nomor 4/E 
Tahun 2009 tentang Standar Kompetensi Peneliti, 
2009). In addition, creative and innovative thinking 
skills are needed by Widyaiswara for the discovery 
of innovation in education. 
 
Factors Affecting the Implementation of 
Professional Development 
Many factors influence the implementation of 
Widyaiswara's professional development, namely, 
among others: 1). Professional development policy, 
2). Work facilities and infrastructure, 3). Availability 
of budget for conducting research and the most 
decisive is 4). The relevant Widyaiswara 
him/herself. Regarding policy, as stated above, each 
Widyaiswara who will be promoted is required to 
collect credit numbers with a certain amount, for 
example for Primary Widyaiswara with class III/b 
Young Administrator who will be promoted to level 
I class III/c must collect credit number 6 (six). The 
existence of this policy encourages Widyaiswara to 
collect credit numbers, which means this has a 
positive effect. The next is work facility. Actually 
this work facility does not specifically affect the 
implementation of professional development, but it 
affects the overall performance of the Widyaiswara. 
But the limitations of infrastructure have an effect 
on the implementation of professional development 
for Widyaiswara. For example, the Widyaiswara has 
conducted research or studies and lives in 
publications, it turns out that in the ASN Employee 
Education Center there has been no official media or 
infrastructure for the publication of official printed 
and online scientific papers for the acquisition of 
credit numbers. This affects the motivation and 
productivity of Widyaiswara in carrying out 
professional development. Because of this 
limitation, Widyaiswara was forced to look for 
infrastructure outside, even having to pay for 
scientific publications. The implementation of 
research to produce scientific work of course 
requires a budget, but in reality it is not available. 
Because it affects or inhibits conducting research, 
although there are also Widyaiswara who are forced 
to finance their own research to produce scientific 
work. And the most influential in implementing 
professional development is the Widyaiswara 
him/herself. And this is related to motivation, 
competence and commitment to professional 

development. Motivation can be both internal and 
external, and should be emerged from internal to last 
long. Likewise with widyaiswara competencies is a 
very decisive factor. And the most decisive is the 
commitment of yourself. 

 
Achieved Credit Numbers from Professional 
Development  
The credit numbers obtained are proof of the 
performance of the Widyaiswara's performance. In 
terms of obtaining credit numbers from professional 
development, most are hampered. Assessment of the 
last period, semester I of 2018, there were 8 people 
who submitted a list of proposed credit numbers. Of 
the 8 people who submitted only 5 people who got 
grades from professional development and 2 of the 5 
people should have been promoted because the 
number of credit numbers had exceeded the target, 
but because the minimum requirements for 
professional development had not been fulfilled, 
those concerned had not yet qualified for promotion. 
While 3 people did not submit credit numbers from 
professional development. The acquisition of credit 
numbers is also very much related to scientific 
publications. Published papers will obtain a higher 
credit score compared to those presented among 
themselves. The results of interviews with the 
Widyaiswara, because the writing is often rejected, 
the person concerned person apathetic to send it 
back to the journal. This is an indicator that the 
quality of writing that is rejected is definitely not in 
accordance with what is required. 

5 CONCLUSIONS 

Based on the objectives and results of the evaluation 
and the discussion above, the following points can 
be summarized: 1). Professional development 
policies that are requirements for promotion can 
motivate Widyaiswara to obtain credit numbers from 
the sub-elements of this activity, although not all 
Widyaiswara have obtained them. Even if compared 
to other functional positions in Indonesia, such as 
researchers and lecturers, the policy for 
Widyaiswara for scientific publications is still very 
easy. What is required for scientific publications, 
only Middle Level Widyaiswara who will rise to the 
main level or the main level which is a transition 
from the High Leadership Position and even then 
nationally accredited or published by the State 
Administration Agency even though not yet 
accredited. In the provisions also requested 
international indexed publications, but the fact 
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remains, that several which has been published can 
still be counted on by the fingers; 2). The 
competency standards set for Widyaiswara, do not 
include the competencies needed for the 
implementation of professional development. The 
standards needed for professional development 
include mastering library search techniques, data 
processing, scientific writing, research planning and 
mastering book writing techniques. In addition, 
creative and innovative thinking skills are needed by 
Widyaiswara for the discovery of innovation in 
education. But the most decisive is the determination 
and commitment to learn in order to increase 
professionalism; 3). For factors that influence the 
implementation of professional development there 
are several, among others are professional 
development policies, work facilities and 
infrastructure, availability of budget for research and 
the most decisive are motivation, behavior attitude 
and determination of the relevant Widyaiswara 
him/herself to advance. These factors have a positive 
effect which encourages Widyaiswara to carry out 
professional development (because this is 
mandatory) and there are also negative influences 
such as the unavailability of research budgets, work 
facilities and infrastructure. 4). The acquisition of 
Widyaiswara credit figures from professional 
development is still very low. Of the 16 
Widyaiswara from the Ministry of Village, 
Development of Disadvantaged Region and 
Transmigration, there are 8 people who proposed the 
determination of the credit figure. Of the 8 people 
who applied for professional development only 5 
people and 2 out of those 5 should have been 
promoted but were blocked from acquisition of 
credit numbers sub elements of professional 
development 

Based on the conclusions above, it is 
recommended as follows: 1). To the State 
Administration Agency to review professional 
development policies, because existing policies are 
not challenging enough to increase the 
professionalism of today's Widyaiswara, especially 
in scientific publications. In addition, it is also 
recommended to review competency standards 
especially those related to professional development; 
2). To the ASN Employee Training Center, the 
Ministry of Village, Development of Disadvantaged 
Regions and Transmigration to be able to provide 
research budgets for each of the Widyaiswara and 
work facilities and infrastructure, especially 
scientific publication media. 3). To Widyaiswara to 
be committed to improving competence and 
professionalism, especially the development of 

competencies in research, scientific writing and 
scientific publications. Because if you do not want 
or are not motivated in self-development or 
development of this profession, then the 
Widyaiswara will be crushed in this era of change 
which is full of challenges and competition. 
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Abstract: The objective of this causal research was to obtain information concerning: (1) the effect of organizational 
justice toward work engagement; (2) the effect of trust toward work engagement; and (3) the effect of 
organizational justice toward trust. The research was conducted by using a survey method with path analysis 
of testing hypothesis. In this research, principals of employees on Jakarta has been choosen as a unit 
analysis and 72 samples of principals were selected randomly. The results of the research are as follows: (1) 
there is a direct positive effect of organizational justice toward work engagement; (2) there is a direct 
positive effect of trust toward work engagement; and (3) there is a direct positive effect of organizational 
justice toward trust. Implications of research efforts to improve the work engagement of Jakarta, the 
increased, the organizational justice and trust. 

1 INTRODUCTION 

Human resources (HR) is a very important factor for 
the progress of the organization, the company and 
the state. It is the key to determine organizational, 
enterprise and country development.  In plain view, 
human resources (HR) is employed in an institution 
as a driver, thinker, and implementer in order to 
achieve the goals of the institution. Thus, sooner or 
later the achievement of corporate goals, depending 
on the human resources employed. HR is seen not 
merely as a major asset, but a multipliable and 
multipliable asset, developed (compared to 
investment portfolio) and not vice versa as liability 
(expense or cost). This is where the perspective of 
HR as an investment for institutions or organizations 
more prominent (Stephens & Greer, 1995).  

Job involvement is a key factor that determines 
the success of a company in achieving the 
effectiveness of work performance and productivity 
of a company, so the company is required to build 
increased job involvement as an effort to achieve the 
goals to be achieved. 

Newstrom stated, Job Involvement is the degree 
to which employees immerse themselves in their 
jobs, invest time and energy immerse and view work 
as a central part of their overall lives. Job-involved 

employees are likely to believe in the work ethic, to 
exhibit high growth needs, and to enjoy participation 
in decision making (Wildschut et al., 2015). 
Furthermore, Newstrom stated Job Involvement is 
the degree to which employees immerse themselves 
in their jobs, invest time and energy immerse and 
view work as a central part of their overall lives. 
Job-involved employees are likely to believe in the 
work ethic, to exhibit high growth needs, and to 
enjoy participation in decision making (Wildschut et 
al., 2015). 

Many factors influence and are related to job 
involvement, two factors including organizational 
justice and organizational trust. Both of these factors 
have a significant influence on employee job 
involvement in the management of the company. So 
that in managing the company is required to build 
organizational justice and organizational trust as an 
effective strategy in optimizing the involvement of 
employee organizations within the company. 
Organizational justice is the perception of 
organizational members about how they are treated 
fairly in the organization they work in, both 
perceptions of distributive justice, procedural justice, 
interactional justice, and informational justice. 
Luthan argue about, a perception of distributive 
justice, which is an individuals cognitive evaluation 
regarding whether or not the amounts and a¬location 
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of rewards in a social setting are fair. In simple 
terms, distributive justice is one’s belief that 
everyone should get what they deserve culturally 
(Luthans, 2011).  

A person's assessment of organizational justice is 
influenced by fair decisions. This fair decision 
influences satisfaction and commitment. Rachmaisca 
stated that organizational justice has a positive and 
significant influence on job involvement. Related to 
this view, meanwhile Schermerhorn : “Interactional 
justice is the degree to which the people affected by 
a decision are treated with dignity and respect” 
(Serap Altuntas, 2010). “Job involvement as the 
degree to which a person is identified 
psychologically with their work or the importance of 
work in their whole self-image” (Mccandliss, 
Cohen, & Dehaene, 2003). 

From the above thoughts, it can be stated that 
organizational justice has a positive direct effect on 
job involvement. Another aspect that also influences 
organizational involvement is employee trust in the 
organization. Trust in organizations is the will of 
organizational members to surrender themselves to 
the authority of the organization by realizing the 
positive expectations of the members of the 
organization. Trust in organizations grows along 
with aspects: organizational integrity, organizational 
competence, organizational loyalty and 
organizational loyalty. Bussing explains employee 
trust in the organization can affect the job 
involvement of employees, (Andre Bussing, 2002). 
Newstrom stated “without trust, confidence is the 
integrity, ability and truthfulness of others team 
members will feel insecure stressed and reserved” 
(John W. Newstrom, 2011b). Greenberg, Trust is the 
belief in one's word and action on other (Broides, 
Dagan, Greenberg, Givon-lavi, & Leibovitz, 2009).  

When employees have high trust in the company, 
they will care about the future and success of the 
company and understand their role and try to do the 
best for the company. 

The research conducted by Widjajani, Nimran, 
and Utami proved that trust in companies has a 
significant influence on job involvement (Roos 
Widjajanti, Umar Nimran, 2017). The results of this 
study prove that trust in the company perceived by 
employees will increase employee engagement 
which is a form of employee commitment to carry 
out their duties thoroughly. Thus, trust in 
organizations plays an important role in the 
company, especially in creating involvement or 
commitment. 

Organizational trust has a positive impact on 
increasing motivation, organizational commitment 
and job satisfaction. Trust of employees in the 
organization continues to meet employee 
expectations in creating a reciprocal relationship 

between trust and fairness of the organization. 
Organizational justice is the main requirement in 
understanding the effectiveness of organizational 
functions and satisfaction of employees (Shadi 
Mahmoudi & Hassani, 2014).  

Barrow, Ardakani, Harooni, and Pour proved 
that there is a relationship between organizational 
justice and job involvement; and organizational 
justice has a positive influence on trust in the 
organization (Had A. Barrow, Mohammad Shaker 
Ardakani, 2013). According to Bies, the assessment 
of justice is also based on the quality of 
interpersonal treatment received during the 
procedure to execute the policy and the assessment 
will affect the attitudes and behavior of individuals 
(Robert J. Bies, 2005). Masterson added that by 
showing interactional justice, it would have a 
significant effect on employee confidence 
(Masterson & Taylor, 2019). 

The internal control system in the company must 
be effective so as to create conducive working 
conditions through the application of equitable 
justice to all employees which implies reducing 
employee motivation to cheat or actions that cannot 
be trusted. Because the injustices felt by employees 
will become a pressure and encourage someone to 
commit fraud (Lisa Amelia Herman, 2013). If justice 
for employees is fulfilled well then the productivity 
and work results of employees will increase and 
eliminate the motivation to take actions that harm 
the company so as to encourage the achievement of 
the objectives that have been set (Pennington, 
Beasley, Dicker, & English, 2014). Aren, Elder, and 
Beasley state that cheating and declining 
performance of employees occur because of 
motivation as an incentive to commit fraud caused 
by pressure in the offender, whether in the form of 
financial problems, bad behavior or a less conducive 
work environment (Pennington et al., 2014). 
According to Lawler, when a person gets unfair 
treatment, it will lead to jealousy among employees 
and they will fight resistance or respond to lying and 
cheating (Indah Suhartini, 2011).  

The above thinking indicates that organizational 
justice affects trust. Employees who get 
organizational justice will have high trust in both the 
organization, leadership and organization regulation. 

From the description above, researchers consider 
it important to conduct research on The Effect of 
Organization Justice, Trust Towards Work 
Engineering of Employees in Jakarta, Indonesia.  

The problems in this study are: (1) Is there an 
effect of organizational justice toward work 
engagement of employee on Jakarta in Indonesia? 
(2) Is there an effect trust in work enggament of 
employee on Jakarta in Indonesia? (3) Is there an 
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effect of justice organization toward trust of 
employee on Jakarta in Indonesia? 

 

2 THEORICAL FRAMEWORK 

2.1 Job Involvement  
Human resources (HR) is one of the important 
production factors that determine the development 
of an organization. This can happen because all 
organizational activities will be carried out by HR or 
employees. Therefore, it can be said that the success 
or failure of achieving organizational goals will be 
determined by the involvement of employees in 
organizational activities. 

Newstrom stated,  Job Involvement is the degree 
to which employees immerse themselves in their 
jobs, invest time and energy immerse and view work 
as a central part of their overall lives. Job-involved 
employees are likely to believe in the work ethic, to 
exhibit high growth needs, and to enjoy participation 
in decision making (John W. Newstrom, 2011a). 
Schermerhorn et al. stated that Job involvement, 
which is defined as the extent to which an individual 
is dedicated to a job. Someone with high job 
involvement psychologically identifies with her or 
his job, and, for example, would be expected to 
work beyond expectations to complete a special 
project (John R. Schermerhorn, James G. Hunt, 
2004).  

Robbins dan Coulter added that Job involvement 
is the degree to which an employee identifies with 
his or her job, actively participates in it, and 
considers his or her job performance to be important 
to his or her self-worth. Employees with a high level 
of job involvement strongly identify with and really 
care about the kind of work they do (Stephen P. 
Robbins, 2007). Their positive attitude leads them to 
contribute in positive ways to their work. High 
levels of job involvement have been found to be 
related to fewer absences, lower resignation rates, 
and higher employee engagement with their work 
(Stephen P. Robbins, 2007).  

Rabinowitz and Hall stated “Job involvement as 
the degree to which a person is identified 
psychologically with their work or the importance of 
work in their whole self-image” (Aaron Cohen, 
2003). Robbins dan Judge berpendapat, Job 
involvement the degree to which a person identifies 
with a job, actively participates in it, and considers 
performance important to self worth. Employees 
with a high level of job involvement strongly 

identify with and really care about the kind of work 
they do (Stephen P. Robbins, 2005).  

Judge dan Robbins, sated,  the investment of an 
employee’s physical, cognitive, and emotional 
energies into job performance. Practicing managers 
and scholars alike have lately become interested in 
facilitating job engagement, believing something 
deeper than liking a job or finding it interesting 
drives performance (Robbins & Judge, 2014). 

Based on the above definition, it can be 
concluded that work involvement is when work is 
the center of life for someone, when someone 
actively participates in his work, when performance 
is part of his self-esteem, when someone feels 
performance as a concept of his life. 

 
2.2 Organizational Justice 
Organizational justice is one of the concepts in 
organizational behavior that continues to develop 
today. The results of various studies and reviews of 
the concept of organizational justice show that this 
concept plays an important role in determining the 
various attitudes and behavior of individuals towards 
the company. Some of the following expert opinions 
reveal the definition of organizational justice. 

Kreitner dan Kinicki stated, Justice reflect the 
extent to which people perceive that they are treated 
fairly at work This in turn, to the identification of 
there different components of organizational justice; 
distributive, procedural and interactional (Tiur Asi 
Siburian, 2013). Robbins and Judge revealed that 
organizational justice is overall perception of what is 
fair in the workplace (Robbins & Judge, 2014). 
Example: I think this is a fair place to work. An 
overall perception of what is fair in the workplace, 
composed of distributive, procedural, and 
interactional justice (Robbins & Judge, 2014).  

Based on the opinions mentioned above, it can 
be concluded that organizational justice is divided 
into four dimensions, among others: 1) distributive 
justice, 2) procedural justice, 3) interactional justice 
and 4) informational justice. 

Distributive justice according to Schermerhom et 
al, Organizational justice is an issue of how fair and 
equitable people view workplace practices (John R. 
Schermerhorn, James G. Hunt, 2004). One of the 
basic elements of equity theory is the fairness with 
which people perceive they are being treated. This 
raises an issue in organizational behavior known as 
organizational justice—how fair and equitable 
people view the practices of their workplace. In 
ethics, the justice view of moral reasoning considers 
behavior to be ethical when it is fair and impartial in 
the treatment of people. Organizational justice 
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notions are important in OB, and in respect to equity 
theory, they emerge along three dimensions. 
Procedural justice, distributive justice, and 
interactional justice (John R. Schermerhorn, James 
G. Hunt, 2004). Whereas George and Jones define, 
procedural justice is concerned with the perceived 
fairness of the procedures used to make decisions 
about the distribution of outcomes. It is not 
concerned about the actual distribution of outcomes 
(Abbott et al., 2010). 

Schermerhorn et al. stated interactional justice is 
the degree to which the people affected by a decision 
are treated with dignity and respect. Interactional 
justice in a sexual harassment case, for example, 
may mean that both the accused and accusing parties 
believe they have received a complete explanation of 
any decision made (John R. Schermerhorn, James G. 
Hunt, 2004).  

George and Jonnes, stated, informational justice 
captures employee perceptions of the extent to 
which managers explain their decisions, and the 
procedures used to arrive at them, to employees . For 
example, managers can explain to employees (1) 
how they assess inputs, including time, effort, 
education, and previous work experience; (2) how 
they appraise performance; and (3) how they decide 
to distribute outcomes. When managers describe the 
procedures they use to distribute outcomes in an 
honest, forthright, and timely manner, when their 
explanations are thorough, and when subordinates 
perceive these explanations to be well-reasoned, 
perceptions of informational justice are likely to be 
high. 

Based on the conceptual description above, it can 
be synthesized that organizational justice is the 
employee's perception of the organization's 
treatment in treating organizational members fairly. 
The indicators are: (1) distributive justice; (2) 
procedural justice; (3) interpersonal justice; and (4) 
informational justice. 

 
2.3 Trust 
Trust is a term that is very popular in the reality of 
everyday life both at home, environment, workplace, 
place of worship, campus, and in other places in 
various situations. But the discussion of trust is not 
accompanied by good conceptual and theoretical 
understanding. 

Colquitt, Lepine, dan Wesson (Jason A. Colquitt, 
Jeffrey A. LePine, 2015) argue, "trust is defined as 
the willingness to be vulnerable to an authority 
based on positive expectations about the authority’s 
actions and intentions”. McShare dan Glinow define, 
trust is a psychological state comprising the 

intention to accept vulnerability based on positive 
expectations of the intent or behavior of another 
person (M. A. V. Glinow and S. L. McShare, 2010). 
A high level of trust occurs when others affect you 
in situations where you are at risk, but you believe 
they will not harm you (Wakkee, Elfring, & 
Monaghan, 2010).  

Robbins dan Coulter stated, the trust is defined 
as the belief in the integrity, character, and ability of 
a leader (Stephen P. Robbins, 2007). Followers who 
trust a leader are willing to be vulnerable to the 
leader’s actions because they are confident that their 
rights and interests will not be abused.  

Rousseau et al. (Stephen P. Robbins, 2007) 
define that “trust is a psychological state that exists 
when you agree to make yourself vulnerable to 
another because you have positive expectations 
about how things are going to turn out”. 

Meanwhile, Fugate and Kinicki argue, trust is a 
reciprocal belief that another person will consider 
how his or her intentions and behaviors will affect. 
To build trust, we can benefit by practicing the 
following behaviors for building and maintaining 
trust: 1) communication; 2) support; 3) respect; 4) 
fairness; 5) predictability; and 6) competence 
(Stephen P. Robbins, 2007).  

Hellriegel dan Slocum argue, trust maintaining 
confidentiality of information shared by others and 
not misusing it, a sense of assurance that others will 
help when needed and will honor mutual obligations 
and commitment (Don Hellriegel, Susan Jackson, 
2007). 

Based on the description above, it can be stated 
that trust is a psychological condition of a person 
that creates a desire to depend and have confidence 
in others. The indicators are: (1) integrity; (2) 
competence; (3) consistency; and (4) loyalty. 

 

3 RESEARCH METHOD 

The method used in this research is used survey 
method (Donna M. Mertens, 2014), (Dean McKay, 
2008) that is doing direct research at a employee  in 
Jakarta of Indonesia. Data collection tool used is 
questionnaire. The research data was collected by 
used the researcher developed questioner and given 
to the sample from the population (Musringudin, 
Akba, & Karnati, 2017). The research respondents 
are employee in Jakarta of Indonesia with 72 
employee and the sample is determined by using 
cluster random sampling technique. The  variable of 
work enggament as dependent variable, while the 
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variable of organization Justice and Trust as 
independent variable. 

Questionnaire of organization Justice, Trust and  
work enggament  model validated by product 
moment correlation formula, while reliability is 
measured by Alpha Cronbach formula (Tavakol & 
Dennick, 2011), (Gliem & Gliem, 2003), (Tavakol 
& Dennick, 2011), (Lee J. Cronbach, 1951). Data  
analysis using simple correlation and regression 
techniques. 

4 ANALYSIS 

4.1 Directly Positive Organizations Influence 
Positively to Job Engagement 

The statistical hypothesis tested is directly 
influencing Positive Organizational Justice (X1) on 
Job Engagement (X3). 

Based on the Anova or Ftest, the Fcount is 18.32 
and Ftable is 7,01. Since 18,32 is much bigger than 
17,01, the regression model can be used to predict 
Job Engagement. 

Table 1: Data Calculation 

Source  
Varians 

Dk JK RJK FCount FTable 

α = 0,05 α = 0,01 

Total 72 447168 652,81
254,01

18.32 3,98 7,01 

Regresion a 
Regresion b/a 
Residual 

1 
1 
 
70 

424734,72 
4652,81 
 
17780,47 

2,46 

Usuitable 
Error 

6 
24 

11058,22 
6722,25 

240.40
280.09

0.858 1,87  

 
Based on the result of the analysis of the 

influence of Organizational Justice (X1) to Job 
Involvement (X3), the coefficient of ρ31 path is 
0,307 with tcount = 2,60, while table value = 1,99 (α 
= 0,05; dk = 69). Therefore tcount> table, then H0 is 
rejected, H1 accepted. Thus it can be concluded that 
Organizational Justice has a direct positive effect on 
Job Involvement. 
 
4.2 The Effect Direct Positive Effect of Trust 

on Job Involvement. 
Statistical hypothesis tested is positive direct 
positive effect of Trust (X2) on Job Involvement 
(X3). 

Based on the Anova or Ftest, the Fcount is 17.92 
and Ftable is 7,01. Since 17,92 is much bigger than 
17,01, the regression model can be used to predict 
Job Engagement. 

Based on the result of path analysis of the 
influence of trust (X2) on Job involvement (X3), the 
path coefficient ρ32 is 0,299 with tcount = 2,53, 
while ttable value = 1,99 (α = 0,05; dk = 69). 
Therefore, t count> t table, then H0 is rejected, H1 
accepted. Thus, it can be concluded that trust has a 
direct positive effect on Job Engagement. 
 

Table 2: Data Calculation 

Source 
Varians 

Dk JK RJK FCount FTable 
α = 0,05 α = 0,01 

Total 72 447168 
 
4571,62 
4571,62 

17.92 3,98
7,01 

Regresion a 
Regresi b/a 
Residual 

1 
1 
70 

424734,72 
4571,62 
17861,66

 
 

Usuitable 
Error 

43 
27 

11949,30 
5912,36

277.89
218,98

1,269 1,83 2,37 

 
4.3 The Directly Positive Influence of 

Organizational Justice to Trust. 
The statistical hypothesis tested is directly positive 
influence of Organizational Justice (X1) to Trust 
(X2). 

Based on the Anova or Ftest, the Fcount is 22.88 
and Ftable is 7,01. Since 18,32 is much bigger than 
7,01, the regression model can be used to predict Job 
Engagement. 
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Table 3: Data Calculation 

Source 
Varians 

Dk JK RJK FCount FTable 
 α = 

0,05 
α = 
0,01 

Total 72 447168
 
 

4571,62 
4571,62 

17.92 3,98
7,01 

Regresion a 
Regresi b/a 

Residual

1 
1 
70 

424734,72 
4571,62 
17861,66

 
 

Unsuitable
Error 

3 
27 

11949,30 
5912,36

277.89
218,98

1,269 1,83 2,37 

 
Based on the result of path analysis of the 

influence of Organizational Justice (X1) to Trust 
(X2), the path coefficient ρ21 is 0,496 with tcount = 
4,78, while ttable value = 1,99 (α = 0,05; dk = 70). 
Therefore tcount> ttable, then H0 is rejected, H1 
accepted. Thus it can be concluded that 
Organizational Justice has a direct positive effect on 
Trust. 

5 CONCLUSIONS 

5.1 Directly Positive Organizations Influence 
Positively to Job Engagement 

From the results of the second hypothesis testing can 
be concluded that there is a direct positive influence 
of organizational justice on job involvement with the 
value of correlation coefficient of 0.455 and the 
coefficient value of the path of 0.307. Such results 
can be understood considering organizational justice 
is needed in supporting the success of the 
organization, especially increasing employee 
engagement. This can be seen from Luthans' 
statement about Equity,      Equity theory serves the 
foundation for the common thread of perceived 
faimess among these dimension of justice. Recent 
theory development specifies the-equity theory and 
be extended in to what is now commonly known as 
organizational justice  (Silverthorne, 2005).  

Equity theory serves the foundation for the 
common thread of perceived faimess among these 
dimension of justice for example equity theory 
explains condition under which decision outcomes 
(pay levels, pay raises, and promotion) are perceived 
as being fair or unfair. Person engaged in this type of 
thinking examine the results as opposed to how 
those results were achived. Equity theory supports a 
perception of distributive justice, which is an 
individuals cognitive evaluation regarding whether 
or not the amounts and a¬location of rewards in a 
social setting are fair. In simple terms, distributive 

justice is one’s belief that everyone should get what 
they deserve culturally (Luthans, 2011), (Sommer, 
Bae, & Luthans, 1996). 

Equity theory is a common ground for measuring 
fairness in an organization. The latest development 
of this theory (Equity Theory) determined that 
equity theory is now known as organizational 
justice. For example, equity theory explains the 
conditions under which decisions on rate increases, 
salary increases, promotions, are considered fair and 
unjust measures. The result of meta-analysis 
research shows that employee perception about 
distributive justice has an effect on job involvement 
in work and employee commitment. 

With the results of statistical testing, it further 
strengthens the theories that explain that 
organizational justice has a direct positive effect on 
job involvement. 
 
5.2 Positive Direct Positive Trust on Job 

Engagement 
From the results of testing the second hypothesis can 
be concluded that there is a direct positive influence 
of Trust on Job Involvement with the value of 
correlation coefficient of 0.451 and the value of the 
coefficient of the path of 0.299. This implies that the 
trust given by the organization or employees who 
believe in the organization where they work will 
increase the employment involvement of PT. 
Pulogadung Steel Jakarta. Such results can be 
understood given the trust is needed in supporting 
the success of the organization, especially increasing 
employee engagement. This can be seen from 
Bussing's statement that explains employees' trust in 
the organization can affect employee's employee 
engagement. 

Another potensial consequence of trust in 
invoelvement in work and job. While organizational 
commitment is by definition directed to the 
organization as a whole or parts of it, involvement 
has to do with one's work or with one's present job 
in an organization. The diffrentiations in many form 
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of self-employment is associated with what is called 
"work as a central life interest"; job involvement is a 
specific belief regarding one's relathionship to one 
present job. Therefore, job involvement focusses on 
the centrality of work in one's own life and thus is a 
normative belief about the value of work in one's 
life. Against, this background job involvement can 
be defined as a belief which is contemporaneously 
caused whereas (Andre Bussing, 2002).  

Another potential consequence of trust is the 
involvement of a person in performing his or her 
work. Meanwhile, the definition of organizational 
commitment is the direction of the organization as a 
whole or part of it, the involvement of work between 
a person and an organization. While employment 
engagement is associated with what is called work 
as a center of one's activity, where job involvement 
is a continuous belief or trust. 

With the results of statistical testing, it further 
strengthens the theories that explain that trust has a 
direct positive effect on employment involvement. 
 
5.3 Organizational Justice Influential Direct 

Positive to Trust 
From the results of the first hypothesis testing can be 
concluded that there is a direct influence Positive 
Organizational Justice on Trust with the value of 
correlation coefficient of 0.496 and coefficient value 
of 0.496. This gives the meaning of organizational 
justice will increase employee confidence in PT. 
Pulogadung Steel Jakarta. Such results can be 
understood given the organization's justice is needed 
in supporting the success of the organization, 
especially improving employee confidence. This can 
be seen from the statement Robbins and Coulter 
define, trust is defined as the belief in the integrity, 
character, and ability of a leader. Followers who 
trust a leader are willing to be vulnerable to the 
leader’s actions because they are confident that their 
rights and interests will not be abused (Robbins & 
Judge, 2014). 

Trust is defined as a belief in the integrity, 
character, and ability of a leader. Subordinates who 
trust their bosses will be vulnerable to the actions of 
their superiors because they have the confidence that 
their rights and interests will not be misused. 

Organizational behavioralists identify the five 
dimensions that shape the concept of trust, namely: 
integrity, competence, consistency, loyalty, 
openness. Integrity is a concept related to 
consistency in behavior or actions, values, methods, 
measures, principles, expectations and the resulting 
things. Individuals with integrity have a straight 
person and strong character. The integrity of the 

members of the organization and/or the employer 
will automatically apply the system of justice to the 
organization. Organizational trust has a positive 
impact on increasing motivation, organizational 
commitment and job satisfaction. Employee 
confidence in the organization continues to meet 
employee expectations in creating a reciprocal 
relationship between organizational trust and justice.  

Organizational justice is a key requirement in 
understanding the effectiveness of organizational 
functions and employee satisfaction (Shadi 
Mahmoudi & Hassani, 2014). When individuals feel 
an injustice, then their morale will come down and 
allow them to abandon their job responsibilities. If 
an employee has discarded his or her 
responsibilities, then the consequences that will be 
incurred by the organization are decreased 
productivity, the incidence of turnover intention, and 
increased number of employee absenteeism. 

With the results of statistical testing, it further 
strengthens the theories that explain that 
organizational justice has a direct positive effect on 
trust. 

6 CONCLUSIONS 

The conclusions of this research are as follows: first, 
the improvement and improvement of organizational 
fairness applied by the company will lead to 
increased employee engagement (Cropanzano, 
Byrne, Bobocel, & Rupp, 2001). Second, 
improvement and improvement of employee 
confidence in the company will lead to increased 
employee engagement (Macey & Schneider, 2008). 
Third, Improvement and improvement of 
organizational fairness applied by the company will 
lead to increased employee confidence in the 
company (Jong & Wetzels, 2002), (Linjuan Rita 
Men, 2012). 
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Abstract: This study presents a concise understanding of the impulsive purchasing behavior via online Shopee of the 

Millennials. Indonesia has entered the Industry 4.0 era that is marked by the evolving of a number of e-

commerce sites and online shopping’s. The evolved online shopping’s directly influences the Millennials’ 

perspective on market-shopping activities. The Millennials prefer to make online purchasing’s rather than 

the conventional ones. In this study, the phenomenon of impulsive purchasing via online Shopee was 

quantitatively analyzed using a correlational approach of Pearson Product Moment. The data was taken 

from 97 Millennials from a private university in Medan. It was found that the impulsive purchasing of 

Millennials was as consequences of lack of purchasing decision, Millennial’s mindset and hedonic shopping 

motivation.

1 INTRODUCTION 

Millennial Generation or called Generation Y is a 

generation that is close to technology. This 

generation according to (Hawkins, DI, 

Mothersbauhg, DL, 2013) was born between 1977 

and 1994. The characteristics of this generation are 

daily activities that are inseparable from information 

and communication technology, as well as the ease 

of internet access that allows for a variety of 

information. Millennial generation criteria are found 

in students at Medan City Private University.  

The average student is born in the generation Y 

period. This is also supported by research conducted 

by (“APJII (Asosiasi Penyelenggara Jasa Internet 

Indonesia,” 2016) which shows the profile of internet 

users in Indonesia dominated by users aged 18-25 by 

49%. With the sophistication of the technology, one 

can also conduct goods purchase transactions without 

having to meet directly with the seller or through a 

conventional store. The online application that is 

often used by the millennial generation is now the 

Shopee application. This online purchase is 

increasingly enjoyed because it has several 

conveniences, namely unlimited space and time, 

convenience and the best available range of product 

choices (Brynjolfsson & Smith, 2000). Often we meet 

consumers who buy goods without being planned or 

known as impulsive buying. Impulsive buying is an 

unplanned and sudden purchase that is driven by 

cognitive and affective (Rookh, 1987) An impulsive 

person has a very strong urge to buy goods. But in 

making a purchase, consumers do not always meet 

their needs. (Holbrook, M.B, Hirschman, 1982) 

consumers seek fantasy and pleasure. In line with 

(Verplanken, B, Herabadi, A.G.Perry, J.A, Silvera, 

2005) buyers who impulsively buy goods because of 

the factors of pleasure and enjoyment are not merely 

functional considerations.  

Therefore, this study wants to analyze the 

relationship of inclusive behavior to online 

purchasing decisions at Shopee in the millennial 

generation at the Medan City Private University. 

2 THEORICAL FRAMEWORK 

2.1 Impulsive Purchases 

According to (Kacen, J, Jacqueline, Julie Anne, 

2002), impulse buying is interpreted as an act of 

purchase carried out without prior consideration. 
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Impulsive buying is also defined as a planless 

purchase characterized by (1) relatively fast decision 

making (2) subjective prejudice in the desire to 

immediately own an item (Rookh, 1987). Impulsive 

buying is also excessive shopping behavior, 

unplanned and unbearable compared to planned 

shopping behavior. Consumers who are very 

impotent tend not to think about something, are 

easily attracted to something, and want immediate 

satisfaction. Such consumers often do not pay too 

much attention to the negative consequences that 

might arise due to the actions they take. 

2.1.1 Characteristics of Impulsive Purchases 

(Kacen, J, Jacqueline, Julie Anne, 2002) also states 

that impulse buying has a number of characteristics 

as follows: 

1. There is an excessive feeling of interest in the 

product being sold 

2. There is a feeling to immediately have the 

product sold 

3. Ignoring all the consequences of purchasing a 

product 

4. There is a feeling of satisfaction 

5. The existence of a conflict that occurs between 

control and passion in the person. 

6. Customers who often make impulsive purchases 

often have very low attention to the potential for 

negative impacts as a result of their actions 

2.3 Buying Decision 

According to (Kotler, 2005) "Purchasing decisions 

are a stage where consumers have a choice and are 

ready to make a purchase or exchange between 

money and promises to pay with ownership rights or 

use of an item or service". 

(Susanto, 2012) also explained that decision 

making behavior by consumers to purchase products 

or services begins with an awareness of fulfilling 

needs or desires and realizes that there are further 

problems, then consumers will take several stages 

which eventually arrive at the post-purchase 

evaluation stage. 

According to (Dewi, Magdalena, & Dhiana, 

2015) purchase decision is a process of making 

purchasing decisions that includes determining what 

will be purchased or not making a purchase and the 

decision is obtained from previous activities. From 

several definitions of decision making that have 

been described above, it can be concluded that 

purchasing decisions are a decision-making process 

for purchases that will determine whether or not the 

purchase is purchased which begins with an 

awareness of fulfillment or desire. 

Factors Affecting Purchasing Decisions : 

(Kotler, 2005) states that consumer purchasing 

behavior is influenced by the following factors: 

a. Cultural Factor. 

Cultural factors have the most extensive and deepest 

influence. Culture, sub-culture, and social class are 

very important for buying behavior. Culture is the 

most basic determinant of desires and behavior. Sub-

cultures include nationality, religion, racial groups, 

and geographical regions. Whereas social class is a 

relatively homogeneous and permanent division of 

society, which is arranged hierarchically and whose 

members adhere to similar values, interests and 

behaviors. Social classes not only reflect income, but 

also other indicators such as employment, education, 

and the area of residence. 

b. Social Factors. 

In addition to cultural factors, consumer behavior is 

influenced by social factors such as reference 

groups, families, and the role and social status of the 

community. 

c. Personal Factor. 

Buyer decisions are also influenced by personal 

characteristics. These characteristics include the age 

and stages of the life cycle, work, economic 

conditions, lifestyle, and personality and self-

concept of the buyer. 

d. Psychological Factors. 

The choice of one's purchase is influenced by four 

main psychological factors. These factors consist of 

motivation, perception, learning, and beliefs and 

attitudes. The need will be a motive if he is 

encouraged to reach the stage of adequate intensity. 

Motive is an adequate need to encourage someone to 

act. Perception is a process used by individuals to 

choose, organize, and interpret information input to 

create a picture of the world that has meaning. 

Perception can vary greatly between individuals 

with one another who experience the same reality. 

3 METHODOLOGY 

The type of research used in this study is 

explanatory research with a quantitative approach. 

The research location is at Private Universities in 

Medan City, the reason for choosing research 

locations in this study is because consumers who 

make purchases at the Shoopee online application 
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are consumers aged 18-25 years. Respondents in this 

study were 97 respondents, determining the number 

of respondents using Slovin formula. The sampling 

technique uses a purposive sampling technique with 

the criteria of respondents, namely consumers who 

have made a purchase at least 3 times in the Shoopee 

Application. by using a Likert scale. This study uses 

descriptive analysis techniques, Pearson Product 

Moment correlation analysis. 

4 RESULT AND DISCUSSION 

The research hypothesis is that there is a significant 

relationship between inclusive behavior and online 

purchasing decisions at shopee in the millennial 

generation at the Medan city private university. 

Hypothesis testing using SPSS 20.0, the results of 

testing this hypothesis can be seen in the following 

table. 

Table 1: Results of Hypothesis Testing. 

Correlation 

Model 

Correlation 

Coefficient 

(r) 

R table 

Determinatio

n Coefisien 

(r²) 

t count Sig 

XY 0,482 0,1840 0,639 4,914 0,00 

 

The results of the analysis show that inclusive 

behavior is related to online purchasing decisions at 

shopee in the millennial generation in the private 

university city of Medan. this is indicated by the 

value r = 0.482, p = 0.000, so the hypothesis is 

accepted where there is a relationship between 

inclusive behavior towards online purchasing 

decisions at shopee in the millennial generation in 

the private university city of Medan. 

The results of the study can be described as 

follows: 

 

Figure 1: Research Result. 

The purchase relationship is inclusive with the 

online purchasing decision in shopee for millennials 

in Medan city private university based on the results 

of research that has been carried out using product 

moment correlation analysis. It is known that the 

correlation between inclusive purchases and shopee's 

online purchase decisions in millennials in Medan 

0.482 which indicates a moderate level of 

correlation which is in the range of 0.40 - 0.599. 

This value also shows that there is a positive 

relationship between inclusive purchases and online 

purchasing decisions at shopee in the millennial 

generation in a private city field university because 

the correlation is positive. 

The determination coefficient is 0.639. This 

means that the effect of inclusive purchases with 

online purchasing decisions at shopee in the 

millennial generation at the private university of 

Medan city is 63.9% and 36.1% determined by other 

factors. 

This impulsive purchase can occur because 

consumers experience a crisis in purchasing 

planning, thinking processes and reflect when 

shopping. In addition, the purchasing process 

involves information seeking. Impulsive consumers 

have less quality and quantity of information about 

goods to be purchased (Verplanken, B, Herabadi, 

A.G.Perry, J.A, Silvera, 2005). Thus in the time 

needed by consumers to see products on Shopee's 

online shopping site until the purchase process is 

relatively short. Purchases made online are 

encouraged by factors such as lifestyle shooping, 

hedonic shopping motivation, and reference groups. 

The appearance of goods or products presented 

on the website encourages consumers to buy them 

without taking into consideration the financial side 

and other consequences that arise from the purchase 

(Of, 2010). (Peck & Childers, 2006) describes if in a 

short time consumers feel excitement, pleasure , also 

satisfaction. When someone explores a website, at 

that time he is exposed to various information. 

Information obtained can be in the form of 

advertisements that appear on the pages of sites that 

are opened. Promotions and advertisements received 

by someone can encourage impulsive purchases 

(Mohammad Mahmoudi Maymand, 2012). In 

general, promotions or advertisements in the form of 

price discounts or bonuses. Likewise advertisements 

on the internet. However, at the online purchase 

discount prices are more attractive to consumers 

(Xu, Zhang, & Xue, 2013). This price discount is 

felt directly by consumers because he can easily 

compare prices by exploring online shopping sites. 

Therefore, when you get discounted information 

from online shopping sites, cyber explorers will be 

more motivated to directly make purchases. 

5 CONCLUSIONS 

Human nature tends to be consumptive, which 

means that consumers always consume products or 

services all the time. Consumptive behavior arises 

besides being due to meeting diverse needs, but also 

Implusive 

Behavior 

Rxy = 

0,482 
Purchasing 
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to follow the growing trend in the market. Therefore, 

marketers must be able to understand the desires and 

needs of these consumers, as well as the trends of 

the millennial generation that are in effect in order to 

create and develop their marketing strategies in the 

era of Revolution 4.0. Every marketing strategy set 

by marketers will influence consumer behavior. 

The results of the analysis show that inclusive 

behavior is related to online purchasing decisions at 

shopee in the millennial generation in the private 

university city of Medan. indicators of inclusive 

behavior are lifestyle shooping, hedonic shopping 

motivation, and reference groups. Shooping lifestyle 

carried out by self-study university students in the 

city of Medan students tend to choose to allocate 

their income to get various online products and 

services that are able to fulfill their desires to 

improve social status in their daily lives. Motivation 

of hedonic shopping that exists in students is an 

impulse that gives the driving force in someone who 

forces him to act to buy spontaneously the items that 

are in the Shopee application. And consumers will 

tend to behave exclusively with reference groups 

where reference groups are two or more consumers 

who shop together at the same time and the presence 

of others can influence consumers' decisions to buy 

more products than if consumers shop alone. 
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Abstract: Problems in this study is the result of studying the Syariah Accounting courses that students have not showed 
significant results. The acquisition of student value is relatively unfavourable because of the lack of precise 
learning method that has been used, Thus affecting the low of students' reasoning. Therefore, Researchers 
offer Mind Mapping and Character Building as a solution in improving student achievement. Mind Mapping 
and Character Building aims: (1) To know whether Mind Mapping and Character Building in KDBK Syariah 
Accounting feasible to be used in the student. (2) To direct and guide lecturers in improving the quality of 
learning through Mind Mapping and Character Building. (3) Become a training tool for reviews their lecturers 
to publish research results in scientific journals, both locally and Nationally accredited. This study will run 
and be done within 6 years of the whole course of KDBK Syariah Accounting. The subjects of this study are 
students majoring in accounting who take Syariah Accounting courses. Data analysis in this research using 
quantitative descriptive analysis. All the data collected is Analyzed by descriptive statistical techniques that 
are quantitatively segregated by category to sharpen judgments in drawing Conclusions. The result shows that 
Mind Mapping and Character Building is very suitable for students in accounting KDBK Shariah and proven 
to improve the quality of learning and can be a reference in the research result of lecturer in the scientific 
journal. There is also an invention where there are differences in students' understanding of the Syariah 
Accounting courses using Mind Mapping and Character Building between reviews those methods and reviews 
those that do not.

1 INTRODUCTION 

Universitas Negeri Medan (Unimed) or Medan State 
University have different business course of which 
the Accounting Studies Program. Unimed through the 
department should play a role in producing graduates 
who are professional and competent in various fields. 
On the other hand, the vision of the Department is 
Excellence in Science and Application of Accounting 
at the Regional Level in 2020 (Strategic Finance, 
2016), this means that the Accounting Department 
Unimed must produce graduates with high 
competitiveness. Graduates with a qualification can 
only be generated through professional academic 
services so that the learning process becomes more 
quality and keep abreast of the latest technology can 
be optimized. 

Shari'ah economic growth during the last 10 years 
is very significant with an increase of 33.2% ± (FSA, 
2015). Along with the development of Syariah in 
Indonesia's economy, it gives a signal that Syariah 
Accounting services is very important. Therefore, 
universities must produce graduates prospective 
professional accountants in the field of Syariah, the 
public and government and management accountant. 
To generate prospective professional accountants in 
the accounting field Shari'ah then it should be a 
learning process that is applied in the Accounting 
Department in Indonesia to be able to compete 
globally. Graduate has the potential to be a leading 
driver to win the competition Syariah Accounting 
services in Indonesia and ASEAN level. It can be 
obtained when the subject has a quality learning, 
especially in the field of Syariah in accordance with 
global demands. These tasks are then carried by 
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Unimed accounting majors to produce a reliable 
professional accountant in Syariah Accounting. 

Based on the 2016 curriculum-based KKNI, 
especially KDBK Syariah Accounting so subjects 
will start to be taught in the first semester of 2018 for 
the whole of 2018 the student of third semester 
majoring in Accounting. Therefore unquestionable 
teaching preparation, teaching materials, instructional 
media, as well as the Learning Method Plan per 
semester (RPS) conducted lecturers. The RPS 
contract covers lectures and syllabus of lectures. In 
the course contract must be stated that the task 6 Task 
Routine (TR), Critical Book Report (CBR), Critical 
Journal Review (CJR), Mini Research (MI), Project 
(PR), and Idea Engineering (RI). The sixth task is 
believed to answer the demands of KKNI that 
Unimed accounting graduate in Accounting KDBK 
Syariah is expected quality behavior, synchronized 
and integrated with accounting KDBK Syariah 
graduates at national and international levels. 

Based on the experience of teaching the course 
curriculum of Syariah Accounting time 2014 is 
positioned as elective courses can show some results 
as follows: first the average enthusiasts who choose 
Syariah Accounting subjects during the last three 
years as follows, for 2014 applicants Syariah 
Accounting of 16 people, or approximately 17.77% 
of the 90 number of students majoring in accounting 
class of 2011. for 2015, interest in Syariah 
Accounting totaling 20 people, or approximately 
21.27% of the 94 number of students majoring in 
accounting class of 2012. Similarly to accounting 
enthusiasts Syariah Accounting 2016 amounted to 27 
people, or approximately 27.83% of the number of 
students majoring in accounting 97, 2013. , for 2017  
interest in Syariah Accounting totaling 106 people, or 
approximately 96.36% of the 110 number of students 
majoring in accounting class of 2014. Finally, for 
2018 interest in Syariah Accounting totaling 126 
people, or approximately 96.67% of the 129 number 
of students majoring in accounting class of 2015. 
Completely force can be seen from table 1 below. 
Table 1 also shows a slight increase in interest in 
choosing courses in Syariah Accounting . 

Second, the average value of students who take 
courses in Syariah Accounting during the last three 
years is as follows, for 2014 students who get an A 
are as many as 3 people (19%) and the value of B as 
many as 13 people (81%) of 16 of 2011 the number 
of students who take courses in Syariah Accounting. 
For 2015 Students get an A are as many as four people 
(20%) and the value of B as many as 16 people (80%) 
of the 20 people the number of student class of 2012 
took a course in Syariah Accounting. For 2016, 

students who get an A are as many as six people 
(25%) and the value of B as many as 24 people (75%) 
of the 27 people the number of student class of 2013 
who took a course in Syariah Accounting. For 2017, 
students who get an A are as many as six people 
(35%) and the value of B as many as 24 people (65%) 
of the 27 people the number of student class of 2014 
who took a course in Syariah Accounting. For 2018, 
students who get an A are as many as six people 
(50%) and the value of B as many as 24 people (50%) 
of the 27 people the number of student class of 2015 
who took a course in Syariah Accounting. The 
explantion can be seen from Table 2 below. 
 
Table 1: Number of Students Choosing Syariah 
Accounting 

Force
Sem/ 
Year 

SKS 
Avg. 
value 

Student 
Acc. 
Dept. 

Acc 
Student 
Shari'ah 

(%) 

20
11

VII/ 
2014

2 90 90 16 
17.7
7%

20
12

VII/ 
2015

2 91 94 20 
21.2
7%

20
13

VII/ 
2016

2 94 97 27 
27.8
3%

20
14

VII/ 
2017

2 95 110 106 
96.3
6%

20
15

VII/ 
2018

2 96 129 126 
96.6
7%

Source: Preliminary Survey 2018 (data processing) 

 
Table 2: The average value Students Choosing 
Islamic Accounting 

Fo
rce 

Semester / 
Year 

Acc. 
Studen
ts 
Syari'a
h

The average 
value 

A B C E

20
11

VII / 2014 16 19% 81%  - 

20
12

VII / 2015 20 20% 80% - - 

20
13

VII / 2016 27 25% 75% - - 

20
14

VII/2017 106 35% 65%   

20
15

VII/2018 126 50% 50%   

Source: Preliminary Survey 2018 (data processing) 
 

Unquestionable independence due lecture scoring 
Syariah Accounting courses to the curriculum in 2014 
was only taught by a teacher. Expected in the first 
semester of the year 2018 this course will be taught 
by three lecturers for the entire 2016 curriculum 
students are required to take courses in Studying 
Syariah Accounting therefore it is necessary to do 
research on learning problems associated with the 
Syariah Accounting Semester Lecturing Plan ( RPS), 
teaching materials, instructional media and teaching 
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methods. So the results are expected to produce 
accounting graduates who have the competence to 
compete globally. 

This study focuses on the problems of teaching 
methods in Accounting Sharia. This is important 
because previous learning still using traditional 
learning methods are still focused on the lecturer. 
While modern learning method is a method of 
learning-oriented students, means that all students are 
required to learn, understand and summarize the 
material to be studied at each meeting. Besides 
lecturers participated as a facilitator of 
encouragement and material provider and 
information for all students. The learning method 
chosen in this study is a Mind Mapping and Character 
Building method. 

In this study, the researchers believe using Mind 
Mapping and Character Building in teaching 
accounting courses, students are expected Syariah 
Accounting able to explore science, Syariah 
Accounting by using mind mapping method and 
Character Building to produce professional 
competence in the field of Syariah Accounting. 

Based on the above research background 
exposure, then the problem can be formulated as 
follows: 

1. Is the Mind Mapping  and Character Building 
learning methods can increase student 
competency in Syariah Accounting? 

2. Is the Mind Mapping  and Character Building 
teaching methods to encourage the use of the 
direction in learning Syariah Accounting? 

2 THEORICAL FRAMEWORK 

2.1 Mind Mapping  and Character Building 
Mind Mapping and Character Building can be 
defined as a revolutionary system in the planning and 
making of records that have changed the lives of 
millions of people around the world (Michael Gelb in 
Buzan, 2007: 179-181). Making the Mind Mapping 
and Character Building is based on the workings of 
the brain's natural and able to ignite sparks of 
creativity in the brain because it involves both the left 
and right hemispheres. Inventor of the first Mind 
Mapping and Character Building Barbara Prashing, 
then popularized by Michael Gelb in 1970. (Tony 
Buzan, 2007: 179-181). 

According to Porter & Hernacki (2008: 152-159): 
Mind Mapping and Character Building can also be 
called a thinking map. Mind Mapping and Character 
Building is also a method overall record in one page. 
Mind Mapping and Character Building using visual 

reminders and sensory in a pattern of related ideas. 
The mind map or Mind Mapping and Character 
Building is basically using visual images and other 
graphics infrastructure to form an impression of the 
brain. Mind Mapping  and Character Building method 
is a new method to record the operation adapted to the 
operation of the two sides of the brain (the left brain 
and right brain). This method teaches to record not 
only use image or color can increase to 99% the 
greatness of the human brain has not been used 
optimally. 

 
2.2 Islamic Accounting Course 
Syariah Accounting strongly related to studies Turath 
and ideology of Islam, and the determination of the 
basic rules of accounting in accorandce with Islam. 
Also related to the studies on the implementation of 
those ideas in modern times, especially in companies 
or institutions that would impose Islamic law in the 
transaction, such as Islamic banks, insurance 
companies Islam, as well as institutional investors 
and capital Islamically. 

Accounting grounding Sharia is the Koran that 
focuses on accounting in surat al-Baqarah QS 282 
which describes the functions of recording (kitabah), 
the base and its benefits. " If you have account 
payable , make a written ........ "While other verses 
that also explicitly explain the accounting concepts in 
the Quran is Ash-Syu'ara paragraphs 181-184 of the 
improvement measures and weights properly; 
command do not harm humans on their rights and fear 
of God. Al-Hujarat paragraph 6, of the auditing 
process (tabayyun) carefully and correctly without 
inflicting a calamity or andger to others. Al-Israa QS 
35, which describes the measurement in the form of 
post- post made in the balance sheet. 

Syariah Accounting is included in the field of 
accounting KDBK Shari'ah  which includes therein 
Accounting, Banking Syariah, Islamic economy, Fiqh 
Muamalah, Financial Management Syariah, Syariah 
Financial Accounting, Capital Markets and Financial 
Syari ' ah, Accounting Theory Syariah, Syariah 
Examination and Accounting Seminar Sharia. 
Courses in Syariah Accounting KDBK will always 
experience growth and is likely to increase with the 
development of the Shari'ah entity. Departing from 
the growing concentration in Accounting Accounting 
Department Faculty of Syariah at Unimed expected 
Accounting department of Sharia. No doubt will 
appear Economics Faculty of Syariah. This statement 
is in accordance with the realities of Others like 
Airlangga University and Brawijaya University have 
formed a department or Accounting Department of 
Sharia. 
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2.3 Research Accomplished 
Researchers have done a search was on previous 
studies and found several studies, first study using 
Mind Mapping and Character Building methods 
that focus on education and not in Accounting. 
Second, the focus of research in the field of 
accounting elusive. Accounting is consistent with 
Sharia. The study, using Mind Mapping  and 
Character Building is as follows: First, 
Kusmintayu, Kelvin, Anindyarini (2012) found by 
the study there was an increase in students' 
speaking skills with the adoption of Mind Mapping  
and Character Building. In addition, there is also a 
quality improvement and learning process of 
students' speaking as indicated by the increase in 
activity and motivation of students. Improvement 
was also demonstrated by the increase in the 
percentage of speaking and Character Building. 

Accounting research related to Syariah are as 
follows, first, Pratama (2015) showed that non-
Muslim students an understanding of the Syariah 
Accounting courses can be followed well but have 
trouble understanding experienced by non-Muslim 
students are in terms in Syariah Accounting. 
Second, research Kamyanti and Rahmanti (2014) 
with the finding that through a dialogical approach, 
students can critically examine the financial 
management practices of Syariah that have been 
away from the Shari'ah values and propose 
alternative solutions. Besides learning to formulate 
dialogical learning materials based Financial 
Management Syariah latest themes and needs in a 
coherent constructive ability. Third, Mauludi 
(2014) with the finding that the accounting rules of 
the Shari'ah has special characteristics that 
distinguish the conventional accounting, the 
accounting rules of Shari'ah must conform with the 
norms of Islamic society. 

3 RESEARCH METHOD 

This research was conducted at the Department of 
Accounting Faculty of Economics, University of 
Medan odd semester of 2017/2018 academic year. 
The timing of the May until December 2018. 

Product development learning method Mind 
Mapping and Character Building in Syariah 
Accounting by large groups and small groups and 
then differentiate with other classes that are not 
involved in the method of Mind Mapping and 
Character Building as a controller results. 

Development material substance and the 
development of Mind Mapping  and Character 

Building method will be integrated in the following 
steps: 
1. A preliminary investigation, which includes:  

a. Identify the learning needs and determine the 
competency standards of Syariah Accounting 
Courses 

b. Doing learning analysis that had been done on 
the Course Syariah Accounting.  

c. Identify the characteristics and behavior of 
student subjects early Accounting student of 
Shari'ah ie 3rd semester. 

d. Writing basic competence and indicator. 
e. Write a benchmark reference test. 
f. Develop a learning strategy that consists of, 

(1). An explanation of the instructional 
objectives, 2). Explanation of the relevance of 
the contents of the lecture, (3). Explanation An 
explanation of the subject matter or concepts, 
principles and procedures that will be studied 
learners, (4). Formative tests and feedback, 
(5). Follow-up. 

g. Developing learning materials for the course 
Syariah Accounting  for three meetings. 

2. Making the Mind Mapping  and Character 
Building design learning methods, which include: 
a. The collection of material infrastructure Mind 

Mapping  and Character Building Method  
b. Develop and create interactive learning media 
c. Review and test the product in order formative 

evaluation and revision of the results of 
applying the method Mind Mapping  and 
Character Building that takes place on an 
ongoing basis 

 
Data Analysis Technique 
Analysis of the data in this study using qualitative 
descriptive analysis. All data were analyzed with 
descriptive statistical technique that is qualitatively 
separated by categorysharpening judgment in 
drawing conclusions. Qualitative data in the form of 
the statement is very less worthy, less deserving, 
moderate, decent and very Worthy of the results of 
focus group then explored in depth through 
observation and documentation as analysis. 

4 RESULT 

4.1 Overview Students 
Students who are the subject of this research 
consisted of 39 people from class B courses 3rd 
semester Syariah Accounting courses University of 
Medan where the stretcher classroom use Mind 
Mapping  and Character Building as a learning 
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method. There are 16 sessions in one semester, and 
the contract lectures included six tasks are tasks 
routine (TR), Critical Book Report (CBR), Critical 
Journal Review (CJR), Mini Research (MI), Project 
(PR), and Idea Engineering (RI). The sixth task is 
believed to answer the demands of KKNI that 
graduates are expected to be matched, synchronized 
and integrated with the Accounting KDBK Syariah 
graduates at national and international levels. 

On the other hand, this study tested the 
understanding of students who take courses but do not 
apply the Syariah Accounting methods Mind 
Mapping  and Character Building in the learning 
process. Students who become the subject of study 
amounted to 43 people who come from a class A 3rd 
semester courses Accounting. 
 
4.2 Implementation of Mind Mapping and 

Character Building 
 

Pre-Test 
Researchers tested students' understanding by 
holding pre-test, the obtained results as Table 3 
below: 
 

Table 3: Pre-Test Results 

For
ce 

Cl
ass 

Sem/ 
Year 

Acc. 
Stdnts 

Shariah 

While the value of 
90-
100 

80-
89 

70-
79

<7
0

2
0
1
6 

A 
III / 
2018 

42 50% 35% 13% 
2
% 

2
0
1
6 

B 
III / 
2018 

39 70% 20% 8% 
2
% 

Source: processed data, 2018 

  
Based on the pre-test that has been carried out, a 

number of 39 students of the third semester the class 
B method Mind Mapping  and Character Building as 
a learning method showed 35% achieved grades in 
the range 70-79. The value range entry to category C 
in the ratings. As many as 2% gain value in the range 
of <70 or category E. For the student to class A are 
not using Mind Mapping and Character Building 
shows not much different from the beginning of the 
lecture sharia accounting capabilities. 
 
Mid-Test 
After the learning process in a semester and a half 
meeting, researchers conducted tests students' 
understanding by organizing mid-test. Then we obtain 
the results of Table 4 as follows: 

 

Table 4: Mid-Test Results 

Force
Cl
ass 

Sem/ 
Year 

Acc. 
Stdnts 

Shariah 

While the value of 

90
-

10
0 

80-
89 

70-
79 

<7
0 

20
16 

A 
III / 
2017 

42 
2.3
8
% 

38.0
9% 

52.3
8% 

7.1
4
%

20
16 

B 
III / 
2018 

39 
41.
02
% 

33.3
3% 

25.6
4% 

0
% 

Source: Data processed, 2018. 

 
Based on the mid-test has been carried out, a 

number of 39 students of the third semester the class 
B using Mind Mapping  and Character Building as a 
learning method to get the 41, 02% are getting value 
range 90-100, 33.33% and 25.64% who get the value 
range 80-89 and 25.64 are gaining value in the range 
70-79. As much as 0% gain value in the range of <70 
or category E. 

 
Value Daily Student 
Routine Tasks (TR) 
Researchers tested students' understanding by 
performing routine tasks, the obtained results of 
Table 5 as follows. 
 

Table 5: Routine Task Results 

Forc
e 

Cl
ass 

Sem/ 
Year 

Acc. 
Stdnts 

Shariah 

While the value of 

90-
100 

80-
89 

70-
79 

<7
0

20
16 

B 
III / 
2018 

39 10% 90% 0% 
0
% 

Source: Data processed, 2018. 

 
Critical Book Report (CBR) 
Researchers tested students' understanding by 
holding a book critical report, the obtained results of 
Table 6 as follows: 
 

Table 6: Critical Book Report Results 

Force 
Cl
ass 

Sem/
Year 

Acc. 
Stdnts 

Shariah 

While the value of 

90-
100 

80-
89 

70-
79

<7
0

2016 B 
III / 
2018 

39 35% 65% 0% 0%

Source: Data processed, 2018. 

 
Critical Review Journal (CJR) 
Researchers tested students' understanding by 
holding a journal critical review, the obtained results 
table 7 as follows: 
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Table 7: Critical Review Journal Results 

Force 
Cl
ass 

Sem/ 
Year 

Acc. 
Stdnts 

Shariah 

While the value of 

90-
100 

80-
89 

70-
79 

7
0

20
16 

B 
III / 
2018 

39 40% 60% 0% 
0%

Source: Data processed, 2018. 

 
Mini Research (MR) 
Researchers tested students' understanding by 
organizing a mini research, the obtained results of 
Table 8 as follows: 
 

Table 8: Mini Research Results 

Force 
Cl
ass 

Sem/
Year 

Acc. 
Stdnts 

Shariah 

While the value of 

90-
100 

80-
89 

70-
79

<70

20
16 

B 
III / 
2018 

39 50% 50% 0% 0%

Source: processed data, 2018 

 
Idea Engineering (RI) 
Researchers tested students' understanding by 
conducting engineering ideas, the obtained results of 
Table 9 as follows 
 

Table 9: Idea Engineering Results 

Force 
Cl
ass 

Sem/
Year 

Acc. 
Stdnts 

Shariah 

While the value of 

90-
100 

80-
89 

70-
79

<70

20
16 

B 
III / 
2018 

39 30% 70% 0% 0%

Source: processed data, 2018 

 
Project (PR) 
Researchers tested students' understanding by 
organizing the project, the obtained results the 
following table Table 10 
 

Table 10: Project Results 

Force 
Cl
ass 

Sem./Ye
ar 

Acc. 
Stdnts 

Shariah 

While the value of 

90-
100 

80-
89 

70-
79 

<
7
0

20
16 

B 
III / 
2018 

39 30% 70% 0% 
0
%

Source: processed data, 2018 

 
Perspective Students against Mind Mapping  and 
Character Building Method 
Perspective students sharia accounting subjects vary. 
If seen from the reaction of class A then some 

students think that the teaching method used is less 
appropriate so that the students do not understand the 
accounting material sharia. Most students still feel 
that the question of pre-test so difficult. 

Inversely with class B which uses Mind Mapping  
and Character Building as a learning method. They 
find that Mind Mapping  and Character Building can 
assist them in solving the pre-test. According to some 
students of the Mind Mapping and Character Building 
methods may increase interest in learning about 
Syariah Accounting because with this method the 
material covered to be more compact, dense, and 
certainly interesting. In Character Building enter 
Akidah, Ahlak, Syariah, Muamalah and Goodness 
Amaliah. 

5 CONCLUSIONS 

Method Mind Mapping and Character Building can 
improve students' reasoning and understanding of the 
material, including courses in Accounting Sharia. 
And also can improve learning and encourage faculty 
to use Mind Mapping and Character Building method 
in other courses. Analysis of the data in this study 
using quantitative descriptive analysis. All data were 
analyzed with descriptive statistical techniques that 
quantitatively separated by category for sharpening 
judgment in drawing conclusions. While the results 
show that the first, Mind Mapping and Character 
Building is very feasible method used on students in 
Accounting KDBK Syariah and proven to improve 
the quality of learning. Second, these results can be a 
reference in faculty research results in scientific 
journals. Third, there are differences in students' 
understanding of the Syariah Accounting subjects 
between the use of Mind Mapping and Character 
Building methods that do not. 
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Abstract: Accounting has a broader potential for the government, so the failure of accounting practices of a country or 
region is blamed as a cause of corruption and worsening financial, socio-economic and political conditions. 
Another phenomenon, financial statements as outputs of accounting practices have not been used by 
stakeholders. The research answers the question of the criteria that financial statements can be used by 
stakeholders, can accounting reduce corruption and what basis is ideal for use in government budgeting and 
accounting? The research also illustrates the phenomenon of accrual basis implementation in the last ten years 
in several countries. Researchers used the library analysis method for the last ten years, namely 2008 to 2018. 
Conclusions and results of the research found that the application of a combination of cash basis and accrual 
basis managed to meet the criteria so that it could be used by stakeholders, accrual accounting improved 
administration, especially those related to fixed asset management. receivables and liabilities. Accounting has 
not been able to detect corruption even through an accounting approach, accounting can be a tool for 
corruption. In addition to the accounting system, the culture and integrity of accounting actors in budgeting 
are also factors that influence corruption behaviour. For governance, researchers should recommend a 
combination of cash and accrual basis in budgeting and accounting.

1 INTRODUCTION 

The research describes the criteria for financial 
statements so that they can be utilized by stakeholders 
and the phenomena of implementing accrual basis in 
the last ten years in several countries. The general 
purpose of preparing financial statements is to be able 
to present financial information that is useful for users 
in making and evaluating decisions regarding the 
allocation of resources. General purpose financial 
statements also have predictive and prospective roles, 
providing information that is useful for predicting the 
number of resources needed for sustainable 
operations, resources resulting from ongoing 
operations, and associated risks and uncertainties. 
Specifically, the purpose of government financial 
reporting is to present information that is useful for 
decision making and to show the accountability of 
reporting entities for the resources entrusted to it 
(Indonesia, 2010).  

Public sector accounting reforms and budgeting 
for decades have tried to adopt accrual accounting 
into the government accounting system in order to 

overcome the information constraints of the cash-
based budgeting and reporting system. The aim is to 
promote greater fiscal responsibility and 
sustainability in public spending and managing public 
resources. However, despite 30 years of discussion, 
questions about the usefulness and usefulness of 
accounting information and financial reports by all 
levels of public management (public officials) and 
political structures/politicians remain unanswered. 
Do people who prepare financial information in the 
public sector understand and respond to the needs and 
demands of users of information? Can users of 
information better recognize the nature and quality of 
accounting information provided to them? How can 
we reduce the gap between the production of financial 
/ accounting information and the use of financial / 
accounting information?  (Ferry & Eckersley, 2018). 

2 LITERATURE REVIEW 

The characteristics of the information itself can be the 
main cause of information overload, so the use of 

938
Dewi, C., Rambe, P., Muda, I. and Ginting, S.
Application of Accrual Accounting to Government.
In Proceedings of the 1st Unimed International Conference on Economics Education and Social Science (UNICEES 2018), pages 938-942
ISBN: 978-989-758-432-9
Copyright © 2020 by SCITEPRESS – Science and Technology Publications, Lda. All rights reserved



 

financial statements for decision making. politicians 
refer to financial data for their decision making, but 
not for data presented in financial statements. Apart 
from the professional background of politicians, the 
data in financial statements are considered 
incomplete and obsolete. (Christensen, et al., 2018). 
Qualitative characteristics that determine the benefits 
of information in financial statements. Financial 
statements are mainly used to determine the value of 
economic resources that are used to carry out 
government operational activities, assess financial 
conditions, evaluate the effectiveness and efficiency 
of a reporting entity, and help determine compliance 
with laws and regulations. Government financial 
reporting should present information that is useful for 
users in assessing accountability and making 
decisions both economic, social, and political 
decisions. The qualitative characteristics of financial 
statements are normative measures that need to be 
realized in accounting information so that they can 
fulfill their objectives. The following four 
characteristics are normative prerequisites that are 
needed so that government financial reports can meet 
the desired quality: (a) Relevant; (b) Reliable; (c) Can 
be compared; and (d) Understandable. The financial 
statements resulting from the application of Accrual-
Based SAP are intended to provide better benefits to 
stakeholders, both users, and government financial 
report examiners, compared to the costs incurred. 
This is in line with one of the accounting principles, 
namely that the costs incurred are proportional to the 
benefits obtained (Indonesia, 2010). 

Often there is a mismatch between the 
information needed accounting and performance 
measurement for internal and external needs assessed 
on the basis of on-site administrative systems and 
accounting and performance information regardless 
of identified incompatibility, our results provide 
evidence that accounting reforms against accruals 
have been adopted without informing the related 
system with administration, accountability, everyday 
decisions and judgments from the supervisory 
authority. Unless this situation changes, limited use 
of accruals should not be surprising (Cohen et al., 
2018). The financial statements resulting from the 
application of Accrual-Based SAP are intended to 
provide better benefits to stakeholders, both users, 
and government financial report examiners, 
compared to costs incurred. This is in line with one of 
the accounting principles, namely that the costs 
incurred are proportional to the benefits obtained 
(Indonesia, 2010). 

Although accrual accounting systems in 
government and public sector entities are introduced 

in Europe, cash or cash toward (Reichard and van 
Helden, 2016) play an important role in political 
decisions at both local and national levels (Cohen et 
al., 2018). Therefore, although accrual accounting 
provides a tool that can offer a large amount of useful 
information for decision making and control, not all 
local governments exploit it because decision making 
is sometimes based on other forms of information (eg 
cash information). Despite the introduction of accrual 
accounting systems in government and public sector 
entities, for example, cash information). As a result, 
local administrators may not be interested in accrual 
accounting information because their performance 
assessments are carried out on the basis of 
quantitative or qualitative measures. From this 
perspective, the lack of demand for accrual 
accounting data can be explained by the regulatory 
requirements of a country. As a result, local 
administrators may not be interested in accrual 
accounting information because their performance 
assessments are carried out on the basis of other 
quantitative or qualitative measures. (van Helden et 
al., 2016). 

Bad conditions in a government are often seen 
as a result of weak accounting practices. Public 
corruption, which is experienced by many developing 
countries, has been arguably exacerbated by weak 
government accounting practices (Ríos et al., 2018) . 
Critics of government accounting from failure to 
address user needs. For example, unable to detect 
fraudulent activities, and in hiding corruption 
scandals (Neu et al., 2013). Effective public sector 
governance encourages better availability of 
information for long-term decision making and the 
efficient use of resources. This strengthens 
accountability for managing these resources. Good 
governance is characterized by strong supervision, 
which places important pressure on improving public 
sector performance and tackling corruption. (Ace, 
2014) . Accounting plays a role in preserving 
corruption, this is done through an accounting 
approach that is aligned with intentional abuse by the 
government, market and social/intellectual us by 
hegemonic interests that change visible and invisible 
forces while denouncing 'corruption' by individuals 
and demanding 'transparency (Lehman and Thorne, 
2015).  

If the stakeholder aims to find out the full cost 
of the output to be purchased or to make another 
decision, then accrual accounting information is 
needed and useful. No doubt, this type of 
management accounting information presents 
government management but differs from financial 
accounting information disclosed in financial 
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statements. However, government organizations that 
do not have business activities, do not have to adopt 
accrual accounting. An analysis from Belgium and 
the Flemish accrual accounting experience show 
different problems with regard to adoption and 
implementation. Although local governments have 
been faced with a number of reforms since the late 
1980s, these reforms have proven to be very 
inconsistent. Previous research has noted the 
technical nature of accrual accounting for financial 
management in public sector organizations in 
Belgium (Christiaens and Rommel, 2008). decision 
and accountability, research at Switzerland 
(Laughlin, 2012). Accounting can be said to have 
broader governance potential (Ahrens, Ferry and 
Khalifa, 2018). The low compliance with the accrual 
accounting system and budgeting system is a result of 
the lack of accrual accounting culture in the Italian 
public sector (Gigli and Mariani, 2018). 

Oraphan Nakmahachalasint and Kanogporn 
Narktabtee evaluated the results of the 
implementation of accrual accounting in the central 
government of Thailand. A new conceptual 
framework is used to research the obstacles to their 
transitions and effects. Transparency and financial 
accountability have been shown to have improved. 
Significant barriers to transition to accrual accounting 
include lack of incentives, management culture, lack 
of accounting manuals, and failure to understand 
accrual information (Nakmahachalasint and 
Narktabtee, 2018). 

The limited use of accounting information and 
accrual performance in practice has been linked to 
several factors, such as: the gap between 
requirements and implementation in Spain  (Brusca, 
Montesinos and Chow, 2013); the complexity of 
accrual accounting information so that it is 
complicated and difficult to understand by accounting 
actors in the UK (Hyndman, 2016) ; or the complexity 
of the organization itself (Bracci et al., 2015); in Italy 
there is still resistance from government accountants 
to change their routines. lack of a blueprint for the 
adoption of accrual accounting and the experimental 
nature of its ementation, providing new information 
about the controversy of accrual accounting in the 
extant literature (Bruno and Lapsley, 2018).  

The budget as a statement of public policy, 
fiscal targets and control tools. Budget functions in 
the government environment in Indonesia have an 
important influence in financial accounting and 
reporting, among others because (a) The budget is a 
statement of public policy, (b) The budget is a fiscal 
target that describes the balance between expenditure, 
income, and desired financing, (c) Budget becomes 

the basis of control that has legal consequences, (d) 
Budget provides a basis for evaluating government 
performance, (e) The results of budget 
implementation are stated in government financial 
statements as statements of government 
accountability to the public (Indonesia, 2010). 

The effect of the level of budget transparency in 
the Spanish city foresees deviations in current tax and 
expenditure revenues. On the one hand, cities are less 
transparent in overestimating their income, which 
allows them to provide more general services without 
a direct increase in taxes. On the other hand, local 
governments, which are aware of their excessive 
income, may spend less than the budget. Meanwhile, 
cities that are more transparent, seem wiser in 
estimating their income, because they underestimate 
their income, meaning they can spend more than 
projected. The Behavior of politicians is influenced 
by the phase of the election cycle in which they find 
themselves, with politicians overestimating 
expenditure in the year before the election (Ríos et al., 
2018). 
Research in Germany in 2018 by Eulner and 
Waldbauer concluded that accrual accounting 
facilitates information making because it presents all 
relevant information, rather than being limited to 
information that is 100% reliable, this paves the way 
for more effective and efficient public administration 
and provides transparency to whom even those who 
are familiar with accrual-based balance sheets. A 
single database eliminates the need for citizens to 
refer to several (accounting and statistics) reporting 
frameworks consisting of hundreds of pages. Accrual 
accounting is at the heart of democracy, as citizens as 
taxpayers and voters have access to the same 
information (aggregate) as politicians. With modern 
accounting, the government no longer gives the 
impression that they have something to hide, and they 
are transparent about the intergenerational impacts of 
their decisions and policies. Modern financial 
reporting will continue to international comparisons 
(Eulner and Waldbauer, 2018). 

3 RESEARCH METHOD 

This research is a qualitative method and uses 
descriptive techniques by analyzing research on the 
implementation of accrual accounting in various 
countries from 2008 to 2018 and Indonesian 
government regulations on government accounting 
standards. This method is not to test the hypothesis 
but produces a hypothesis that will be tested later. 
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4 RESULT AND DISCUSSION 

There is still much debate about whether or not the 
application of accrual-based accounting is necessary, 
the debate revolves around the costs and benefits of 
applying accrual accounting. Given that investment is 
not small and the benefits have not been felt in several 
countries. Politicians as part of stakeholders have not 
used financial statements as a basis for decision 
making. Financial statements are not used by 
stakeholders because the information presented is not 
relevant to information needs for decision making, 
meaning that financial statements do not provide the 
information they need. The information presented is 
only limited to the mutation of the number of 
accounts presented on the face of the financial 
statements, because adequate indicators have not 
been understood by the financial report compilers 
themselves. To be able to present accrual-based 
financial statements, it must be prepared not only 
human resources, roadmap or blueprint 
implementation, investment budgeting information 
and provide human resources and applications, 
accounting policies and systems and administrative 
procedures, but from planning, basic budgeting 
transparency is demanded, the demand for 
transparency changes the working patterns of the 
parties involved. Accrual financial statements are still 
considered complicated, therefore there is still 
resistance to these changes among local government 
accountants. The financial statements are prepared 
and presented only to fulfill the obligation to present 
financial statements. The preparation is only aimed at 
obtaining a good opinion. The low compliance with 
accrual accounting systems and budgeting systems in 
Italy also occurs in other countries and regions, 
besides because culture is also due to the human 
integrity involved in the system. 

Government financial statements should be able 
to predict and project the number of resources needed 
for sustainable operations, resources resulting from 
ongoing operations, and associated risks and 
uncertainties. Predictive and projective 
characteristics are commonly encountered in 
management reports, not financial statements, 
therefore it is more appropriate if the report becomes 
a supporting report or an attachment of financial 
statements but becomes an inseparable part of the 
financial statements themselves. Accrual basis 
requires local government to organize its 
administration, especially balance sheet accounts 
such as assets and liabilities. The government 
regulates accrual accounting practices in Indonesia as 
outlined in Government Regulations and derivative 

rules. Accounting has not been able to detect 
corruption even through an accounting approach, 
accounting can be a tool for corruption. Accrual-
based budgeting is based on data or potential income 
in budgeting income so that it is more transparent and 
does not occur in the practice of incremental 
budgeting which is lately implemented in the regional 
government. From incremental budgeting 
implementation, the government often determines 
expenditure and income without sufficient 
calculation and basis, changes in the budget are based 
solely on inflation/deflation and population, so that 
there is often over-income only to offset spending. 
Efficient budgeting is a public demand, and the 
budgeting efficiency theory applies in Japan and is a 
challenge for future researchers whether this 
efficiency of budgeting theory is also effective in 
central and regional governments in other countries? 

For the advantages and disadvantages of the 
accounting system and cash budgeting and accrual 
basis, the combination of the two is still more 
important than choosing one of them. 

5 CONCLUSION 

The conclusion is that the application of accrual basis 
is successful if the financial statements meet the 
criteria so that they can be utilized by stakeholders. 

Accrual accounting practices in the Government 
guide parties related to government financial 
management to behave accruals to support financial 
accounting. The application of basic accruals 
improves administration because to obtain 
information needed when preparing accrual-based 
financial statements, especially regarding the 
management of fixed assets, accounts receivable and 
liabilities must be corrected. Accounting has not been 
able to detect corruption even through an accounting 
approach, accounting can be a tool for corruption. In 
addition to the accounting system, the culture and 
integrity of accounting and budgeting actors are also 
factors that influence corruption behavior. The 
combination of cash systems and accrual basis for 
both budgeting and accounting is better. 
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Abstract: Multi-level marketing companies are very dependent on the reliability of information technology used, 
because with this information technology, multi-level marketing distributors can rely on information 
relating to the development of their networks that have been built and maintained, and the commission 
income that has been and will be received. System reliability depends on the quality of the controls applied. 
Therefore, this study will evaluate the information technology control of Pinnacle software at PT X, a multi-
level marketing company in Indonesia, and ensure the calculation of commission income and bonus of PT 
X’s distributors conducted by the Pinnacle software is in accordance with the commitment offered by the 
company. This research was conducted with primary data collection methods through interviews, 
observation and testing. The test results state that in general the information technology control of the 
Pinnacle software in the form of general controls and applications has been done correctly and precisely. 
The comparison of commission calculation based on Pinnacle results is also in accordance with PT X 
commission payment scheme policies. Although the Pinnacle network and system security risks have been 
transferred to the Head Office in the United States as the software license owner, it is recommended that PT 
X still have written backup plan and contingencies in dealing with disaster conditions and socialized to 
employees. So that the reliability of Pinnacle PT X software is also supported by its ability to recover faster 
in the event of a disaster. 

1 INTRODUCTION 

Companies take advantage of the information 
technology they have as opportunities for growth 
and competitive advantage against their competitors. 
Computerized networks, telecommunication systems 
via satellite, software and hardware that were 
connected, facilitate the global economy (Douglas, 
2002). The process of producing goods and services 
becomes faster and more effective with the help of 
information technology systems (Miles, 2001). 

But information technology is also vulnerable to 
the threat of attackers from outside the company and 
from within the company (Flowerday and von 
Solms, 2005). The results of Diaz-Gomez's research, 
et al (2011) stated that the highest threat for 
information technology crimes originates from 
within the company. However, Diaz-Gomez further 
stated that threats from inside and outside the 
company should give hint to management for 

improving security mechanisms. While threats that 
originally unknown, indicates that the security 
mechanism is invalid. It also signifies that security 
policies, procedures and standards are not carried 
out properly. 

The direct selling industry is one of the longest 
and most traditional forms of sales that has been 
carried out globally. KPMG's research (2014) stated 
that the direct selling industry and multi-level 
marketing in 2012 were successful industries 
operating in one hundred countries in the world with 
a market size of 167 billion US dollars globally. The 
largest market share was in the Asia Pacific region 
of 44%, followed by countries in North America 
(20%), South and Central America (20%), European 
countries (15%) and the rest of African and Middle 
Eastern countries (0.8%). 

In Indonesia, the direct selling and multi-level 
marketing industries are industries that their value of 
trade transactions significantly increased over time. 
According to Djoko Jartanto Komar, Chairperson of 
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the Indonesian Direct Selling Association (APLI), as 
quoted from APLI (2018), the value of direct sales 
and multi-level marketing transactions in Indonesia 
in 2014 reached IDR 12.6 trillion. The value of 
transactions in this industry continues to increase, 
and in 2016 reached IDR 15.75 trillion (Cahyani, 
2018). 

Multi-level marketing companies are very 
dependent on the reliability of information 
technology used, because with this information 
technology, multi-level marketing distributors can 
rely on information related to the development of 
networks that have been built and maintained, as 
well as revenues in the form of commissions and 
bonuses that have been or will be obtained. Thus, the 
level of trust of multi-level marketing distributors 
towards companies will continue to increase. The 
problem is as a user, we do not know the reliability 
of the system used. System reliability depends on the 
quality of the controls applied. Therefor this study 
will evaluate the information technology control of 
Pinnacle software at PT X, a multi-level marketing 
company in Indonesia. 

 

2 THEORETICAL FRAMEWORK 

The definition of internal control used in this thesis 
is the definition conveyed by COSO (1992), which 
is a process influenced by the board of directors, 
management, and other organizational personnel, 
designed to provide adequate guarantees regarding 
the achievement of several objectives, namely 
effectiveness and efficiency operations, reliability of 
financial reporting, and compliance with applicable 
laws and regulations. 

Bae & Ashcroft (2004) stated that traditional 
controls cannot detect risks arising from 
adjustments, reengineering processes, software and 
incompatibilities during the process of implementing 
Enterprise Resource Planning (ERP). Therefore, 
information technology control is needed. 
Information technology control is a separate part of 
the overall internal control system. Understanding 
information technology control / IT control 
according to GTAG (2005) is an internal control 
process that guarantees information and information 
services and helps reduce risks associated with the 
use of technology by organizations. 

According to GTAG (2005), information 
technology controls are generally classified into two 
categories, which are general control and application 
control. General control guarantees that all 
application controls can work effectively, because 

effective general controls will reduce identified risks 
beyond application control. 

Chan & Lao (2009) stated in their study that 
information technology general control (ITGC) is 
the basis of controls embedded in information 
technology infrastructure services and applications 
such as operating systems, databases/ databases and 
networks, and ensures that they are sufficient 
enough to provide reasonable guarantees and 
support for information technology business 
processes and applications. Arens, et al (2013: 394-
398) classify general controls in six categories, 
including: 
1. Administration of the information technology 

function.  
Some evaluation points that can be used to 
assess whether the administration of 
information technology functions of a company 
have been well controlled, including: 

(1) The views of the board of directors and 
senior management about information 
technology used by the company. 

(2) Policy of resource allocation provided by 
the board of directors and senior 
management for information technology 
used by the company. 

(3) The participation of the board of directors 
and senior management in making core 
decisions on the use of company 
information technology. 

(4) A present of periodic report on the 
utilization of company information 
technology from the company's senior 
management of the information technology 
(IT) division. 

2. Separation of information technology duties. 
Examples of the separation of duties that are 
ideal for information technology functions of a 
company according to Arens, et al (2013: 398-
399): IT management, both Chief Information 
Officer (CIO) or Information Technology 
Manager, Security administrators, System 
analyst, Programmers, Computer operators, 
Librarians, Network administrators, Input/ 
output data control personnel. 

3. System development.  
Some evaluation points that can be used to 
assess whether system development of 
information technology in a company have 
been well controlled, including: 

(1) Involvement of IT and non IT staff to make 
decisions on the company's information 
technology needs.  

(2) Implementation of new systems’ testing, 
and good procedures for switching from the 
old system to the new system.  

UNICEES 2018 - 1st Unimed International Conference on Economics Education and Social Science

944



 

(3) Proper system documentation for all new 
and modified software. 

(4) Procedure for storing system 
documentation with storage personnel in an 
appropriate manner, to ensure that only 
official software is used. 

4. Physical and online security.  
Some evaluation points that can be used to 
assess whether physician and online security of 
information technology in a company have 
been well controlled, including the presence of: 

(1) Physical control of the computer by 
applying special access codes at the 
entrance, security cameras and security 
personnel.  

(2) Control of room temperature to ensure 
equipment is functioning properly, and 
ensure the availability of fire extinguishers 
to reduce fire risk  

(3) Restrictions on using online software or 
downloading unauthorized files using 
special user IDs and passwords for 
authorized personnel.  

(4) A written and monitored security plan 
5. Backup and contingency plans.  

Some evaluation points that can be used to 
assess whether backup and contingency plans 
of information technology in a company have 
been well controlled, including the presence of: 

(1) Backup battery or generator to protect the 
loss of data when the power is off.  

(2) Backup and contingency plan to deal with 
more serious disasters, such as data storage 
outside the city / outsourcing that 
specializes in secure data storage  

(3) Backup plan to use alternative hardware 
that can be used to process company data 
during the disaster process  

(4) Copies of software and backup data files in 
the event of a disaster 

6. Hardware control. 
Some evaluation points that can be used to 
assess whether hardware control of information 
technology in a company have been well 
controlled, including the presence of: 

(1) Features on the computer that can detect 
and report equipment failures. 

(2) Procedure for handling errors shown by the 
computer. 

According to De Bruijn & Op Het Veld (2008), 
application control is implemented in an information 
technology system or ERP and is used every time a 
transaction goes through the system. In other words, 
this control is activated and effective for the entire 
population, where this control usually exists in the 
regulatory function in information technology 
systems or ERP. Arens, et al (2013: 394-398) stated 

that application control is designed for each software 
application, and is intended to help companies fulfill 
six audit objectives related to transactions, namely 
existence, completeness, accuracy, classification, 
timing and posting and summarization. Furthermore, 
Arens et al. classify application control in three 
categories, namely input control, processing control 
and output control. 
Input control is designed to ensure the information 
entered into the computer is legal, precise and 
complete. This is important, because most errors in 
information technology systems come from data 
input errors. If the inputted data is wrong, then the 
information generated (output) will be unreliable. 
Processing control is intended to prevent and detect 
errors when transaction data is processed. Output 
control focuses on detecting errors after the data 
process is complete. 
 

3 RESEARCH METHOD 

This research was a case study. This study used 
primary data collection methods through interviews 
and observation. The data used as primary data in 
this study were data or information obtained directly 
from the informant through an interview process 
with PT X's IT staff and other staff who use the 
Pinnacle software at PT X. Observations were made 
on all related activities with the use of the Pinnacle 
software at PT X. The Pinancle software used by the 
research is the Pinnacle software used at the PT X 
Office in Jakarta, Indonesia only, so it coulnd’t 
reflect the condition of other PT X’s group globally. 
The observation process was also carried out as a 
tool to verify the truth of the results of the interviews 
that had been conducted. 

The data that obtained from the interview were a 
general description of business processes, 
information technology in the form of Pinacle 
software used by PT X, information technology 
controls that have been implemented by PT X during 
the January-November 2018 period, as well as 
problems that PT X may have or is facing with the 
existing information technology control conditions. 
In addition, observations were made by monitoring 
the workings of the Pinnacle software from IT 
staff’s computer or other users, starting from the 
input, process to the output produced, as well as 
testing the commission and bonus modules on the 
software. Testing was limited to sales module and 
calculation of PT X's multi level marketing 
distributor commission, especially direct income and 
growing income schemes. 
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4 ANALYSIS 

The following were the results of the general control 
analysis of the Pinnacle software used by PT X in 
order to evaluate the reliability of the software: 
1. Administration of the information technology 

function.  
Directors and senior management are actively 
involved in making the core decisions of 
Pinnacle used at PT X. Issues around using 
Pinnacle can be easily communicated between 
staff as Pinnacle users and IT staff to directors 
and senior management. However, based on 
observations there are no specific periodic 
reports on the use of Pinnacle from PT X IT 
staff to the board of directors and senior 
management. All information and 
communication related to the use, problems 
and needs of Pinnacle are delivered verbally 
and unwritten or specifically documented. 

2. Separation of information technology duties.  
The position of the Chief Information Officer 
(CIO) or Information Technology Manager is 
held by the Head Office in the United States 
office. And also the role of the security 
administrator, system analyst, librarian and 
network administrator were at the Headquarters 
in the United States office, as they are the 
Pinnacle software license’s owner. The role of 
PT X is only as user/operator and data 
input/output control of Pinnacle. The only 
access that is owned by PT X as a user/operator 
is to input data and obtain reports on Pinnacle 
data processing. There is no gap to take 
unauthorized action or misused of the system’s 
knowledge to commit fraud/gain personal 
benefits.  

3. System development.   
Decisions taken by directors and senior 
management were always carried out based on 
the needs of staffs as users of Pinnacle. For 
routine system updates as part of maintenance 
will be carried out by Head Office’s IT staff 
remotely to the computers of each PT X staff in 
Indonesia. All email data and Pinnacle input 
data are stored in the Headquarters database 
server in the United States. PT X only has a 
Dynamic Host Configuration Protocol / DHCP 
server that is used to allocate the IP address (IP 
address) of all computers in the PT X network. 
So that PT X has no risk of maintaining or 
storing the Pinnacle database in the Jakarta 
office. 
 

 
4. Physical and online security.  

Physical security of Pinnacle had been carried 
out by installing fingerprint access at the main 
entrance of the PT X office. This could avoid 
the risk of irresponsible outsiders entering into 
the office, or even to access the employee's 
computer. All computers used by employees 
also have their own username and password 
which must be changed every four months. In 
terms of online security, none of the PT X 
employees have access to download programs 
online from the internet, except IT staff as 
administrators. System or software updates 
required will be carried out remotely by the IT 
staff of Headquarters in the United States.  

5. Backup and contingency plans.    
Facilities related to network security and the 
ease of use of the Pinnacle software provided 
by the Head Office in the United States is a 
form of risk transfer which has been carried out 
by PT X appropriately. As a user/operator, PT 
X can focus more on allocating its resources to 
sales targets and business development. 
However, PT X does not have a backup and 
contingency plan for asset protection if it faces 
a disaster that might occur. In the case of 
planning procedures to deal with disasters such 
as fire or earthquake, PT X as a tenant only 
follows the procedures determined by the 
building provider.  

6. Hardware control. 
PT X’s Pinnacle supporting hardware has been 
equipped with error detection, such as a UPS 
located in the server room that will make 
warning sound if occurs a sudden loss 
electricity. Likewise, if the network 
connection, both the internet connection and 
the server, is being interrupted, certain icons 
will appear on the monitor screen of each 
computer. All employee as Pinnacle user can at 
any time report the condition of his 
hardware/computer if indeed there is a problem 
to PT X’s IT staff. IT staff will conduct 
investigations, trace problems until found 
causes, and make efforts to solve problems. 

 
The result of the general control evaluations 

was presented in Table 1.: 
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Table 1: The result of general control evaluation of 
PT X’s Pinnacle software 

 
And the following were the results of the 

application control analysis of the Pinnacle software 
used by PT X in order to evaluate the reliability of 
the software: 
1. Input control. 

Input control of Pinnacle software has been 
done correctly. This can guarantee and ensure 
that the information entered into the computer 
is legal, precise and complete. It is expected 
that the output produced can also be relied 
upon. This is based on observations which 
show that: (1) The input screen has been 
adequately designed with previously formatted 
instructions for transaction information, (2) A 
list of available software selection menus that 
is easy to understand, (3) The computer 
performs a validation test against input 
accuracy, (4) Pinnacle has online-based input 
control for e-commerce applications where 
external parties, such as customers and 
suppliers, carry out the initial part of 
transaction input, (5) The input error will cause 
an error message window in Pinnacle, (6) 
There is a feature of accumulating errors in 
error files for subsequent follow-up by data 
input personnel in Pinnacle.  

2. Process control. 
Based on the results of observation and testing, 
it showed that the application control in the 
form of process control has been carried out 
properly. Tests that have been carried out 
including validation test, sequence test, 
reasonableness test, completeness test, limit 
test, duplicate test and table look up. This can 
guarantee and ensure that the Pinnacle software 
used by PT X can prevent, detect and correct 
process errors. Preventable process errors, 
known early on and even corrected, can 

prevent inaccurate outcomes. So that the 
reliability of the software can be guaranteed. 

3. Output control. 
In general, the results of testing the Pinnacle 
software output control for sales and 
commission features have been well 
implemented. This is based on the following 
observations and tests: (1) Reconciliation of the 
output produced by Pinnacle to the total 
number of manual controls has been carried out 
accordingly, (2) Comparison of examples of 
transaction outputs with input source 
documents is appropriate, (3) There are 
restrictions on access to final results/output that 
is only for parties who have authorization with 
user ID and password, (4) Verification of date 
and processing time that identifies processing 
data has been running sequentially, (5) 
Comparison of nominal with funds transferred 
to the destination account that has been 
registered and approved previously are in 
accordance, (6) Comparison of commissions 
based on the calculation of Pinnacle with the 
policy/commitment of PT X’s commission 
payment scheme shows compliance. 

 
The result of the application control evaluations was 
presented in Table 2.: 
 
Table 2: The result of application control evaluation 
of PT X’s Pinnacle software 

No 

Type of 
Application 
Control Availability Application 

1 
Input 
control Yes   Good   

2 
Process 
control Yes   Good   

3 
Output 
control Yes   Good   

 

5 RESULTS 

Based on the evaluation of information technology 
control of Pinnacle software used by Pinnacle PT X 
in the form of general control, it can be concluded 
that control of Pinnacle software information 
technology in general has been done and applied 
properly and correctly.  

Recommendations that can be given in line with 
the results of evaluating the information technology 
control of Pinnacle software used by PT X include:  

No 
Type of General 

Control Availability Application 

1 

Administration of 
the information 
technology 
function Yes No  

Mostly 
Good 

2 
Separation of 
information 
technology duties Yes  Good  

3 
System 
development Yes  Good  

4 
Physical and 
online security Yes  Good  

5 
Backup and 
contingency plans Yes No  

Mostly 
Good 

6 Hardware control Yes  Good  
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(1) At present there are no specific periodic 
reports on the use of Pinnacle from PT X IT staff to 
the board of directors and senior management. All 
information and communication related to the use, 
problems and needs of Pinnacle are delivered 
verbally and unwritten or specifically documented. It 
is better for PT X IT staff to have a periodic 
reporting format for the use of Pinnacle delivered to 
directors and senior management. Periodic 
documentation can be used as a historical 
documentation of problems and their solutions or 
development/updates that have been made on 
Pinnacle. If in the future there are obstacles similar 
to those that have happened in the past at PT X, then 
the directors and senior management can look back 
at the previous report to be used as 
recommendations and input for their decision 
making. Directors and senior management can also 
provide consideration and input for Pinnacle's better 
performance in the future,  

(2) At present PT X does not have a backup and 
contingency plan for asset protection if it faces a 
possible disaster. It is advisable for PT X to have a 
backup and contingency plan procedure for dealing 
with disasters, which is written and socialized to 
employees on a regular basis, so that employees 
understand their respective duties and 
responsibilities if a disaster occurs at any time. In 
the backup and contingency plan procedure, PT X 
should also consider using other alternative 
hardware if a disaster occurs. So that the recovery 
process of PT X after a disaster can be faster, and 
the business can immediately run again. 

Based on the evaluation of information 
technology control of Pinnacle software used by PT 
X in the form of application control, including 
testing input, process and output control, it can be 
concluded that the Pinnacle software is an 
information technology that has proven its 
reliability. 

6 CONCLUSIONS 

Evaluating information technology control can be 
used to make sure whether the information 
technology that a company had, is reliable. 
Reliability comes with the control that applicable 
and conducted correctly. Information technology 
control can be measured by two aspect: general 
control and application control. General control 
evaluation are including: (1) Administration of the 
information technology function, (2) Separation of 
information technology duties, (3) System 

development, (4) Physical and online security, (5) 
Backup and contingency plans, (6) Hardware 
control.  

Application control can be tested in three ways, 
which are input, process, and output control. Input 
control can be measured by: (1) The input screen has 
been adequately designed with previously formatted 
instructions for transaction information, (2) A list of 
available software selection menus that is easy to 
understand, (3) The computer performs a validation 
test against input accuracy, (4) Software has online-
based input control for e-commerce applications 
where external parties, such as customers and 
suppliers, carry out the initial part of transaction 
input, (5) Auto-correct procedure that can perform 
early detection and input error correction, (6) There 
is a feature of accumulating errors in error files for 
subsequent follow-up by data input personnel. 

Process control can be done by doing some tests 
like validation test, sequence test, reasonableness 
test, completeness test, limit test, duplicate test and 
table look up. The test will make sure that the 
software used is reliable to prevent, detect and 
correct process errors. Preventable process errors, 
known early on and even corrected, can prevent 
inaccurate outcomes. So that the reliability of the 
software can be guaranteed.  

Output control can be measured by: (1) 
Reconciliation of the output produced by Pinnacle to 
the total number of manual controls has been carried 
out accordingly, (2) Comparison of examples of 
transaction outputs with input source documents is 
appropriate, (3) There are restrictions on access to 
final results/output that is only for parties who have 
authorization with user ID and password, (4) 
Verification of date and processing time that 
identifies processing data has been running 
sequentially, (5) Comparison of nominal with funds 
transferred to the destination account that has been 
registered and approved previously are in 
accordance. 
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Abstract: The role of Small and Medium Enterprises (SMEs) become prominent in the economic development of a 
country. However, despite of their importance, SMEs have less access to formal source of external finance. 
The rise of Islamic microfinance is expected to overcome the financial constraint facing by SMEs. 
Accordingly, this study aims to investigate the role of islamic microfinance on the growth of small -medium 
enterprises. The sample comprised of 160 customers of four islamic microfinance institution located in 
Jakarta, Bogor, Depok, dan Tangerang. The regresion results empirically show that islamic microfinance 
variables used in this research are positively  related with the growth of small – medium enterprises in the 
samples.  Trainings and loan frequency are significant to affect the growth of SMEs. 

1 INTRODUCTION 

Globally, SMEs have proven to contribute 
significantly to GDP and also to employment 
(EdinburghGroup,2014). As a developing country, 
MSMEs certainly have a very important role for the 
Indonesian economy (Sarwono,2015). In the last five 
years, the contribution of the MSME sector to 
Indonesia's Gross Domestic Product increased from 
57.84% to 60.34% (Kemenperin,2018). 

However, SMEs globally have a major problem 
that is the limitations of capital (Christopher,2010). 
Lack of access to financial support has been identified 
as one of the main problems for the growth of SMEs 
globally, also in Indonesia (Sarwono,2015). There are 
about 60-70% of MSMEs in Indonesia have not been 
able to get access to financing or credit from banks 
(Sarwono,2015). This is based on the fact that there 
are still few banks that can reach the remote areas of 
UMKM throughout Indonesia. In addition, there are 
also administrative constraints of MSMEs that do not 
meet the requirements. Therefore, the existence of 
Micro Finance Institution and Sharia Micro Finance 
Institution in Indonesia is a solution to reduce the 
problem of capital limitations to MSMEs. The 
success of microfinance institutions has been proven 
and successful in Muslim-majority countries such as 

Indonesia, Bangladesh, Pakistan, Turkey and others 
(Rokhman,2013). However, this product does not 
meet the needs of all Muslim clients. 

Today, sharia financial institutions are a 
growing industry worldwide. This is because Islamic 
financial institutions have their own attractiveness 
that is the practice in accordance with Islamic 
principles and theories (Amin et al.,2011). In 
Indonesia, the growth of sharia financial institutions 
is an interesting phenomenon. Not only sharia 
banking, shariah micro-finance institutions are also 
growing and increasing in number. Referring to the 
market potential and the important role of of Islamic 
Microfinance Institution, therefore,  

Research from Rokhman (2013) showed that 
microfinance has an important role in increasing 
income levels, children's education, and business 
progress. However, Babajide (2012) revealed an 
inverse result that microfinance in Nigeria did not 
increase the growth of MSMEs. Hence, this study 
aims to investage whether islamic financing can 
support MSMEs’ growth.  
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2 LITERATURE REVIEW 

In general, Islam supports the rotation or transfer of 
wealth from surplus units to deficit units that will 
assist in the development of socio-economic welfare 
of the needy (Ali et al.,2015). Financing in Islam has 
two main goals. First, financing in Islam has the goal 
of channelling resources and wealth from surplus 
units to deficit units. Second, to meet human needs 
and enable Muslims to improve their welfare (Kahf 
and Khan,1992). Basically, Islam does not encourage 
someone to carry debt. Every debt must be based on 
real needs, therefore as much as possible Islam 
regulates its people to have no debt. (Amin et 
al.,2011). 

A numerous of empirical studies has been 
conducted to investigate the role of microfinance in 
supporting the growth of SMEs. Adnan & Ajija 
(2015) investigate the effectiveness of Baitul Maal 
wat Tamwil (BMT) in reducing poverty. The 
empirical results show that financing from BMT is 
significant in reducing poverty. The findings confirm 
that most respondents experiencing an increase in the 
level of income after receiving financing from BMT. 
Other BMT’s products, especially mudharabah, have 
positive contribution to empower the poor in various 
productive programs and also able to reduce the level 
as well as the severity of poverty.  

While Awuah and Addaney (2016) provide 
another empirical evidence to support the argument 
that there is positive relationship between 
microfinance and SMEs growth in Kenya. This study 
is a survey – based approach and employ data from 
152 respondents. After getting financing from 
microfinance, there is an evident that the level of 
revenue, profit and assets of the respodents have 
increased. Furthermore, the results also provide that 
non – financial services and products of the 
microfinance institution such as managerial training 
and business consultation services also significant as 
major contribution in increasing the growth of SMEs.  

Thuo (2015) investigates the effect of 
microfinance services on growth of SMEs in Nairobi. 
The variables used in the estimation consist of the 
amount of microloan, number of training, total 
savings done by the SMEs in microfinance 
institutions and legal composition. The results show 
that microfinance services (the amount of financing, 
training and savings) have a positive effect on SME 
growth. The result find an interesting result that the 
amount of microloan alone has a negative impact. 
However, this study concludes that there is a strong 
positive relationship between combined microfinance 
services and company growth. 

In addition, Mohamed and Al-Shaigi (2017) 
analyze the effect of microfinance on poverty 

reduction using the case of Sudan. The study using 
primary data gathered from interview and 
questionnaires. They use three dimensions to evaluate 
the performance of microfinance : outreach, 
sustainability and business development. The result 
show that business development is positively 
influenced by microfinance in the sense that it can 
increase the level of employment, while microfinance 
only contribute a moderate effect on outreach to the 
poor and sustainability.  

The study of Siyad (2013) examines how lending 
from microfinance institution influence the growth of 
small and medium enterprises in Somalia. The result 
also corroborates the existing studies that 
microfinance’s lending play as significant factor in 
affeting the growth of SMEs in Somalia. Moreover, 
Aldesta (2014) using multiple regression approach 
finds that microfinance variables proxied by the 
frequency of financing, duration of business, and the 
amount of financing have a positive and significant 
effect on business development.  

Antonio (2011) argue that Baitul Maal wat 
Tamwil (BMT) has potential role as a strategic 
community – based micro lending initiative. The 
study emphasizes that islamic microfinance play as an 
alternative source of finance for SMEs in Indonesia.  

3 RESEARCH METHOD 

The data in this study is used primary data sources, 
namely original data obtained directly by researchers 
for purposes related to the problem being studied 
(malhotra, 2010). Furthermore, the primary data used 
in this study was obtained from field research (survey 
– based approach) using a questionnaire. The 
questionnaire was distributed to respondents who 
were customers of islamic microfinance institutions 
in Jakarta, Bogor, Depok, and Tangerang. This study 
employs a questionnaire distributed through door to 
door to the location of business / home of the 
respondent to obtain the data. 

Respondents in this study are customers who 
were getting a sharia microfinance scheme islamic 
microfinance institutions. The product of islamic 
microfinance here is also specific which refers to 
productive financing such as credit financing. This 
study utilizes customers who had used islamic 
microfinance services and loan, therefore, the 
influence of islamic financing could be clearly seen 
and analyzed. 

The questionnaire was adapted from past studies. 
A total of 160 survey questionnaires were distributed 
to customers who are taking islamic micro financing 
scheme from 4 islamic microfinance institution 
located in Jakarta, Bogor, Depok, and Tangerang. 
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Institution consists of 2 Baitul Maal wa Tamwil and 
2 Bank Pembiayaan Rakyat Syariah (BPRS). The 
total samples in this research are consist of 160 
respondents.  

In this study, the method used in sampling is 
nonprobability sampling, and using convenience 
sampling technique. Convinience sampling or 
incidental is a sample determination technique 
selected by chance, ie anyone who accidentally meets 
the researcher and can be used as a suitable sample 
for the data source (Sugiyono, 2017). 

The independent variables are financing 
frequency, average amount of financing, duration of 
financing, and also training. There are also control 
variables such as age, education, marital status, 
gender, business age, and business location. While 
dependent variable used in this study is profit growth 
after receiving islamic microfinace to proxy thr 
growth of SMEs. Using multiple regression, this 
study estimate the following estimation : 

𝑔𝑟𝑜𝑤𝑡ℎ  𝛼0  𝛽𝑖 𝑆𝐶  𝛽𝑗𝐵𝑢𝑠𝑖𝑛𝑒𝑠𝑠
𝛽𝑘 𝑀𝑖𝑐𝑟𝑜𝑓𝑖𝑛𝑎𝑛𝑐𝑒  𝜇 

where : 

growth : business growth  

SC : vector of respondents’s socio – demographic 
factors 

Business : vector of respondent’s business 
characteristics 

Microfinance : vector of islamic microfinance 
variables 

The detail of the definition of each variables are given 
in the following table : 

Table 1: Variable Definition 

Variable   Definition  
Growth  profit growth 
Socio – 
demographic 
variables : 
Age  

 
Age of the 
respondents 

Education  Education category :
1 = unschooled  
2 = primary school
= junior high 
school 
= high school 
= diploma  
= undergraduate 
  

Marital status  
Gender  

1= if married; 0= 
otherwise 
1= man;0=otherwise

Business 
characteristics 
: 
Bizage  

 
Age of business 

Bizloc Location of business 
1=commercial/market 
0=otherwise 

Islamic 
microfinance : 
FD 

Financing duration 

FS The average amount 
of financing  

FF Financing frequency
Training Receive managerial 

training  
1=if yes 
0 otherwise  

4 RESULT 

Descriptive Statistics  

This study employ promary data with total number of 
samples are 160 rrespondent. The data shows that 100 
out of 160 respondents are man, and the rest 
respondents are woman. Therefore, the proportion of 
the samples are 62% man and around 38% 
respondents are women. Accordingly, customers who 
use islamic microfinance are dominated by men. The 
reason behind this might occur because man plays a 
the head of the family and usually they responsible 
for owning and running the business. While 46% age 
of the respondents are ranging from 35 – 44 years old.  

While the level of education of the respondents 
are dominated by respondents who graduated from 
high school. Total 83 respondents are graduated from 
high school or this number represents 51.88% from 
total samples. The second highest level of education 
is junior high school which represent 24.38%.  

From the data, it also can be seen that as many as 
53 respondents or around 33.13% have monthly 
income in the range of Rp. 5,000,001-10,000,000, 
followed by income groups Rp. 1,000,001-5,000,000, 
totaling 47 people (29.38%). These two range of 
income are the two highest among other income 
categories. Meanwhile, most of respondents or 
41.25% respondents run their business mostly taken 
place in market, the next business locations are 
located in commercial area which represent 31.88% 
and 26.88% run their business from home as they 
located in residential area.  
 
Empirical Results  
After fulfilling the classic assumptions requirements, 
the empirical result is presented in the following table  
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Table 2: Regression Results 
 Profit Growth
Age  -0,064 

(0,3680) 
Education  0.009 

(0.0780) 
Marital status 0.810* 

(0.2959) 
Gender  -0.1254 

(0.1724) 
Bizage -0.0553 

(0.1480) 
Bizloc 0.1101 

(0.1763) 
FD -0.06574 

(0.1219) 
FS 0.0321 

(0.0580) 
FF 0.0585* 

(0.01968) 
Training  0.5999* 

(0.2341) 
Number in parentheses : standard eror 
Indicates 90% of signifinace level 
 

The regression result show that only three variables 
are significant in influencing the growth of SMEs. 
One variable consists of socio – demographic factor 
namely marital status, while the islamic microfinance 
variables proxied by financing frequency and training 
are significant.  

Marital status is significant probably because it 
can be related to the happiness index which in turn 
affecting the level of productivity. Sunar (2012) that 
married workers have fewer absenteeism, lower 
worker turnover. The results of the study are also 
supported by the study of Hermawan (2012) and 
which indicate that marital status affects the increase 
in business income.  

The results obtained from the regression result 
also indicate that the training received by respondents 
will lead to increased profit growth. This might 
happen because the training will provide new 
knowledge to the entrepreneurs that in turn will lead 
to an increase in repondent’s productivity and 
knowledge to run the business better. Thuo (2015) 
show that training provides business and financial 
skills that are very important for making business 
decisions.  

Financing frequency also find to significantly 
affect the profit growth of the SMEs. Respondents 
who receive more credit or loan from islamic 
microfinance tend to experience an increase in profit 
growth. This results indicate that along with the use 
of Islamic microfinance programs taken by 
respondents, it will open opportunities for respective 

respondent to increase their business profits. This can 
be explained since the more often rspondent take the 
financing, the faster the business turnover will be. 
This result is also supported by research of 
Perwitasari (2014) who find that there is a positive 
influence on the frequency of financing with the large 
development of SMEs turnover. 

5 CONCLUSIONS 

Overall, the empirical result from this study support 
the argument that islamic microfinance is significant 
to affect the growth of SMEs. Specifically, only 
financing frequency and training as proxy for islamic 
microfinance variables are significant and positively 
related with the profit growth of SMEs. In addition, 
marital status variables also positively related to 
profit growth.  

However, there are still much room of 
improvement in this study. The number and the scope 
of the samples used in this study is limited and might 
not represent a bigger samples. Better approach and 
methodology may improve the result and can be done 
for further research.  
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Abstract: This study aims to analyze the development of an information system of revenue cycle for the 

broadcasting of television media advertisement at PT XYZ. Right now, there are two information 
systems that used by PT XYZ and have not integrated yet with each other; those are Broadcast 
Management System (BMS) as an advertisement production system and Oracle Finance 
(ORAFIN) as an Enterprise Resource Planning (ERP) system. Moreover, there are is no main 
feature integrated yet in the system that caused several problems that affect the performance of 
the related divisions. As a result, it can make a different values of an advertisement billing 
because the current system does not meet the user needs. This research is a case study with a 
qualitative method. The research methodology is using Participatory Action Research (PAR), 
where researchers use users of information systems directly PT XYZ to identify information of 
information systems that exist nowaday and analyze their subsequent needs. Data was acquired 
by interview, documents analysis, and observation at PT XYZ. The method used to develop 
information systems of revenue cycle is FAST (Framework for the Application of System 
Technique) method. The result of this study provides a new revenue cycle information system 
that can integrate the existing system to minimize the billing error and provide the reliable 
information as based on decision making. 

 
 

1 INTRODUCTION 

Nowadays, television media is one of the media that 
has great potential of influencing public opinion of 
an issue. Television media is still considered as an 
information center for most people in the world, 
include in Indonesia. 

Along with the number of private television 
stations that have sprung up, then advertisement has 
become something that must be on every television 
broadcast in Indonesia. Furthermore, advertisement 
is one of the most effective marketing 
communication media and is one of the biggest 
supporters in operational activities that can increase 
company profits. 

In this era, the development of information 
systems and the application of information 
technology is increasingly rapid. This situation is the 
basis for a company or organization to develop more 
professionally in terms of performance effectiveness 
and efficiency. Each company has a different 

strategy from other companies for reaching the 
expected targets. Therefore, in order to achieve 
company goals, each company is required to 
implement and develop an information system that 
can support the company's internal control as a 
support in the right decision-making process. With 
the support of a well-designed information system, 
the information produced will be precise and 
accurate so that the company is superior in 
competing with other companies. 

Moreover, the development of the current 
business environment clearly great affects the 
company's workflow and business cycle that 
requires them to be able to provide services quickly 
and accurately. Therefore, company that operates in 
the media industry are advised to use qualified 
information technology, so that the wishes of 
corporate stakeholders can be fulfilled properly and 
optimally. 

For television companies, advertisement is the 
main requirement for the continuity of broadcast 
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production. Without advertisement, the television 
station will have difficulties to face a business 
competition in media industry. Those advertisements 
that appear on televisions are become company’s 
main income to run the wheels of business, that is 
for finance any production including production 
costs for broadcast the programs and show on that 
television. 

To be able to display advertisments on television, 
a company of products, services, or place of 
business must be contact the television. The aim is 
to arrange retated matters of advertising, such as 
how much the advertisement costs per second, when 
the advertisement will appear, in what program the 
advertisement will appear and so on. Therefore, an 
information system and technology are needed to 
arranging and processing all related matters of the 
advertisement serving. Starting from the request to 
make an advertisements, advertisement serving, until 
payment billing of advertisement that become 
revenue for television Company. 

In this research, the author will examine 
information and technology systems of revenue 
cycle that is in one of the television media 
companies in Indonesia, namely XYZ Company. At 
present the information system applied to XYZ 
Company still has several weaknesses, there is does 
not yet has several features that are integrated in the 
system, thus raises several problems that affect the 
performance of related divisions within the 
company. 

This research has two research questions, the 
first is how to control the current revenue cycle 
information system for advertisement serving 
activities and how the design of revenue cycle 
information system development in the new 
advertisement serving activity at XYZ Company.  

The purpose of this research is to analyze the 
control of current revenue cycle information system 
and provide recommendations for system 
development design in advertisement serving on 
XYZ Company called the Smart Intelligence 
Broadcasting Orchestration System. 

2 THEORICAL FRAMEWORK 

According to Romney and Steinbart (2015), internal 
control is a process carried out to providing adequate 
guarantees for the purposes of internal control, 
including safeguarding assets, managing records 
with good detail to report company assets fairly and 
accurately, providing information that is reliable and 
trustworthy, prepare financial reports that are in 

accordance with predetermined criteria, improving 
operational efficiency, encouraging compliance with 
predetermined managerial policies, and complying 
with applicable laws and regulations. 

Meanwhile, internal control according to 
Mulyadi (2002) is a series of actions that are 
pervasive and become an inseparable part, not only 
as an addition, from the entity’s infrastructure.   

Romney and Steinbart (2015) stated that 
accounting information system is about of 
collecting, recording, storing, and processing data to 
produce information for decision makers. This 
system includes people, procedures and instructions, 
data, software, information technology 
infrastructure, as well as internal controls and 
security measures. 

There are six components of the accounting 
information system, namely: 
a) People who use the system; 
b) Procedures and instructions used to collect, 

process and store the data; 
c) Data about the organization and its business 

activities; 
d) Software used to process data; 
e) Information technology infrastructure, including 

computers, peripheral devices, and 
communication network devices used in 
Accounting Information System (AIS); 

f) Internal controls and security measurements that 
store AIS’s data. 

According to Romney and Steinbart (2015), 
revenue cycle is a series of business activities and 
continuous processing of related information 
processing that provides commodities and services 
for costumer and receive cash as payment for the 
sales. 

The thinking framework used in conducting this 
research begins with determining the background for 
choose a research topic, then proceeding to 
determine the problem in the study, the purpose of 
the research, the contributions of the research, the 
limitations of the research and the methodology 
used, and systematics in this study. Furthermore, a 
collection of various literature related to this study 
was also conducted. The two stages above are stages 
in the planning section. 

Then when the planning has been carried out, the 
next stage is the analysis phase. At this phase of the 
analysis, the data needed is a general description of 
the company along with its vision and mission. In 
addition, information is also needed is about the 
company's business processes, so that problems can 
be analyzed and how to recommend solutions for 
future needs. From the various data that have been 
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obtained, the analysis will be carried out using the 
theoretical literature in this study. Theoretical 
literature used is, the theory of internal control, 
information systems, revenue cycle and the method 
of developing information systems that used, there is 
FAST (Framework for the Application of Systems 
Technique). 

In the design phase, recommendations for 
solutions proposed in the analysis phase must be 
present in system design according to the FAST 
(Framework for the Application of Systems 
Technique) approach developed by Whitten and 
Bentley (2007). 

For the system development, an agile method – 
FAST (Framework for the Application of Systems 
Technique) – was used because its comprehensive 
approach (Whitten and Bentley, 2007). FAST 
method consists of phases as follows (this research 
used four early phases): 

(1) Scope definition. The purpose of the scope 
definition phase is twofold. First, it answers the 
question, “Is this problem worth looking at?” 
Second, and assuming the problem is worth looking 
at, it establishes the size and boundaries of the 
project, the project vision, any constraints or 
limitations. 

(2) Problem analysis. This phase studies the 
existing system and analyze the findings to provide 
the project team with a more thorough understanding 
of the problems that triggered the project. 

(3) Requirements analysis. This phase defines 
and prioritizes the business requirements. Simply 
stated, researcher approaches the users to find out 
what they need or want out of the new system. 

Logical design. This phase translates business 
requirements into system models. The logical design 
will use system design tools like functional 
decomposition diagram (FDD), data flow diagram 
(DFD), entity relationship diagram (ERD), and user 
interface design. 

3 RESEARCH METHOD 

This research was conducted in order to answer 
existing research questions, those are: 
a) How to control the current revenue cycle 

information system of advertisement serving 
activity at XYZ Company? 

b) How is the design of the revenue cycle 
information system development in the new 
advertisement serving activity at XYZ 
Company? 

This research is a case study with a qualitative 
method using primary and secondary data. The 
method used to obtain these data is as follows. 
a) Interviews and Observations 

Field research was conducted directly at XYZ 
Company to obtained data and information 
needed by observation. This observation aims to 
study current operational activities. Primary data 
is obtained by interviewing related divisions of 
account receivable flow, those are the Sales 
Division, Traffic Division, Billing Division and 
Collection Division at XYZ Company. 
Meanwhile, secondary data is obtained by 
studying the Standard Operational Procedure 
(SOP) that applies to each related divisions. 

b) Participatory Action Research (PAR) 
According to Yoland Wadworth in Agus Afandi 
(2013) Participatory Action Research (PAR) is a 
research method which implemented in a 
participatory manner among a group of people in 
a community. This research involves all relevant 
parties in actively examining together the current 
actions or conditions (which they experience as 
problems) in order to change and correct them. 

In this research, the researchers directly 
involved the revenue cycle users information 
system at XYZ Company to directly identify the 
problems and weaknesses of the existing 
accounting information system and analyze their 
subsequent needs. 

Researcher in this research act as authors and 
actors of the system, because researcher in this 
case are actively involves in the company's 
business processes. Information about the current 
problems is identified by conducting interviews 
with several respondents from related divisions. 
Those are, the Sales Division, the Traffic 
Division, the Billing Division and the Collection 
Division as the users of the revenue cycle 
accounting information system. 

The result of the interview that have been 
conducted will be summarized and concluded as 
the main problems that experienced by system 
users. 

4 ANALYSIS 

4.1 System Analysis 
In this phase, an analysis of the current business 
process description of the company will be carried 
out. Then, it will explain the problems faced in 
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implementing the business process. Those problems 
will be analyzed on the implementation of the 
revenue cycle accounting information system that is 
still ongoing today and formulated the right solution 
for system improvement so that it can overcome 
these problems. 
 
4.1.1 Scope Definition Phase 
To analyze the accounting information system of 
XYZ Company, it begins by determining the scope 
using the PIECES framework (Performance, 
Information, Economics, Control, Efficiency, 
Service) developed by James Wetherbe in Whitten 
and Bentley (2007). The following is a table that 
shows the problems faced by XYZ Company and 
opportunities for solutions that can be applied to 
determine the scope of system development. 
Information in this table is obtained from direct 
observation and direct interviews with all relevant 
parts at XYZ Company. 
 

Table 1: The Framework of PIECES 
No Existing Problems The Opportunities 

Performa
nce 

  

(1) In the sales process, 
the income report 
has not been 
monitored 
systemically. 

The income report 
can be monitored 
continuously and 
automated. 

(2) The company has 
trouble to manage 
the cash flow for 
other importance 
activities. 

The company can 
manage cash flow if 
the income report 
information can be 
known reliably. 

(3) Less effective and 
efficient in the entire 
real time collecting 
information. 

The company can 
caries out the 
production activity 
and finances report 
effectively and 
efficiently if there is 
a new information 
system 
development. 

Informati
on 

  

(4) This time the 
information about 
sales data should be 
imported manually 
from BMS system to 
ORAFIN system. 

Sales data is updated 
and imported 
automatically. 

(5) The data have not 
integrated well and 
it is not easy to 
fulfill the new 
information needed. 

All data is well 
integrated and can 
fulfill the other new 
information needed. 
 
 

Economi
cs 

  

(6) There are 
differences value of 

The incorrect 
collection of 

an advertisement 
billing. 

advertisement 
billing can be 
minimized by the 
development of new 
information system. 

(7) Income cannot be 
accurately identified 

Income can be 
accurately identified 

Control   
(8) The unavailability of 

information about 
advertisement detail 
can trigger errors 
differences value of 
an advertisement 
billing. 

The incorrect 
collection of 
advertisement 
billing can be 
minimized by the 
development of new 
information system. 

(9) The company has 
trouble to manage 
the cash flow for 
other importance 
activities. 

Information on 
advertisement 
revenue will help to 
make the right 
decision on XYZ 
Company’s cash 
inflows and cash 
outflows. 

Efficienc
y 

  

(10) The existing system 
still not fulfill the 
user needs so that 
need a excessive 
effort to produce the 
accurate revenue 
information 
periodically. 

The production 
process and 
recording off all 
broadcast activities 
and its conversion 
are more effective 
and more efficient if 
there is a new 
system 
development. 

Service   
(11) The employee and 

management have 
difficulties to get a 
reliable information. 

(a) Facilitate the 
employee in 
doing any 
broadcast 
production 
activity and 
reporting. 

(b)  Facilitate the 
management to 
access the 
existing report. 

(c) Facilitate all of 
divisions to find 
the source of 
trouble because 
every activity has 
been recorded in 
the system. 

 
4.2 Problem Analysis Phase 
The goal of the problem analysis phase is to study 
and understand the problem domain well enough to 
thoroughly analyze its problems, opportunities, and 
constraints (Whitten and Bentley, 2007).  

In this phase, an analysis is carried out on the 
problems that arise in the business process because 
there is no development of information systems that 
appropriate with the user needs. As identified in the 
PIECES framework, from the results of the 
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interview with several related divisions in the 
company, those are: the Sales, Traffic, Billing and 
Collection divisions, table 2 describe some of the 
solutions proposed in overcoming the problems that 
occur in the revenue cycle information system 
development process PT XYZ. 
 

Table 2: The analysis of cause and effect previous 
system and solutions for new system 

No Inhibitor Effect Proposed 

Solution 
1. Broadcast 

Manageme
nt System 
(BMS) as 
the system 
used to 
process the 
advertisem
ent 
broadcasti
ng is not 
directly 
integrated 
with 
ORAFIN 
as an ERP 
system. 

1. Sales data must be 
imported from BMS to 
ORAFIN at the end of 
each month. The risk is 
that if there is an 
incomplete processing 
then the data will not 
imported entirely so it 
must be re-imported 
continuously until the 
data can be moved 
entirely into the ORAFIN 
system. 

2. Another thing is if one of 
the clients requests an 
invoice before the XYZ 
Company’s specified 
date, then the billing 
division must import the 
client’s sales data one by 
one over the client’s sales 
data to issuance an 
invoice. 

An 
information 
system that 
can integrate 
BMS with 
ORAFIN is 
needs to be 
made. So, all 
of sales data 
can be 
updated 
realtime. 

2 The 
making of 
package 
order is 
still done 
manually 
by using 
Ms. Excel. 
It is done 
by the 
Marketing 
Division.  

The Traffic Division 
cannot supervise the 
system over the client 
budget which used in 
certain month, whether or 
not the budget is 
appropriate with the 
package that has been 
approved. 

An 
information 
system that 
can provide 
the create 
package 
order feature 
that 
integrated 
with the 
other 
programs in 
the system is 
needs to be 
made. 

3 The 
making of 
media 
order is 
still done 
manually 
by using 
Ms. Excel. 
It is done 
by the 
Sales 
Division.  

1. Traffic Division have to 
input the manual media 
order to the BMS system. 

2. If there are additional 
orders, it will probably 
trigger errors in the 
number of billing to 
client because the 
additional order cannot 
be automatically updated 
by the system. 

An 
information 
system that 
can provide 
the create 
media order 
feature that 
integrated 
with the 
other 
programs in 
the system is 
needs to be 
made. 

4 The 
existing 
system 
does not 
has a 
detailed of 
database 
advertisem
ent 
serving. 

The Collection Division 
cannot know the real 
value of the broadcast 
when billing clients each 
month. So, there is a 
difference between the 
value stated on the 
package or media order 
and the value in the 
system because the sales 

1. An 
information 
system that 
can provide 
the database 
of the 
advertiseme
nt or 
programs 
broadcast 

value has not been 
updated automatically. 

 

detail is 
needs to be 
made. So, 
the 
Collection 
Division can 
reconciliatio
n if there is a 
difference in 
the nominal 
value of the 
bill. 

2.  This system 
information 
is also can 
provide the 
Intelligent 
Alert feature 
on the 
changes that 
occur during 
the 
broadcasting 
process. 
Therefore, 
when there 
is a shift in 
broadcast 
time, then it 
will 
automaticall
y give 
notification 
on emails to 
the Account 
Executive 
(AE) so the 
AE can 
immediately 
inform this 
shift to the 
client who 
coordinating 
the next 
client 
request.  

5 There is no 
online 
database 
system for 
storing 
billing 
documents 
files. 

The Collection Division 
must look for invoices file 
and its completeness such 
as sales packages, tax 
invoices, log proof, and 
other related documents 
to invoice’s storage 
warehouse. 

Provides an 
online 
database to 
store the 
invoices and 
their 
completeness 
combined in 
one folder 
according to 
the invoice’s 
number. 

 
4.3 Requirement Analysis Phase 
After analyzing the existing problems and doing a 
more detailed understanding, an analysis is carried 
out to determine the user's needs for the 
development of the system by making a context 
diagram. Context diagram is a diagram that can 
describe the relationship between the system and the 
business as a whole. The related relationship is 
described as the flow of information and data that 
enters the system and exits the system. The 
information system context diagram for 
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advertisment serving revenue cycle can be seen in 
the following figure. 

 
Figure 1: Context Data Flow Diagram 

 
After creating a context diagram, then the Functional 
Decomposition Diagrams is arranged. According to 
Whitten and Bentley (2007), Functional 
Decomposition Diagrams (FDD) are made with the 
aim of describing the components contained in the 
system and sub-systems separately. Decomposition 
diagram shows top-down functional decomposition 
or system structure.  FDD is the first step in making 
a diagram flow. From the FDD compiled, later Data 
Flow Diagrams (DFD) can be created. FDD 
Information system for advertisement serving 
revenue cycle can be seen in the following figure. 
 

 
Figure 2: Functional Decomposition Diagram (FDD) 

4.4 Logical Design Phase 
This stage of logical design will transform the 
business requirements into a system both in the 
process and process data model. The purpose of this 
logical design is to obtain a more detailed picture of 
the information needed to develop an information 
system for the advertisement serving revenue cycle. 
Process modelling will be described by Data Flow 
Diagrams (DFD), while data modelling will be 
described by using the Entity Relationship Diagram 
(ERD). 
 
4.4.1 Process Modelling 
According to Whitten and Bentley (2007) process 
modelling is a technique used to organize and 
document the structure and flow of data from a 
system or logic, policies, and procedures so that it 
can be implemented by the system process. 

To do process modelling, one technique that can 
be used is Data Flow Diagrams (DFD). DFD is a 
tool in modelling that allows system analysis to 
describe the system as a network of functional 
processes that are connected to each other by the 
flow of data, both manually and computerized. Data 
Flow Diagram Information system of advertising 
revenue cycle can be seen in the following picture. 
 

 
Figure 3: Data Floxew Diagram 
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4.4.2 Data Modelling 
Data modelling is a technique in organizing and 
documenting the data that the system has. Often 
referred to as database modelling. The first step in 
modelling data is to determine the entities contained 
in the system. Information system database entity of 
XYZ Company’s revenue cycle is determined by 
looking at the requirements of the system. After 
determining the entities contained in the system, 
then the next analysis is carried out to determine the 
relationships between entities. Relationships are 
natural business relationships between one or many 
entities (Whitten and Bentley, 2007). Next, an 
analysis is carried out to determine the cardinality 
between entities. Cardinality is the minimum and 
maximum number of occurrences of an entity and its 
relation to the emergence of other entities. After 
analyzing the relationship and cardinality between 
entities in the revenue cycle information system, the 
entity as a whole can be described in a fully attribute 
data model diagram in the form of an entity 
relational diagram. Figure 4 shows the Entity 
Relationship Diagram data model for XYZ 
Company's advertising revenue cycle information 
system. 

 
Figure 4 Fully Attribute Entity Relationship 

Diagram 
 
 

 

4.5 Designing the User Interface 
In designing this advertisement serving revenue 
cycle information system, the author uses 
middleware device technology, which is to integrate 
two different systems, those are the Broadcast 
Management System (BMS) as a processing system 
for displaying advertisements or programs in the 
television industry with Oracle Finance (ORAFIN) 
as an Enterprise Resources system Planning (ERP) 
used by XYZ COMPANY to be able to 
communicate between one and the other in 
processing data in realtime. In this case, the 
middleware device also provides features to create 
integrated sales and media order packages and 
access to approve that sales documents. In addition, 
the Intelligent Alert feature is also provided, where 
this feature serves to provide automatic e-mail 
notifications to the Account Executive (AE) for 
changes in impressions that occur and save the 
changes in the database provided. 

The following is the information system design 
of the advertisement serving revenue cycle, named 
the Smart Intelligence Broadcasting Orchestration 
System, which was recommended by the author to 
XYZ COMPANY. 

 
Figure 5: Smart Intelligence Broadcasting 

Orchestration System Design 

5 RESULTS 

The result of this research are the solution for XYZ 
Company in the form of a revenue cycle information 
system that has been integrated with the BMS and 
ORAFIN systems. In this system, a sales package 
and media order feature has been provided, the 
database of advertisement or program broadcast 
details, and an online database for storing invoices 
and other equipment. In addition, this system has the 
intelligent alert feature in the form of e-mail 
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notifications to the relevant Account Executive (AE) 
for changes in impressions that occur during the 
broadcasting process. With the creation of an 
revenue cycle information system, it is expected to 
minimize the occurrence of advertisement billing 
error and provide reliable information as based on 
decision making. 

6 CONCLUSIONS, SUGGESTION 
& LIMITATION 

6.1 Conclusions 
From the result of analysis and data collection that 
has been conducted by the authors, conclusions can 
be taken as follows: 
1. The information system of the advertisement 

serving revenue cycle that has been designed 
allows companies to minimize advertisement 
billing error. With the availability of the main 
features that have been integrated, it will make it 
easier for companies to carry out their activities.  

2. Beside that, the revenue cycle information 
system designed is an information system based 
on realtime so that all changes that occur during 
advertisement serving can be identified and can 
be handled quickly. 
 

6.2 Suggestion 
Based on these conclusions, the author has 
suggestions that can be considered for the 
improvement and progress of the company, there is 
the implementation of revenue cycle information 
systems development is expected to help companies 
to dealing with the problems that has been identified 
in chapter 4. However, to reach the objectives to be 
achieved, when implementing the revenue cycle 
information system for the advertisement serving the 
company must take appropriate steps. Companies 
need to do a systematic way and follow existing 
rules, such as proceeding to the phase of system 
physical design, system testing, and maintenance of 
the system. Although this does not guarantee the 
success of implementing a system, work that follows 
the rules will bring closer results. 

 
6.3 Research Limitation 
The limitations of this study are only using the 4 
stages of the FAST method, which only reaches the 
logical design stage. Research also has limited 
coverage because the analysis carried out only on 
the revenue cycle information system of the 
advertisement serving regardless of the 

organization's needs for other systems. In addition, 
the design of this system can also be developed 
through the development of a better architecture so 
that system users can easily operate this system. 
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Abstract: This study aims to describe the intentions of civil servant in Central Java Indonesia to do whistle-blowing. 
This paper also examined the relationship of attitudes toward whistleblowing and organizational 
commitment toward whistleblowing intention. The respondents within this study were 200 government civil 
servants working on Audit Board of the Republic Indonesia Representative of Central Java Province and 
Inspectorate of Central Java Province. This paper using closed questionnaire to collect the data. The 
questionnaire developed from previous study using scale 1-5 and 135 questionnaires were analyzed using 
IBM SPSS 21. The respondents were willing to become whistle-blowers in the event of fraud cases they 
found out. The research findings indicated that the attitude and organizational commitment gave a positive 
influence on whistle-blowing intentions. It can be concluded that in the formation of intentions to do 
whistle-blowing influenced factor inside oneself to form the intention and required the existence of self-
control from various limitations. 

1 INTRODUCTION 

Over the past few decades, issues regarding whistle-
blowing have become a global concern since they 
are proven effective for detecting fraud in 
organizations. The whistle-blowing system, which is 
effective, transparent and responsible, is highly 
expected to overcome employee reluctance to report 
suspected violations and to increase employee 
participation in reporting suspected violations. Park 
et al. (2008) suggested that whistle-blowing is a 
means to report any violations to individuals or 
organizations considered to have an authority to put 
an end to them and there may be considerable 
variation in the actual way in which employees can 
become whistle-blowers. Referring to the Indonesian 
ACFE report in 2016, the highest fraud prevention 
method as much as 20.6% was the whistle-blowing 
system method. 

 Most previous studies (Tavakoli et. al, 2003) 
agreed that whistle-blowing is an internal 
organizational structure that is significant to strive 
against company mistakes and questionable actions 
(Kaplan & Schultz, 2007). Near and Miceli (1995) 
declared that fraud not disclosed to anyone will put 
their organization in danger. Whistle-blowing 

requires collective efforts within an organization 
since it is effective in combating fraud as long as all 
members of the organization actively participate. 
Whistle-blowing is able to increase the effectiveness 
and efficiency of the organization and therefore, can 
be considered a mitigating factor to prevent 
unexpected negative occurrence (Ahmad et.al, 2012; 
Kaplan & Schultz, 2007; Winardi, 2013).  

Thus whistle-blowing is a notable way to prevent 
and deter any frauds, losses and misuses (Hwang 
et.al, 2008). For the significance of the whistle-
blowing, a method is necessary to encourage the 
effectiveness of fraudulent disclosures that occur 
within the organization. The Sarbanes-Oxley Act 
2002, Section 302 and 806, are specifically designed 
to encourage whistle-blowing and provide protection 
from retaliation for employees who disclose fraud or 
who become whistle-blowers within the 
organization. 

In fact, being a whistle-blower is not an 
effortless matter. Anyone who comes from an 
internal organization will generally face an ethical 
dilemma in deciding whether to report it or leave it 
hidden. Some people view the whistle-blower as a 
traitor violating the norms of organizational loyalty, 
yet others view the whistle-blower as a heroic 
protector of values which considered more important 
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than loyalty to the organization. A person may be a 
whistle-blower in order to get attention, fame, 
promotion, and retainer for his whistle, even though 
the organization may designate a whistle-blowing as 
a mechanism to expose and control organizational 
errors (Rothschild, 1999 and Hwang et al., 2008). 
These conflicting views often make candidates for 
whistle-blowers in a dilemma of uncertainty 
determine attitudes that can ultimately distort the 
interests of whistle-blowing (Bagustianto & 
Nurkholis, 2015). 

The objectives of this study was to examine 
whether individual factors that consisting of 
organizational attitudes and commitment influence 
the auditor's intention to do whistle-blowing. This 
study was conducted on government auditors who 
worked for the Indonesian Financial Audit Agency 
(BPK) representative of Central Java Province and 
Inspectorate of Central Java Province. The 
respondents were selected in government auditors 
with the idea that they have already known the 
systematic whistle-blowing and fraudulent reporting 
system applied at their workplace. 

2 THEORICAL FRAMEWORK 

Pro-social Organizational Behavior Theory 
Brief and Motowidlo (1986) suggested that pro-
social behavior is behavior carried out by members 
of an organization, directed at individuals, groups, or 
organizations with whom they interact when playing 
their organizational roles in order to promote the 
welfare of individuals, groups or organizations 
targeted. Brief and Motowidlo (1986) mentioned 
whistle-blowing as either the 13 forms of pro-social 
organizational behavior. The relation of pro-social 
theory with the intention of whistle-blowing is that 
sometimes members of an organization see an urgent 
need for change, for instance, due to certain orders, 
procedures or policies that may be unethical, illegal, 
or cause harm to the organization in long term, but 
cannot suggest or bring change directly. If done with 
sincere intention to help the organization, this is also 
a pro-social behavior (Brief & Motowidlo, 1986). 
This is in accordance with the opinion of Dozier and 
Miceli (1985) which stated that whistle-blowing 
behavior can be viewed as pro-social behavior since 
in general these behaviors will provide benefits to 
other people (or organizations) besides being useful 
for the whistle-blowers themselves so that whistle-
blowing can be said to be pro-social behaviour. 
 
 

Development of Hypotheses 
Attitude against whistle-blowing 
Park and Blenkinsopp (2009) stated that someone 
develops his attitude based on his belief on the 
behavior which was being considered connecting 
that behavior with the certain consequences. The 
first step in the process of making pro-social 
decision is focal member (individual who will be 
observed) consider whether focalactivity is 
wrongdoing or not (Greenberger et al., 1987 in 
Manafe, 2015). The attitude toward a behavior refers 
to the extent to which a person has evaluation or 
favorable judgment or unfavorable judgment to the 
certain behavior (Ajzen, 1991, Solikhah, 2014). 
Winardi (2013) stated that an employee more tends 
to be whistle-blower if he believes that whistle-
blower brings positive results and the results is 
important to be evaluated. For example, the results 
of whistle-blowing could prevent serious damage on 
the organization and help to eradicate a corruption. 

If employee assumes that whistle-blower is as 
corrective steps for organization, which could save 
organization, it means this attitude bring positive 
effect. The previous research done by Park and 
Blenkinsopp (2009), Winardi (2013), Bagustianto 
and Nurkholis (2015) stated that an attitude brings 
positive effect to the intention whistle-blowing. So 
that the hypothesis is 
H1: The attitudes supportive against the whistle-
blowing system will bring positive effect to 
intention of whistle-blowing. 
 
The Commitment of Organization               
Mowday et al. (1979) define the commitment of 
organization is as relative power of identification 
and individual involvement in an organization. This 
component of organizational commitment show the 
disposition of pro-social behavior, is individuals 
committed to the organization will be willing to give 
something of themselves to contribute to the welfare 
of the organization (Brief and Motowidlo, 1986). In 
Myers's book, (2012:196) the norm of social 
responsibility is the belief that someone must help 
those who need help regarding reciprocity, this is 
corresponding with the principle of the commitment 
of organization. For whom has high organizational 
commitment will always be actively involved and 
contribute to the organization, so that they have 
more sense of belonging to the organization, then 
they will do anything to protect their organization, 
then that commitment bring positive effect to 
intention of whistle-blowing. The previous research 
result done by Napitupulu (2016) and Bagustianto 
and Nurkholis (2015) stated that the organizational 

UNICEES 2018 - 1st Unimed International Conference on Economics Education and Social Science

964



 

commitment has a positive effect on whistle-
blowing intentions, thus, the hypothesis proposed: 
H2: The Commitment of an Organization bring 
positive effect N whistle-blowing intention. 

3 RESEARCH METHOD 

Sample 
The samples of this research were civil servants 
working in the Inspectorate of Central Java Province 
and representative of BPK Central Java Province. 
Both agencies were selected because the system 
reporting of whistle-blowing was already presented 
in those institutions /organizations. The sampling 
technique used is Non-Probability, while in selecting 
the sample the method used was purposive sampling 
with the criteria ‘the employee has at least on year 
working experience’. It was with the consideration 
that respondents who have work at least one year 
have proper knowledge, have understood to the 
working environment, and have perception and 
consideration of the comprehensive to whistle-
blowing intention. The research data was collected 
through conducting 200 questionnaires. There were 
135 questionnaires were returned (response rate 
72%). 

Table 1 describes about definition variable, 
indicator or the way of measurement. 

 
Table 1: The Variable Deskreption. 

Varia
ble 

Definit
ions 

Indicators/Measure
ment 

Reference 

Whistl
e-
blowin
g 

Report 
the erro
r to the 
trusted 
individ
ual or 
organiz
ation th
at has 
power 
to stop 
it. 

1. Report an error 
with complete 
identity. 

2. The 
anonymously 
report 

3. Report to the 
internal 
organization. 

4. Report to the 
external 
organization. 
The 

measurement uses 
likert scale 1-5 
 

Park & 
Blenkin-sopp, 
(2009) 

Attitud
e 

The 
individ
ual 
attitude 
toward 
how 
many h
e 
approv
es or n

1. The confidence 
behavior 

2. Evaluation of 
Importance 
The 

measurement uses 
likert scale 1-5 

 

Park & 
Blenkin-sopp, 
(2009) 

Varia
ble 

Definit
ions 

Indicators/Measure
ment 

Reference 

ot appr
ove a 
certain 
behavi
or. 

The 
commi
tment 
of 
organi
zation 

How 
far the 
involve
ment of 
an 
employ
ee to 
the 
organiz
ation. 

1. Strong 
confidence and 
acceptance 
goals and value 
organization, 

2. The 
willingness for 
exert 
considerable eff
ort on nae of 
organization, 
and 

3.  loyalty.  
The measurement 

uses likert scale 
1-5 
 

Mowday 
 et al. 

(1979) 

4 ANALYSIS 

Findings of Descriptive Statistical Analysis 
Analysis statistics descriptive used for describing the 
existing variables in the research seen from 
minimum and maximum value and mean. The 
analysis of statistics descriptive could be seen in 
table 2 the results of analysis descriptive statistics: 
 

Table 2: The results of analysis descriptive statistics. 

Variable 

Numb
er of 
Respo
ndent 

Min Max 
M
ea
n 

St. 
Devi
ation 

Ca
teg
or
y 

Intention 
of 
Whistle-
blowing 

135 1 5 
3.4
2 

0.76 

It 
ca
n 
be 

Attitude 
toward 
Whistle-
blowing 

135 1 5 
3.9
7 

0.53 

Ap
pr
ov
ed 

The 
commitm
ent of 
organizati
on 

135 2 5 
3.6
1 

0.56 
Hi
gh 

 
The findings of descriptive statistics showed that 

the intention of the whistle-blowing variable fell into 
the possible category. This means that research 
respondents were willing to become whistle-blowers 
in the event of fraud cases they found out. The 
attitude variable towards the whistle-blowing was in 
the agreed category in which the respondent's 
organizational commitment variable got a high 
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category and the retaliation view variable is also 
included in the fairly high category. The status of 
offenders belonged to the quite powerful category; 
the ethical environment was in the high category 
while the ethnic groups included in a possible 
category.  
 
Findings of Hypothesis Test  

All variables in this study passed the classic 
assumption test. Classical assumption test shows that 
the data is normal which is expressed with a 
significance value of 0.537 or above 0.05. 
Multicollinearity test shows that tolerance value is 
more than 0.10 and VIF value is less than 10, so 
there is no correlation between independent 
variables and the regression model. Therefore, it 
does not occur multicollinearity. The 
heteroscedasticity test using the glejser test shows 
that the significance is above 0.05 and the variable 
does not occur with heteroscedasticity so that all 
variables pass the classical assumption test. 

The Result of Multiple Linear Regression is 
shown in the table 3. 

Table 3: The Result of Multiple Linear Regression 
Model Unstandardized 

Coefficients 
Standardi
zed 
Coefficien
ts 

t Sig. Concl
usion  

B Std. Error Beta  

(Constant) 13.808 5.377  2.568 .011  

Attitude 
.574 .101 .494 5.661 .000  Accep

ted 
Commitm
ent Org. 

.158 .056 .214 2.799 .006 Accep
ted 

Dependent Variable: Whistle-blowing Intention 

 
The results coefficient of determination test 

shows that the amount of Adjusted R Square is 
0.387 which means that 38.7% variable variation 
from whistle-blowing intentions can be explained by 
variable attitudes, organizational commitment, 
retaliation views, offender status, ethical 
environment, and ethnicity, while the remaining 
62.3% explained by other variables outside the 
model. 

5 RESULTS 

H1 which stated that a supportive attitude towards 
the whistle-blowing system would have a positive 
effect on whistle-blowing intentions received. The 
employee agreed to the benefits of whistle-blowing 
and he agreed that the results after reporting became 
an important matter. For instance, it could prevent 

the loss of the organization and eradicate corruption. 
As a state civil servant, he must also carry out his 
obligations as a servant of the state, which were 
protecting and maintaining the reputation of his 
organization so that he could fulfil the public's desire 
to make a clean organization, if he did a whistle-
blowing, and then makes a better organization. 

This result was in accordance with the theory of 
pro-social behaviour. The steps in the process of 
making pro-social decisions were related to whistle-
blowing, which was to consider whether the whistle-
blowing is wrong. In the theory of planned of 
behaviour proposed by Ajzen (1991), either 
predictor in shaping intention is attitude. Attitude 
towards whistle-blowing refers to the extent to 
which a person has a favourable evaluation or 
assessment of the attitude towards the question. The 
results of this study were consistent with the 
research of Park and Blenkinsopp (2009), Winardi 
(2013), and Bagustianto and Nurkholis (2015) which 
stated that attitudes had a significant positive effect 
on the intention to do whistle-blowing. 

H2 was accepted which means that organizational 
commitment has a positive effect on whistle-
blowing intentions. Employees had similarities with 
the values applied in the organization, and they 
would be glad and proud to be part of the 
organization, so that they easily approved the 
policies set by the organization. Employees were 
also willing to work on a variety of tasks and will try 
hard so that the organization could achieve its 
objectives because it has a high level of concern for 
how the organization is going. As well as employees 
felt their current organization is the best 
organization, so they would be pleased and fortunate 
to be able to work at the BPK or Inspectorate. 

This result was supported by pro-social 
behaviour theory and the concept of organizational 
commitment, that whistle-blowing is a positive 
social behaviour that can provide benefits to the 
organization in the form of protecting the 
organization from the dangers of fraud (fraud). Brief 
and Motowidlo (1986) mention one of the 
antecedents of pro-social theory namely 
organizational commitment. This component of 
organizational commitment showed the disposition 
of pro-social behaviour, which were individuals 
committed to the organization would be willing to 
contribute to the welfare of the organization. 
Employees who had high organizational 
commitment tent to have a sense of ownership and 
had high loyalty and when the values existing in the 
organization were inherent in the employees so that 
the organization was a part of themselves, so that 
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they had high responsibilities to protect the 
organization either by doing whistle-blowing. This 
results were in line with the research conducted by 
Napitupulu (2016) and Bagustianto and Nurkholis 
(2015) which stated that organizational commitment 
had a positive effect on the intention to do whistle-
blowing. 

6 CONCLUSIONS 

A total of 135 civil servants working at the Audit 
Board of the Republic Indonesia Representative of 
Central Java Province and Inspectorate of Central 
Java Province responded that they had the intention 
to become whistleblowers if they knew that fraud 
had occurred in their workplace which caused losses 
to the state. The conclusions from this study are; 
partially attitudes towards whistle-blowing, and 
organizational commitment, have a positive effect 
on whistle-blowing intentions.  It can be concluded 
that in the formation of intentions to conduct 
whistleblowing influenced factor from within 
oneself to form the intention and required the 
existence of self-control from various limitations. 
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Abstract: The purpose of financial statements is to provide information regarding the financial position, company 

performance and changes in financial position that are beneficial to a number of parties in decision making. 

Therefore, quality financial statement information is free from material misstatement. The impact of 

harmonizing financial accounting standards makes the wider spread of the concept of prudence more 

widespread. Researchers in this matter used literature studies to see how conservative concepts and 

prudence concepts in several countries. The concept of Prudence and the concept of conservatism are two 

contradictory things. From the results of the literature study, it was concluded that the concept of prudence 

would help financial reporting so as not to provide false optimism to users of information in the event of 

high uncertainty. Meanwhile, conservatives must be careful but if losses are recognized immediately. So, 

the concept of prudence is more transparent. However, the concept of prudence in developing countries has 

not been used differently from developed countries that have used prudence. 

1 INTRODUCTION 

The financial statements are prepared based on the 
Financial Accounting Standards that have been 
prepared by the body authorized to develop 
standards in this case in Indonesia, the Indonesian 
Accountants Association. The financial statements 
of a company describe the performance of the 
company's management in managing the company's 
resources entrusted to it. Information conveyed in 
financial statements is useful for internal parties and 
external parties in decision making. Therefore public 
companies are obliged to publish and present 
financial statements as a form of accountability for 
the management of resources. 

The purpose of financial statements is to provide 
information regarding financial position, company 
performance and changes in financial position that 
benefit a large number of users in economic decision 
making. Therefore, quality financial statement 
information is free from engineering and presents 
actual information in accordance with the facts so as 
not to harm all parties who use it. 

When preparing financial statements, companies 
are given the freedom to choose the accounting 
method used. Freedom in choosing a method can be 

used by companies to produce different financial 
reports with other companies in accordance with the 
wishes and needs of the company. Or in other words, 
companies have little freedom in choosing one of 
several alternatives offered in financial accounting 
standards that are considered to be in accordance 
with company conditions. For example, the 
company needs to reduce risks from unstable 
economic conditions, so to reduce the risk, 
companies usually take prudence in presenting 
financial statements. The concept of prudence is 
carried out by carefully recognizing and measuring 
assets, profits, debt, and costs. The concept of 
prudence is implied by recognizing the possible 
costs or losses that will occur, but not immediately 
recognizing future revenues or profits even though 
the likelihood is large. Prudence reporting is often 
referred to as accounting conservatism. 
Conservatism is an important principle in financial 
reporting that is intended so that the recognition and 
measurement of assets and profits are carried out 
with great care, this occurs because economic and 
business activities are surrounded by uncertainty. 
The implication of this conservative method is to 
report lower profits and assets or higher debt. 
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Accounting conservatism will increase bad news 
in a timely manner that is more relevant according to 
existing standards carefully so that it helps company 
managers and investors at the time of 
implementation. (Hsieh, Ma and Novoselov, 2018). 

The views of some researchers that the 
conservatism of its popularity has lately diminished 
in the accounting cycle. The last few years are 
standard compilers and researchers are more likely 
to see about consistency, realization, going concern, 
and others.  

There are researchers who support accounting 
conservatism because they can help corporate 
management to overcome agency problems. 
(Dhaliwal et al., 2014). Regulations regulated in 
financial accounting standards are intended that the 
standards made are expected to make the 
information in the financial statements must be 
neutral. Neutral is meant to be free of bias from 
anything that will influence decisions, for example, 
free from market friction, strong capital markets or 
full rationality or others. 

To fulfill the qualitative characteristics of the 
IFRS conceptual framework, the concept of 
conservatism was abolished. The concept of 
conservatism has a role in accounting, but not in the 
form of qualitative characteristics. The concept of 
conservatism will serve to resolve problems 
regarding recognition and measurement within the 
conceptual framework. The concept of conservatism 
can solve the problem of determining whether it 
enters the balance sheet or profit or loss at certain 
times when the framework is weak. The concept of 
prudence will react when uncertainty occurs (such as 
a weak conceptual framework). The concept of 
conservatism will provide information to investors 
regarding investment returns, especially regarding 
the uncertainty of the investment.(Penman, 2016) 

Under the concept of prudence, company 
management must not increase the amount of 
revenue recognized or underestimate the amount of 
expenditure. The management of the company must 
also be conservative in recording the number of 
assets, and not lowering liabilities. However, the 
results must be in the form of financial statements 
that are stated conservatively.  

Everyone acknowledges that prudence is very 
necessary for accounting, therefore, its role must be 
recognized within the conceptual framework. This 
study wants to see the concept of conservatism or 
prudence in several countries. 

 

2 LITERATUR STUDY 

Agency Theory 
Agency theory is a theory that arises because of a 
conflict of interest between the principal and the 
agent. Principal as the shareholder while agent as 
manager. Principals contract agents to manage 
resources within the company. In other words, the 
principal provides facilities and funds for the 
company's operations. The agent is obliged to 
manage the resources owned by the company, 
besides that the agent is also obliged to account for 
the tasks assigned to him. While the principal has 
the obligation to provide compensation for the tasks 
that have been charged to the agent.  

Companies that separate management functions 
from ownership functions will be vulnerable to 
agency conflicts. The causes of conflict between 
managers and shareholders include making decisions 
related to fundraising activities and making 
decisions related to how the funds obtained are 
invested. Shareholders or owners who are assumed 
to be principals are only interested in increased 
financial results or their investment in the company. 

Human nature is when information produced by 
humans for other human beings is always questioned 
about their rentability and can be trusted whether or 
not the information delivered. The choice of 
conservatism method is inseparable from the 
interests of managers to optimize their interests at 
the expense of the interests of shareholders. 

 
Positive Accounting Theory  
Positive accounting theory sees that managers, 
shareholders and stakeholders are rational people, 
and they will try to maximize their abilities and this 
will be related to compensation and welfare. The 
nature of a manager will definitely improve his 
welfare. Positive accounting theory will predict poor 
manager performance that can be covered by an 
increase in profit. 

 
Conservatism Theory 
Conservatism arises because of the tendency of the 
management to report net assets at the lowest value. 
Current conservatism is more associated with 
caution. Conservatism is a careful reaction to the 
inherent uncertainty in the company to try to ensure 
that uncertainty and inherent risks in the business 
environment are sufficiently considered. Risk 
uncertainty must be reflected in financial statements 
so that predictive and neutral values can be 
corrected. Careful reporting will benefit all users of 
financial statements. 

If the company chooses one of the two existing 
accounting techniques, then an alternative that is less 
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profitable for shareholder equity must be chosen. 
The technique chosen is a technique that produces 
low asset and income values or that produces high 
debt value and costs. Consequently, if there are 
conditions that might cause losses, costs or debt, 
then the losses, costs, and debts must be recognized 
immediately. Conversely, if there is a condition that 
allows profit, income or assets, then profits, income 
or assets cannot be recognized immediately until the 
condition actually occurs. Conservatism is a 
pessimistic view of accounting. Conservative 
accounting means that accountants are pessimistic in 
the face of uncertainty in profit or loss by using the 
principle of slowing down revenue recognition, 
accelerating recognition of costs, lowering valuation 
of assets and raising debt valuations. 

 
Prudence Theory 
Another way to look at prudence is to simply record 
income or asset transactions when they are certain, 
and record transaction costs or liabilities when 
possible. Another aspect of the prudence concept is 
when company management tends to delay the 
introduction of income or asset transactions until 
company management feels confident about it. 
Meanwhile, company management will tend to 
record costs and liabilities as long as possible. In 
addition, company management will periodically 
check assets to see if the asset has decreased in 
value, and see whether the obligation has increased. 
In short, the tendency under the precautionary 
concept is not to recognize profits or at least delay 
their recognition until the underlying transaction is 
more certain.  

Prudence is usually done in terms of 
arrangements, for example, allowance for doubtful 
accounts or reserves for obsolete inventories. In both 
cases, certain items that will cause costs have not 
been identified, but wise people will record reserves 
in anticipation of a reasonable amount of costs that 
arise at some point in the future. 

Applicable accounting principles will combine 
the concept of prudence in many accounting 
standards, for example, requiring company 
management to write fixed assets when the fair 
value of the asset falls below its book value, but 
company management does not allow to write fixed 
assets when the opposite occurs. The International 
Financial Reporting Standard allows a revaluation of 
fixed assets and thus does not comply strictly with 
the concept of prudence. 

Prudence is the convergence of accounting 
conservatism or which means the principle of 
prudence in recognizing income or assets and 
expenses that can result in minimizing the profits 
generated by a company to reduce the risk of 
uncertainty in the future. With the implementation of 

prudence by management, it will generate relatively 
small profits which are also a positive signal to 
investors, which means that they have implemented 
prudence to reduce information asymmetry within 
the company. And this will make investors more 
confident with recognized profits not overstating. 

The relevance of information will give 
consideration and uncertainty to the measurement of 
an account compared to where the account is 
recognized first. Fair value is made based on the 
model of the value and uncertainty of future cash 
flows that must be recognized. The conclusion of the 
current IFRS example is that the conceptual 
framework requires an element of prudence when 
recognizing assets and liabilities not only to reflect 
measurement uncertainty. Prudence when 
recognition of assets and liabilities is more 
transparent than potential prudence at the time of 
measurement. 

In measuring historical costs, for some accounts, 
it will provide a level of prudence for profit 
recognition and asset valuation. Fair value requires 
an honest application of measurement techniques. 
Accounting standards should not inject prudence 
elements in assessment because they will tend to 
provide biased measurements. Accounting standards 
should only provide guidance, even though reality 
actually involves measurement. This will make 
financial reporting uncertain and, management 
opinion will be an error and not prudence.  

3 METHODOLOGY 

The researcher conducted a literature study to find 

out how conservative and prudence concepts are 

currently in several countries. The researcher 

examines and collects conclusions from several 

journals related to the concept of conservatism and 

the concept of prudence 

4 RESULT AND ANALYSIS 

Conservative accounting is an important principle 

that has long influenced financial statements. These 

past thirty years financial reporting has not only 

been conservative but has become increasingly 

conservative. Many benefits are obtained from 

conservative accounting reporting and proving that 

company managers get incentives to present 

financial reports in a conservative way even in the 

absence of rules or regulations that order 

conservative reporting. The concept of conservatism 
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reaps a variety of criticisms from standard compilers 

including academics. 

Hsieh, Ma, and Novoselov conducted research on 

accounting conservatism. Hsieh, Ma, and Novoselov 

want to see whether accounting conservatism can be 

explained in a rational way to ambiguity. Companies 

that face financial reports with greater ambiguity, 

the company is more conservative. Hsieh, Ma, and 

Novoselov in their research looked at companies of 

two types of strategies namely "prospector" and 

"Defender". Companies whose strategy models are 

"Defender" will focus on utilizing existing 

resources, and companies whose strategy models are 

"Prospector" will look for new business 

opportunities. The results of his research are that 

companies that face greater report ambiguity will be 

more conservative. (Hsieh, Ma and Novoselov, 

2018). 

Within the conceptual framework, the concept of 

prudence must be maintained. The French 

Accounting Standards Authority and the Australian 

Accounting Standards Board (AASB) do not agree 

with reintroduction. The concept of prudence in 

financial reporting is permitted, where it will be 

useful for the need to protect the interests of 

investors in financial reporting. And, this also 

applies internationally and European countries. 

According to Măciucă, Hlaciuc and Ursache that as 

long as company management does not use the 

concept of prudence to maintain income or hidden 

reserves, prudence and other concepts will create a 

strong foundation for financial reporting. Therefore, 

the concept of prudence will not conflict with the 

neutrality of financial statements. Prudence 

accounting behavior is the quality of accountants in 

understanding the details of the basic accounting 

principles relating to asset valuation and profit 

measurement. (Măciucă, Hlaciuc and Ursache, 

2015) 

Geimechi and Khodabakhshi conducted research 

on the Tehran Stock Exchange and considered the 

size of the company based on assets. The results of 

Geimechi and Khodabakhshi's research that there is 

no influence of company size on the concept of 

conservatism, discretionary accruals do not affect 

conservatism. the existence of the concept of 

conservatism is recommended in financial 

statements for the benefit of investors. (Geimechi 

and Khodabakhshi, 2015). 

Amanamah and Owusu conducted research on 

the Ghana Stock Exchange. Accountants in Ghana 

are of the view that measurement based on fair value 

is useful, especially with regard to financial 

reporting. There is no active capital market for the 

recognition of certain assets facing many problems 

during implementation. In Ghana, there is no need 

for proper, quality and skilled assessment. And, it is 

not necessary for the Supervisory Board to help 

assess certain assets. Ghana's capital markets are 

inefficient to support fair value measurements. This 

is due to the challenges for developing countries 

where capital markets are inefficient in terms of 

conducting prudence concepts that must apply fair 

value. Ghana Stock Exchange is an inactive capital 

market for certain assets, lack of professional 

judgment and regulators.(Amanamah and Owusu, 

2016). 

Bahadır, Demir, and Öncel conducted a study of 

90 companies listing on Turkey Stock Exchange. 

The application of IFRS is believed to be able to 

improve financial reporting by increasing the 

comparability, quality, and transparency of financial 

statements. However, the lack of guidance on IFRS 

implementation, inadequate sectors in adopting 

regulations and difficulties in applying the concept 

of fair value which is considered a major challenge 

for the implementation of IFRS in Turkey. (Bahadır, 

Demir and Öncel, 2016). 

Smart planning can provide benefits to 

companies that may already have global 

competitors. It is recommended that corporate 

entities in Nigeria must adapt to International 

Financial Reporting Standards rather than complete 

adoption of standards. (Okoye and Akenbor, 2014). 

The impact of harmonizing financial accounting 

standards (the application of IFRS, GAAP, and 

IAS), making the spread of fair value more 

widespread, means that the spread of the concept of 

prudence is also wider. The historical cost system, 

which is a conservative concept, is very popular in 

the European Union. The concept of prudence and 

fair value will make the capital market more 

transparent. But it has never been seen how this 

concept of prudence in developing countries (such as 

central and eastern Europe). For asset revaluation 

during financial ratio analysis, the ratio is not too 

sensitive to the application of the revaluation model 

but is very sensitive to the application of the fair 

value model. (Strouhal, 2015). 

5 CONCLUSION 

The concept of prudence will be able to help 

financial reporting so as not to give false optimism 

to users of information in the event of high 

uncertainty. The concept of prudence is only for 

general guidelines. In the end, use the best judgment 
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of company management in determining how and 

when to record accounting transactions. 

The concept used now is that Prudence is no 

longer conservatism. Conservatism is the concept if 

fortunately it must be acknowledged carefully, but if 

the loss is recognized immediately. But in the 

concept of prudence, income or profit is recognized 

if indeed the conditions have been fulfilled. For 

example in the Statement of Financial Accounting 

Standards, income, there are conditions when 

income can be recognized. When the terms of 

recognition of income have not been fulfilled, 

revenue cannot be recognized. 

The concept of prudence and fair value will 

make the capital market more transparent. But it has 

never been seen how this concept of prudence in 

developing countries. This makes the concept of 

conservatism still be used for developing countries, 

so applying the concept of prudence has difficulty. 

Meanwhile, developed countries, the concept of 

prudence is more acceptable because it will make 

the capital market more transparent. 
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Abstract: Corporate Social Responsibility is a corporate social responsibility to stakeholders where the company is 
part of the social environment. Corporate Social Responsibility must achieve balance or must be able to 
integrate from the start of environmental economics and social issues at the same time can provide and meet 
the expectations of shareholders and stakeholders. So, the company has a responsibility to the corporate 
environment. Most companies do only corporate social responsibility voluntarily. Contingency theory is a 
theory that adjusts leaders to the right conditions. Contingency theory argues that leader performance is 
determined from his understanding of the situation in which they lead. Managers sometimes lack 
understanding of the mindset rather than Corporate social responsibility. This study uses a literature study to 
see how CSR is viewed from contingency theory. From the analysis, it can be concluded that CSR with 
company performance occurs in differences of opinion. There are researchers who claim that the 
implementation of CSR is determined by industry partnerships, the role of government, and managerial 
incentives. The implementation of corporate social responsibility in the company must be freed from short-
term goals. Corporate social responsibility does not directly have an impact on improving financial 
performance. 

1 INTRODUCTION 

The phenomenon of Corporate Social Responsibility 
(CSR) is often a very phenomenon issue; among 
companies in Indonesia. In Indonesia corporate 
social responsibility is required by law. This is 
indicated by the issuance of the Limited Liability 
Company Law (UU PT) No. 40 Article 74 of 2007 
and entered into force on August 16, 2007. For 
companies that go public in Indonesia regulations 
regarding social and environmental responsibility 
are regulated by the Financial Services 
Authorization in OJK Regulation No. 29 / POJK.04 / 
2016 concerning annual reports Issuer or public 
company. Corporate Social Responsibility Practices 
in Indonesia only aim to fulfill the obligations of the 
OJK, impose sanctions, a portion of funds and 
business interests. The implementation of Corporate 
Social Responsibility should have meaning, the 
ongoing implementation, the value of the Corporate 
Social Responsibility, the goal of sustainable 

implementation rather than Corporate Social 
Responsibility. 

Companies in Indonesia only view Corporate 
Social Responsibility as a tool to obtain foreign 
funds that are not subject to taxes and other 
regulatory obligations. The company has many 
objections to the implementation of Corporate Social 
Responsibility because the implementation of 
Corporate Social Responsibility will impose 
company budgets. The implementation of Corporate 
Social Responsibility in the company is only limited 
to absurd statements or principles that will not be 
able to function to solve various social and business 
environment problems.  

Basically, Corporate Social Responsibility is an 
ongoing commitment from the company's business 
that acts ethically and contributes to the economic 
development of the local community or the wider 
community, along with improving the standard of 
living of the people around them. Corporate Social 
Responsibility must achieve balance or must be able 
to integrate from the start of environmental 
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economics and social issues at the same time can 
provide and meet the expectations of shareholders 
and stakeholders. 

In Indonesia, a business will be seen as 
implementing Corporate Social Responsibility only 
for companies engaged in mining or companies 
related to Natural Resources, while companies that 
do not manage Natural Resources but have an 
impact on Natural Resources will never be seen 
implementing Corporate Social Responsibility. 

Stakeholders always think of how management 
in the company is effective and must be able to 
understand and implement strategic and tactical 
decisions. The purpose of business is to create as 
much value as possible for stakeholders.  

The corporate environment is part of one of the 
desires of stakeholders for the survival of the 
company. The theory that can fulfill the desires of 
stakeholders for environmental purposes is a 
contingency theory. Where this theory will make the 
proposition between company activity and company 
structure will be formed from the constraints of the 
external environment. 

Good management oversight of certain activities 
and circumstances will be able to encourage the 
company to achieve and the company's desires in the 
future. Contingency theory can improve the 
performance of entities as well as company 
management. One contingency factor is the external 
environment. The external environment is a source 
of information and the need for information, where 
information is needed in the stock market to see 
whether the situation is stable or not. This 
information can be obtained indefinitely. One of the 
external environmental information is the corporate 
social responsibility. 

2 LITERATURE STUDY 

Stakeholders Theory 
This theory is about how management functions to 
satisfy the owners and people around the company. 
Company management seeks to combine 
performance improvement with increased 
stakeholder satisfaction. This theory puts forward 
the interests of stakeholders first compared to the 
interests of company management. 

According to Freeman, stakeholder theory can 
identify value as the main driver of the company, 
and also recognizes that the value must be shared 
with a group of stakeholders were not only 
shareholders and company managers but also actors 
in the community who might have an interest in the 
company's operations. (Theodoulidis et al., 2017). 

The company is part of several elements that 
make up society in the social system. This condition 
creates a reciprocal relationship between the 
company and the stakeholders. This means that the 
company must carry out its role in two directions, 
namely to meet the needs of the company itself and 
stakeholders. 

 
Contingency Theory  
Contingency theory is a theory of leader suitability 
which means adjusting the leader to the right 
conditions. This theory argues that leader 
performance is determined from his understanding 
of the situation in which they lead. In simple terms, 
contingency theory emphasizes leadership style and 
understanding the right situation by the leader. 

This theory can be used to answer questions 
about someone's leadership with various types of 
organizations. This theory can be used to predict 
someone who has worked well at one position in an 
organization will be equally effective when moved 
to a different position. This theory can provide 
changes in the good management of top 
management with lower management. 

According to Donaldson, contingency theory 
shows that the results of organizational effectiveness 
from the characteristics of the right organization will 
reflect the organizational situation. (McAdam, 
Miller and McSorley, 2016). The company seeks to 
improve performance by increasing conformity and 
harmony with the series that has been determined by 
contingency theory. Contingency theory will be very 
useful when there is a shortage of existing 
theoretical frameworks by emphasizing an approach 
based on suitable contingencies compared to what is 
best done to manage the company. 

 
Corporate Social Responsibility (CSR) 
Corporate Social Responsibility is a concept in a 
company where the company has responsibility to 
stakeholders (such as employees, consumers, 
producers, shareholders, a community and 
environment) in all company operations that cover 
economic, social and environmental aspects. This 
Corporate Social Responsibility has a very close 
relationship with sustainable development. 
Sustainable development in the perspective of 
corporate social responsibility must be in the form of 
short-term sustainability and long-term 
sustainability. 

The concept of Corporate Social Responsibility 
today is very popular, but uniformity has not been 
found in defining the concept of Corporate Social 
Responsibility. Corporate social responsibility is 
also often seen as a company's business commitment 
to sustainable development. To run the company's 
operations, based on the point of view of corporate 

UNICEES 2018 - 1st Unimed International Conference on Economics Education and Social Science

974



 

social responsibility, the company should not just 
look at it from an economic aspect, but also must 
look at the social and environmental aspects. For 
example, in gaining profits so that dividends can be 
distributed, companies must also see the impact of 
the emergence of these benefits and for stakeholders 
what can be obtained from these benefits. 

Corporate social responsibility can also be 
business behavior related to business ethics. So, 
companies must be responsible for the company's 
social environment. In practice, a company must be 
more motivated to do more corporate social 
responsibility than obligations under a regulation. 

There is a relevant relationship between 
Corporate social responsibility in the business and 
strategies naturally in the company's activities. 
Corporate social responsibility and company 
performance are considered the most important for 
generating wealth and improving company 
performancen. (Gallardo-Vázquez and Sanchez-
Hernandez, 2014). 

Although many companies have realized the 
importance of carrying out CSR, there are also those 
who object to implementing it. Even among those 
who agree that companies run CSR, there are still 
differences in interpreting the level of company 
involvement in carrying out CSR. In the end, the 
success of CSR and the scope of CSR programs that 
are carried out will be determined by the level of 
awareness of business people and other relevant 
stakeholders. 
 
Corporate Social Responsibility From the 
Viewpoint of Contingency Theory 

The implementation of Corporate Social 
Responsibility carried out by the company as a form 
of accountability and concern for the environment 
around the company. Many benefits obtained by the 
company with the implementation of Corporate 
Social Responsibility, among others, products are 
increasingly preferred by consumers and companies 
are attracted by investors.. 

Contingency theory says that there is no best 
method for managing a company. Management must 
be able to balance internal needs and adapt to 
environmental conditions. Management must be able 
to harmonize and balance internal needs with the 
environment. 

Most companies do corporate social 
responsibility only voluntarily. This mindset guide is 
the collection and interpretation of new information. 
Because mindset acts as an information filter, it is 
dynamic and continues to develop in response to 
new information. At this time new information 
appears and is not consistent with this mindset that 
will make the mindset change. The following in  
 

Figure 1 we can see the contingent framework 
according to Jiang et al. 
 
 
 
 
 
 
 
 
 
Figure 1: A contingent Framework of Political 
Ideology, CSR mindset and CSR Stategy 

 
Managers sometimes lack understanding of the 

mindset rather than Corporate social responsibility, 
so they do not consider Corporate social 
responsibility less. A manager's mindset can be in 
the form of the desire to maximize profits, or the 
manager is considered as the representative of the 
owner of the company or, more concerned with 
improving the manager's personal life. Corporate 
social responsibility often focuses on fulfilling 
employee rights, social justice, and environmental 
preservation. This is what makes the mindset of 
Corporate Social Responsibility for each manager 
different so that he is unable to understand the 
purpose of overall corporate social responsibility. 

3 METHODOLOGY 

The researcher conducted a literature study to find 
out how the implementation of corporate social 
resposibility is seen from the perspective of a 
contingency perspective. Researchers examine from 
several journals related to corporate social 
resposibility and contingency theory. The researcher 
wants to find out whether how corporate social 
resposibility is carried out by companies for the 
interests of stakeholders so that a contingency 
perspective is needed. 

4 RESULT AND ANALYSIS 

Contingency theory explains that the higher the fit 
between management control predictions and other 
contingent factors, the higher the level of 
achievement of entity performance or vice versa. 

The results of research on corporate social 
responsibility with the company's performance are 
very much and there are differences of opinion, there 
is research that there is a positive relationship 
between corporate social responsibility and company 
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performance. And there are also results of research 
saying that there is a negative relationship between 
corporate social responsibility and company 
performance. But there are also studies that say there 
is no relationship between corporate social 
responsibility and company performance.  

Corporate social responsibility has a positive 
relationship with company performance. (Wang et 
al., 2015). The benefits of corporate social 
responsibility will be greater in value than the costs 
incurred. The commitment of a company to 
implement Corporate Social Responsibility will 
increase economic value. 

Corporate social responsibility has a negative 
relationship with company performance. (Mallin, 
Farag and Ow-Yong, 2014; Chen, Feldmann and 
Tang, 2015). This is because the company believes 
that the social environmental costs are avoidable 
costs. 

Corporate social responsibility has no 
relationship with company performance. (Lu et al., 
2014). 

According to Jiang et al., (2015) that managerial 
decision making in terms of strategy Corporate 
social responsibility is influenced by political 
ideology. The manager's mindset will influence the 
strategy of Corporate social responsibility. The 
strength of the relationship between the mindset of 
Corporate social responsibility and the choice of 
strategy Corporate social responsibility is moderated 
by customer responses to Corporate social 
responsibility, industry competition, the role of 
government, and managerial incentives related to 
corporate social responsibility. (Jiang et al., 2018). 

In the economy in transition, manufacturing 
companies are encouraged to invest more in 
corporate social responsibility. According to the 
managers of a company that implements corporate 
social responsibility, it will create better customers 
and increase the value of a company. Xie (2017) 
stated that efforts to improve corporate social 
responsibility can improve customer satisfaction and 
recognition so that financial performance is better. 
(Xie et al., 2017). 

During the implementation of Corporate Social 
Responsibility, all parties in the company must be 
freed from short-term goals. Corporate social 
responsibility does not directly have an impact on 
improving financial performance.(Lu et al., 2018). 

The owner and top management of the company 
must consider the employee to be a tool to connect 
the success of Corporate social responsibility. 
Because, the company invests its money in 
Corporate Social Responsibility, and the company 

receives great benefits for the implementation of 
Corporate Social Responsibility.. (De Roeck and 
Maon, 2018). 

5 CONCLUSIONS 

Many company management, in allocating company 
resources to improve the performance of Corporate 
social responsibility. The resources owned and used 
by the company do not fully translate into 
productive efficiency and economic values. Every 
company that moves and operates competitively will 
present heterogeneity in terms of time availability. 
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Abstract: This study aims to determine the role of village and youth organizations in village financial management in 
villages in Deli Serdang District. the villages that were observed were Palumanan village, Kota Datar 
village, Lama village in Hamparan Perak sub-district and Sidodadi village, Kuala Namu village, Beringin 
village in Beringin sub-district. Data collection techniques used in this study were interviews, 
documentation, and questionnaires. The informants in this study were 36 people consisting of the village 
head, the chairman of the Village Consultative Body (BPD), the village secretary, the finance chief / 
treasurer, the planning director, and the LKMD. This study used a qualitative method with an interactive 
data analysis model. The results of this study indicate that village financial management in HamparanPerak 
sub-district and Beringin sub-district have fulfilled the principle of village financial management. The 
involvement of village communities in managing village finance is very high, where the community 
involved from planning, implementation until accountability. 

.

1 INTRODUCTION 

Good village financial management is needed by the 
resource that understands and is able to do 
technically and financial management rules. In fact 
there are still many village apparatus that do not 
have sufficient competence in village financial 
management so that activities often occur that are 
not in accordance with the stipulated budget. 
According to Indonesia Corruption Watch, a form of 
corruption by the village government, namely 
embezzlement, misuse of the budget, abuse of 
authority, illegal levies, budget mark-ups, fictitious 
reports, budget cuts, and bribery. From a number of 
forms of corruption, there are 5 points prone to 
corruption in the process of managing village funds, 
namely from the planning process, the accountability 
process, monitoring and evaluation, implementation, 
and procurement of goods and services in terms of 
distribution and management of village funds. The 
mode of corruption monitored by ICW, among 

others, drafted a budget above the market price, was 
responsible for financing physical buildings with 
village funds even though the project was sourced 
from other sources. Other methods temporarily 
borrowed village funds for personal use but were not 
returned, then collecting or deducting funds village 
by individual sub-district or district officials. There 
were 110 cases of misappropriation of village funds 
and village fund allocations throughout 2016-10 
August 2017, of the 110 cases, the perpetrators were 
mostly carried out by the village head, and of 139 
actors, 107 of them were village heads, besides, 
other corruptors were 30 village officials and the 
wife of the village head were 2 people, of the 110 
cases, the total loss of the country reached Rp 30 
billion.(ICW, 2017) 

The large number of Village Heads who became 
suspects indicated that many village heads did not 
carry out the duties of village heads as stipulated in 
the Village Law. Article 26 paragraph (4) of the Law 
states that the Village Head is obliged to implement 
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the principles of village governance that are 
accountable, transparent, professional, effective and 
efficient, clean, free from collusion, corruption and 
nepotism and must comply with the principles of 
village financial management namely transparency, 
accountable, participatory, orderly and budgetary 
discipline. (Mendagri, 2014) 

Many factors cause corruption in village funds, 
including the lack of involvement of the community 
in  planning and supervision of village funds. 
Community access to information on village fund 
management and active involvement in planning and 
management is practically limited. This community 
involvement is the most basic factor because 
villagers who know the needs of the village and 
directly witness how development is in the village, 
another factor is the limited competence of village 
heads and village officials. This limitation is 
particularly concerning the technical management of 
village funds, the procurement of goods and 
services, and the preparation of village financial 
accountability. Non optimal village institutions that 
directly or indirectly play an important role in 
community empowerment and village-level 
democracy, such as the Village Consultative Body 
(BPD) and others are also factors that cause 
misappropriation of village funds. Besides, it is 
equally important to note that political costs are high 
due to the competitive area of village head elections. 
Increased village budgets are accompanied by 
increasing interest in many parties to advance in 
village head elections without the agenda and 
commitment to build villages. Community 
participation to participate starts from budget 
planning, by providing inputs and guarding village 
funds by providing oversight of the implementation 
of development activities in the village very needed. 
Based on this description the researcher feels the 
need to know how social inclusion is in the 
management of village assets in Deli Serdang 
District, North Sumatra Province. 

2 THEORICAL FRAMEWORK 

Social inclusion can be defined, then because not 
only equal access to the overall social system, but 
also the process of full participation in various social 
domains, such as economics and culture. This 
process involves securing income, assets, and 
opportunities; use various social infrastructure; 
enjoy a sense of solidarity and self esteem 'and 
secure comprehensive and evenly distributed 
resources (McVilly, 2013, Shetty, 2011). According 
to Gannon and Nolan (2010), social inclusion is 
about 1) equal opportunity, 2) empowerment and 

active civil rights and requires these policies to 
support their capacity building, so that people with 
disabilities can fully participate and play a role in 
activities politics, economy, culture and society.Kim 
et al. (2017) identified four categories of social 
inclusion: 1) excluded / separated, 2) present, 3) 
participating, 4) actively participating. 

According to Mendagri (2014), village financial 
management is the whole of activities which include 
planning, implementation, administration, reporting, 
and accountability of village finance. The village 
government prepares village development planning 
in accordance with its authority by referring to 
district and city development planning. The village 
secretary and team drafted a Village Regulation on 
APBDes based on RKPDes which came from the 
inputs and aspirations of the community that had 
been agreed. The Village Regulation draft was 
submitted by the Village Head to the Badan 
Permusyawaratan Desa for further discussion. The 
agreed Village Budget was village head after being 
evaluated by the Regent or Camat. 

The implementation of village financial 
management is carried out with a number of rules 
that must be adhered to, including the village 
government is prohibited from leviing as village 
revenue other than those stipulated in village 
regulations. Treasurers can save money in the 
village cash in a certain amount according to the 
operational needs of the village government with a 
predetermined amount at a certain amount. Village 
expenditures that result in a burden on the Village 
Budget cannot be carried out before the Village 
Regulation Draft on the Village Budget is 
determined to be a Village Regulation. Procurement 
of activities that propose funding to carry out 
activities must be accompanied by documents 
including the Budget Plan, where the Budget Plan is 
verified by the Village Secretary and endorsed by 
The Village Head. The executor of the activity is 
responsible for expenditure actions that cause the 
burden of the activity budget by using the cash 
ledger activities as accountability for the 
implementation of village activities. The executor 
submits Surat Permintaan Pembayaran (SPP) to the 
Head of the Village. before goods and or services 
are received. Submission of SPP consists of Surat 
Permintaan Pembayaran (SPP), Statement of 
expenditure responsibility; and attachment of 
evidence. Based on the SPP verified by the Village 
Secretary, the Village Head agrees to the payment 
request and the treasurer makes a payment. The 
village treasurer as a mandatory levy on income tax 
(PPh) and other taxes, must deposit all receipts and 
taxes collected at the State treasury account in 
accordance with legislation. 

Social Inclusion in Village Financial Management in Deli Serdang District

979



 

Administration is a recording activity that is 
specifically carried out by the village treasurer. 
Accountability reports are submitted every month to 
the Village Chief and no later than the 10th of the 
following month. According to Mendagri (2014) the 
accountability report that must be made by the 
village treasurer is a general cash book and bank 
book. 

According to Mendagri (2014) in carrying out 
duties, authority, rights and obligations, the village 
head is obliged to submit the realization report of the 
APBDesa to the Regent / Mayor in the form of the 
first semester report, the APBDes to the Regent / 
Mayor in the form of the first semester report, the 
APBDes realization report. submit a year-end 
semester report no later than the end of January of 
the following year. Submit a Laporan 
Penyelenggaraan Pemerintahan Desa (LPPD) at the 
end of each fiscal year to the Regent / Mayor. 
Submit a Laporan Penyelenggaraan Pemerintahan 
Desa at the end of the term to the Regent / Mayor 
and submit a statement of government 
administration village in writing to the BPD at the 
end of the fiscal year. 

According to Permendagri No. 113 of 2014 the 
responsibility that must be taken by the village head 
consists of the village head submitting the 
accountability report for the realization of the 
APBDes to the Regent / Mayor through the 
subdistrict head at the end of the fiscal year. the 
responsibility for implementing the APBDes as 
referred to above is conveyed no later than 1 (one) 
month after the end of the fiscal year. The village 
head submits the accountability report for the 
realization of the APBDes to the Regent / Mayor 
through the camat at the end of the fiscal year. 
shopping, and financing. 

The principles of Laporan Penyelenggaraan 
Pemerintahan Desa as stated in Permendagri 
Number 113 of 2014 are transparent, accountable, 
participatory and carried out in an orderly and 
budgetary discipline. Transparent is a principle of 
openness that allows the public to know and get 
access to information as widely as possible about 
village finance. A community that is open to the 
right of the community to obtain correct, honest and 
non-discriminatory information about the 
administration of village governance while taking 
into account legislative provisions .Accountable, 
namely the realization of the obligation to account 
for the management and control of resources and the 
implementation of the entrusted policies in the 
context of achieving the stated objectives. 
Accountable determines that each activity and final 
outcome of the activities of the village 
administration must be accountable to the village 
community in accordance with statutory provisions 

Participatory, namely the administration of village 
government that includes village institutions and 
elements of the village community. Security and 
budgetary discipline, namely village financial 
management must refer to the underlying rules or 
guidelines. 

Researches related to the management of village 
finance have been carried out by Lestari et al. (2014) 
with the title Dissecting Accountability in the 
Practice of Financial Management in Pakraman 
Kubutambahan Village, Kubutambahan District, 
Buleleng Regency, Bali Province. The results of this 
study indicate that the process of managing and 
financial accountability in Desa Pakraman 
Kubutambahan does not involve the entire Desa 
Krama Pakraman but only through representatives, 
financial management accountability takes place 
consistently every month using a simple accounting 
system.          Furthermore, MADEA et al. (2017) 
conducted a study entitled The Role of Village 
Heads in the Management of Village Funds in 
Essang Selatan Subdistrict, Talaud Islands Regency. 
The results showed that planning in village finance 
had not implemented the concept of village 
development involving participation, 
responsiveness, transparency 

Research was also conducted by Adi (2013) with 
the title Implementasi Pengelolaan Dan 
Penatausahaan Keuangan Desa Berdasarkan Perda 
No 16 Tahun 2007 Tentang Keuangan Desa Di desa 
Mulawarman Kecamatan Tenggarong Seberang 
Kabupaten Kutai Kartanegara. The results showed 
that the management and administration of village 
finance in Desa Mulawarman was in accordance 
with regulations applicable. Similar research was 
also conducted  by Indrianasari (2017) with the title  
Role of Village Devices in Village Financial 
Management Accountability (Study in Karangsari 
Village, Sukodono District). The results of the study 
show that village officials have a significant role in 
managing village finance in accordance with 
Permendagri No. 113 of 2014. The problem of this 
research is how is social inclusion in village 
financial management in Deli Serdang Regency. 

3 RESEARCH METHOD 

This research is a qualitative descriptive study 
through a phenomenological approach. 
Phenomenology studies are studies that specialize in 
phenomena and realities that appear to examine the 
explanations therein. Research is carried out in 
villages in Deli Serdang Regency, North Sumatra 
Province. There are 6 villages chosen as data 
collection, namely Desa Palumanan, Desa Lama, 
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Desa Kota Datar located in Hamparan Perak Sub-
district, and Desa Beringin, Desa Kualanamau, Desa 
Sidodadi located in Beringin Sub-district  

Data was collected by conducting in-depth 
interviews and observations. Informants in this study 
were the village head, village secretary, head of 
financial affairs / treasurer, head of planning affairs, 
LKMD, and Badan Permusyawaratan Desa (BPD). 

The variables used in this study were village 
financial management and social inclusion. 
Variables of village financial management were 
measured using the principle of village management 
based on Permendagri No. 113 which consists of 
transparency, accountability, participation, order and 
budget discipline. Social inclusion variables are 
measured by 1) equal opportunity, 2) empowerment 
and active civil rights. (Gannon and Nolan, 2010) 

4 ANALYSIS 

This research is about social inclusion in village 
financial management. Village financial 
management starts from planning, budgeting, 
administration, reporting and accountability. 
Discussion is based on the principle of village 
financial management which consists of 
participation, transparency, accountability and 
budget discipline. The results of interviews 
conducted with village heads and village officials as 
well as Badan Permusyawaratan Desa are as 
follows: 
 
Planning 
Since the inauguration of the village head is required 
to make RPJMDes that is in line with the vision of 
the village head and does not conflict with the 
Regional RPJM. The village head who became the 
informant in this study in Hamparan Perak Sub-
district was the head of Desa Palumanan, Desa Lama 
and Desa Kota Datar, while the Beringin Sub-district 
is the head of Desa Beringin, Sidodadi and Kuala 
Namu. The village head of Palumanan served as 
village head for the third period, Desa lama head 
held office for the second periode, with the vision of 
establishing a religious village togetherness, the 
head of the Desa Palumanan and Desa Lama head 
long inaugurated in May 2016. Desa Kota Datar 
heads served a term in the first period, was installed 
in August 2017, while the head of the Desa Beringin 
was appointed in May 2016 for the 1st period with a 
vision to advance the development of rural 
communities to fulfill the economy of the village 
community. 

Village development planning during the tenure 
of the village head, which is for 6 (six) years, is 
outlined in Rencana Pembangunan Jangka 
Menengah Desa (RPJMDes). RPJMDes is prepared 
by first exploring the village's potential. Village 
potential is carried out by data collection in each 
hamlet, the hamlet head conducts community 
meetings on what is the priority scale of the hamlet 
which is a necessity of the village community, who 
will later be taken to village meetings in determining 
RPJMDes. 

In Desa Palumanan, one of the potential villages 
that they explore is the number of teenagers who 
love playing soccer. The number of teenagers in the 
village must be given positive activities so that 
teenagers do not do things that can damage the 
younger generation. Responding to this the 
community feels the need to create a soccer field. 
Besides making the Desa Palumanan soccer field 
also see the need to build a bridge from Desa 
Palumanan to Desa Kota Rantang, where the 
distance of the two villages is 10 Km, if a bridge is 
built it can be traveled only 3 Km. building 
infrastructure by building hamlet roads, besides 
building hamlet roads, Desa Palumanan also builds 
roads that connect between Desa Palumanan, Desa 
Kota Rantang, Desa Telaga 7 and Desa Kota 
Rantang, where to connect these villages to transport 
crops using canoes as a tool transportation, with the 
construction of connecting roads between villages 
can be traveled more quickly and easily. Another 
priority for Desa Palumanan is economic 
development by empowering women by stimulating 
small businesses. Desa Palumanan also plans to 
build BUMDes. 

In Desa Kota Datar the potential village that has 
been agreed upon is to build infrastructure by 
repairing damaged roads and building hamlet roads. 
Building irrigation to advance agriculture. After 
exploring the village's potential, the Desa Lama 
made an agreement to build infrastructure with the 
construction of hamlet roads, empowering the 
community to develop the village economy, by 
making BUMDes by trying to process garbage into 
charcoal, storing agricultural products and providing 
clean water. In Desa Beringin, the potential of the 
village is UKM, more than 200 SMEs have been 
established in Desa Beringin, besides the agricultural 
sector is also a potential village, so it is necessary to 
build irrigation. 

After determining the village potential that will 
become a priority, the next step is to develop the 
RPJMDes. The preparation of RPJMDes was first 
formed by a team consisting of village secretaries as 
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heads, village officials, LKMD, BPD. The team will 
later compile the RPJMDes from community input 
through the hamlet head. After the RPJMDes was 
completed, it was then discussed again by inviting 
community leaders, BPD, PKK, youth organizations, 
religious leaders, traditional leaders. Based on this 
discussion, the RPJMDes agreed that it would be 
implemented for 6 years and this RPJMDes was 
stipulated by the Village Head's regulation. The 
RPJMDes prepared is infrastructure development 
such as the construction of hamlet roads, irrigation, 
bridges, soccer fields, the establishment of 
BUMDes, community empowerment etc. 

Based on the RPJMDes set by the village head, a 
Village Development work plan (RKPDes) is made 
for each year based on the priority scale. The way to 
implement the RKP is not much different from the 
preparation of the RPJMDes. The village head 
establishes communication with the hamlet head 
who is dealing directly with the community to find 
out what the community needs in the hamlet. The 
priority scale is obtained from hamlet meetings 
which are then taken to the village level. From the 
results of the deliberations it was determined which 
were the most priority because the funds were 
limited. The preparation of the RKPDes was first 
formed by 7 drafting teams. The RKPDes is chaired 
by the village secretary and its members are 
financial officers, planning staff, LKMD and the 
community. After the RKPDes has been compiled, a 
village meeting is held attended by community 
leaders, based on RKPDes deliberation. 
 
Budgeting 
After RKPDes is established, the village income and 
expenditure budget is prepared (APBDes). RKPDes 
must already contain Rencana Anggaran Belanja 
(RAB), where the RAB is prepared by the expert 
Team considering that the competence of human 
resources in the village apparatus is still low. Desa 
Palumanan ,Desa Kota Datar, Desa Lama, Desa 
Sidodadi, Desa Kualanamu and village have the 
intention of compiling the APBDes in accordance 
with the established RKPDes. RKPDes and the 
APBDes have been informed to the village 
community through the hamlet head, through 
courtesy, and a written announcement is also made 
using billboards installed at the village head's office. 
All villages in Hamparan Perak Sub-district and 
Beringin Sub-district have village cash stored at the 
Sumut Bank. Every village expenditure is carried 
out through the village treasurer approved by the 
village head. Cash allowed in the village office cash 
is not more than Rp. 5,000,000, 

 
Administration 
The recording of village financial receipts and 
expenditures is carried out by financial means and 
the treasurer coordinates with the village secretary. 
Villages in Hamparan Perak Sub-district and 
Beringin Sub-district have used the Sistem 
Keuangan Desa (SIKEUDES), besides, they also 
still use manual recording. From interviews with 
financial statements and village secretaries, they are 
still more comfortable using manual recording, this 
is due to the use of SISKEUDES is the first in this 
peride. Constraints faced are information generated 
from the system is not synchronized with manual 
recording, the application used is also always an 
error, thus slowing down report generation. Another 
obstacle faced is that human resources in the village 
are still not very good at using a computerized 
financial system. Human Resources related to the 
recording of village finances expect training to use 
the SISKEUDES application on a regular basis, so 
that they can still follow every change. 
 
Reporting 
The village head is obliged to report on his activities 
by providing a report on the realization of the budget 
and the village financial position report at each 
stage, before disbursement and the next stage. The 
obstacle that is often faced by villages is the 
provision that funds can be disbursed for the next 
stage if other villages have submitted their financial 
statements. This will hamper the disbursement of 
funds for villages that have submitted their financial 
reports in a timely manner, as a result sometimes the 
next stage of funds is disbursed late and ultimately 
do not have enough time to work on planned 
programs, especially for infrastructure development 
work and consequently not absorbing all budget for 
the year. Villages in Hamparan Perak Sub-district 
and Beringin Sub-district always report financial 
reports in a timely manner. The financial report must 
be submitted no later than January 16 of the 
following year. 

Village financial management starting from 
planning, budgeting, administration, reporting and 
accountability is inseparable from the role of Badan 
Permusyawaratan Desa (BPD). BPD has the role of 
overseeing the initial planning, execution in the field 
until the work is completed. The escorts carried out 
by the BPD include looking at the level of 
conformity between the funds allocated to what was 
built in the activity. 
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5 RESULTS 

This study discusses social inclusion in village 
financial management. The discussion of social 
inclusion is based on Gannon and Nolan (2010) and 
the village financial management variable is based 
on the principle of village finance according to 
Permendagri No. 113 of 2104. 

Village Financial Management Principles must 
comply with Permendagri No. 113 of 2014. 
Furthermore, discussions on village financial 
management in Desa Palumanan, Desa Kota Datar, 
Desa Lama in Hamparan Perak  Sub-district and 
Desa Sidodadi, Desa Kuala Namu, Desa Beringin in 
Beringin Sub-district in this study refer to the 
principle of village financial management. 
 
1. Participatory 
Organizing village government that includes village 
institutions and elements of the village community. 

In Desa Palumanan, Desa Kota Baru, Desa Lama 
in Hamparan Perak Sub-district and Desa Sidodadi, 
Desa Kuala Namu, Desa Beringin in the Beringin 
Sub-district participates in village institutions and 
community elements in managing village finances. 
Community participation in village financial 
management began with planning, where the 
preparation of the RPJMDes was based on the 
proposals of community money brought by hamlet 
heads to the village level. At the hamlet level, the 
hamlet head held a hamlet discussion to 
accommodate the aspirations and ideas of the 
community to propose a work program that would 
be included in the RPJMDes. Determination of the 
program that will be proposed to the village level is 
first carried out an assessment of the potential in the 
village. After the work program was agreed to be 
proposed, it was taken to village level deliberations, 
which were attended by village heads, village 
officials, hamlet heads, BPD, LKMD, youth 
organizations, PKK, community leaders, traditional 
leaders. Based on village level deliberations, work 
programs are determined to be included in the 
RPJMDes for 6 years. 

Likewise for the preparation of Rencana Kerja 
Pembangunan Desa (RKPDes) for a period of 1 
year. What hamlet level meetings are held to be the 
priority scale needed by the community included in 
the annual work program. Once agreed upon it will 
be brought to the village level deliberations to 
determine the priority scale that will be included in 
the village work program in a year, this is done 
based on an agreement taking into account the needs 
and availability of the budget. 

If seen from the mechanism carried out starting 
from the preparation of RPJMDes and RKPDes, it 
seems that the community is involved in determining 
the work program of the village head. The ideas of 
the community are accommodated, if they cannot 
enter the work program this year, it will become a 
priority next year. Sometimes the program proposals 
that come from the community have not been 
contained in the RPJMDes, to address this if the 
proposed work program is urgent, then based on the 
village head discussion, the RPJMDes changes and 
prepares the official reports. 

 
2. Transparent 
Transparent is the principle of openness that allows 
the public to know and get access to information as 
widely as possible about village finance. A 
community that opens itself to the right of the 
community to obtain correct, honest and non-
discriminatory information about the administration 
of village governance while taking into account 
legislative provisions . 

In Hamparan Perak Sub-district and Beringin 
Sub-District, village financial management has met 
the principle of transparency. The village head 
provides sufficient information to the community 
about the development work plan that will be carried 
out. After the RKPDes and APBDes are determined 
the village head informs the community about this as 
well as the realization of the budget or budget 
absorbed each year, information directly from the 
village head or through the hamlet head. This 
information is usually conveyed to journalists in the 
hamlet or even to large courtesies, this can be done 
because the majority of the population in these 
villages is Muslim. Besides through circumcision, 
information about the RKPDes, APBDes was also 
carried out by installing billboards at the village 
head's office. 

Based on the information obtained from 
interviews and observations that the researchers did, 
the researcher argues that village financial 
management in Hamparan Perak Sub-district and 
Beringin sub-district is in accordance with the 
principle of transparency. 

 
3. Accountable. 
The realization of the obligation to account for the 
management and control of resources and the 
implementation of the entrusted policies in the 
context of achieving the stated objectives. 
Accountable which determines that every activity 
and final outcome of the activities of the village 
administration must be accountable to the village 
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community in accordance with the provisions of 
legislation. 

Village heads in Hamparan Perak Sub-district 
and Beringin Sub-district have been responsible for 
managing village finances well. It can be seen how 
the village head informs the public of the absorbed 
budget each year transparently, this is a 
manifestation of the village head's responsibility to 
the community. The government is reflected in the 
timely delivery of financial reports submitted to the 
district government. The village financial reports 
submitted are reports on the realization of the budget 
and village wealth reports. 

 
4. Budget Discipline 
Village financial management must refer to the 
underlying rules or guidelines. There are several 
rules that must be followed in order to reduce the 
budget, namely: 

a. Income must be measured rationally, 
b. Budgeted spending should not exceed the 

highest expenditure, 
c. Every expenditure must have certainty of the 

availability of revenue. not justified in carrying out 
activities that are not budgeted for in the Village 
Budget. 

d. All regional revenues and expenditures in the 
relevant fiscal year must be included in the Village 
Budget and carried out through the village cash 
account. 

In Desa Palumanan, Desa Kota Datar, Desa 
Lama , Desa Sidodadi, Desa Kuala Namu and Desa 
Beringin, they have implemented budgetary rules. 
This can be seen when compiling the APBDes has 
included all the elements of revenue obtained in that 
year, both from village funds which are transfers 
from the APBN, village fund allocation from the 
district government, tax revenue and village 
distribution and others all included into the Village 
Budget. Determination of the amount of expenditure 
has also been well observed so that it does not 
exceed the highest expenditure limit, to prepare 
Rencana Anggaran Belanja (RAB) made by the 
technical team. The implementation of the activities 
is also in accordance with the APBDes, meaning that 
there are no budgeted activities. All villages in the 
Hamparan Perak Sub-district and Beringin Sub-
district already have village cash accounts at Bank 
Sumut, so that all receipts and expenditures are 
through village cash accounts based on village head 
authorization . Based on observations and interviews 
that have been conducted, the researcher believes 
that village financial management in Hamparan 
Perak Sub-district and Beringin Sub-district has a 

strong relationship with the principle of village 
financial management. 

 
Social Inclusion 
Social inclusion in this study uses a measure used by 
Gannon and Nolan (2010), namely 1) equal 
opportunity, 2) empowerment and active civil rights. 
Village financial management in the Hamparan 
Perak Sub-district and Beringin Sub-district has 
involved the community extensively starting from 
planning, implementation to accountability. The 
community is given the same opportunity to convey 
aspirations in the form of ideas / proposals for work 
programs starting from the hamlet level to 
deliberations at the village level. The 
implementation of the activity also continued to be 
monitored whether the implementation was in 
accordance with the plan, in this case the task of 
escorting village financial management was the 
Badan Permusyawaratan Desa (BPD), which was a 
representative of the village community. All village 
communities have the right to argue and also have 
the right to obtain benefits of village financial 
management 

6 CONCLUSIONS 

Based on the results of the research, the conclusion 
of this study is that village financial management in 
Hamparan Perak Sub-district and Beringin Sub-
District is in accordance with the principles of 
village financial management, namely participatory, 
transparent, accountable and budgetary discipline. 
The involvement of village communities in 
managing village finance is very high, where the 
community involved from planning, implementation 
to accountability, but Human Resources 
competencies in the field of village financial 
application by using SISKEUDES still need 
guidance. For the next researchers it is 
recommended to research in different locations and 
more villages. 
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Abstract: This study aims to determine the comparison between the result of the implementation proposal of 
Activity Based Costing (ABC) system on the Loans Department at PT. BPR Cincin Permata 
Andalas and the proposed implementation of the ABC system with traditional cost allocation 
system that has been used so far. The research method used is single case study with a single unit 
analysis by collecting data through observation, documentation, and interviews. The result of the 
proposed implementation of ABC system can be utilized by PT. BPR Cincin Permata Andalas as 
recommendation to arrange the next strategy. Results from this research shows the different 
calculation of overhead costs with traditional cost method and ABC. ABC system describes cost 
information reliable for calculating the cost of each customer better.

1 INTRODUCTION 

The soaring competition leads companies engaged in 
manufacturing, trading and service industries to be 
extra careful in managing strategies that can enhance 
their competitive advantage in order to continue to 
sustain the competition. The level of competition is 
due to the ease in getting information and rapid 
technological developments, so that the opportunity 
to conduct business activities becomes more open. 
Competitive advantages cannot be maintained with 
just the current market share position or resources 
(Marvianti, 2013). However, companies must be able 
to make innovations that will later impact the 
company's profitability and increase competitive 
advantage.  

The rapid change in the business environment is 
not only influenced by economic conditions but also 
influenced by customers. The increasing number of 
competitors makes it easier for customers to freely 
determine which products and services to choose and 
thus encouraged companies to set strategies in order 
to established good relationships with customers.  

The financial services industry plays an important 
role in the development and economic growth of a 
country, particularly in the banking industry. PT. 
BPR Cincin Permata Andalas is one of the banks that 

actively contributes to economic growth in Indonesia, 
specifically in West Sumatra. PT. BPR Cincin 
Permata Andalas contributes by channeling funds in 
the form of loans to local and small business. The 
provision of credit is based on the prudence principle 
because it contains some substantial potential risk 
which can affect the bank’s performance. Therefore 
PT. BPR Cincin Permata Andalas must be able to 
process, analyze, and assess every credit application 
to determine that the application is safe, effective and 
healthy. Hence, PT BPR Cincin Permata needs a cost 
information from each credit analysis process to get a 
decent and profitable customer. Raaij (2005) 
explained that this cost information will be useful in 
managerial decision making and be as reference for 
companies in choosing their strategies to increase 
their profitability. Using Activity Based Costing 
system is considered capable of tracing the costs 
arising from each activity influenced by the customer 
and assigns costs accurately to each customer. The 
results of the ABC system are expected to be able to 
provide information to differentiate high-cost 
customers and low cost customers so that further 
strategic decisions can be measured.  

This research was conducted in the credit 
department in PT. BPR Cincin Permata Andalas by 
considering the fact that the most important income is 
credit interest income. Furthermore, this research is 
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expected to be able to provide more accurate cost 
information on the calculation of credit application 
fees with ABC compared with traditional cost system. 

 

2 THEORICAL FRAMEWORK 

Hansen and Mowen (2015) define costs as cash or 
cash equivalents sacrificed to obtain goods or services 
that are expected to provide benefits now and in the 
future for the company. Horngren, et al., (2013) 
argues that costs are sacrifices or resources used for 
specific purposes. Different cost for different 
purposes, which means that each cost classification 
has different objective in the decision making 
(Horngren, et al., 2012). Horngren, et al., (2012) 
classified costs into two; direct costs, which is the 
cost that directly related to cost objects and its 
economic value can be easily calculated and indirect 
costs, which is the cost that associated with product 
costs but its economic value can not be traced easily. 

If the procedure for assigning the costs is wrong, 
this will lead to a wrong decision taken by 
management. Tracing coss into cost objects is divided 
into two methods (Hansen and Mowen, 2015), the 
direct tracing and driver tracing method. Direct 
tracing can be perform by identifying costs that 
specifically related directly to the cost object and thus 
charged directly into the cost object. Driver tracing is 
a method of allocating or charging costs by paying 
attention to the causal relationship between the cost 
and the cost object. Indirect costs are costs that cannot 
be traced directly so that it requires a method called 
cost allocation. Allocation is usually based on 
assumptions or policies set by management. 
Horngren, et al., (2012) explains that there are four 
reasons of why the costs allocation is very important. 
It is to predict the impact of business decisions, used 
as a tool to shape the motivation desired by functional 
managers, to calculate income and assess the cost of 
assets, and to calculate costs or justifications in 
spending. Generally there are three cost allocation 
systems, which are the direct costing, traditional 
costing, and Activity Based Costing (ABC) systems  

Traditional costing system focus on production. 
costs. This system is also known as volume based 
costing because the overhead is charged based on 
volume of the cost drivers (Cooper and Kaplan, 
1999). In its development, traditional costing is 
deemed unable to produce reliable information so 
Cooper and Kaplan (1999) developed an allocation 
method based on activities called Activity Based 
Costing (ABC). Blocher and David Stout (2012) 
explain that ABC system is a cost allocation system 
that allocated costs to its cost objects based on the 

activities carried out for these cost objects, Stout and 
Propri (2011) mentioned that if ABC implementation 
is done correctly, it will be able to provide accurate 
information about costs to management regarding 
product costs so that the information can be used as a 
basis for decision making for strategies such as the 
process of repairing, pricing, and managing customer 
relationships. 

Blocher, Stout, and Cokins, 2012 stated that to 
gain full closure on the flow of the ABC system , one 
must understand about activity, resource, driver cost, 
resource cost driver, and activity cost driver. ABC 
described a causal relationship between resource, 
activity and cost object. In conclusion, the assignment 
of costs according to ABC is done through two stages, 
namely assigning overhead costs to activities and 
assigning activities to the cost object using two cost 
drivers; the resource cost driver and activity cost 
driver (Blocher, Stout, and Cokins, 2010; Cooper and 
Kaplan, 1999). 

In practice, it is difficult to apply the ABC system 
to companies and allocate the overhead costs 
compared to traditional method. ABC requires 
companies to identify significant activities in their 
business process. However, the allocation of costs 
with ABC is considered sufficient enough to provide 
more accurate information on the overhead cost of the 
company. 

The benefits of the ABC system are 1) ABC is 
useful to determine the cost of the product more 
accurately. 2) ABC system is very useful for company 
management to conduct profitability analysis more 
accurately, both in profitability analysis of products, 
customers, processes and departments. 3) ABC can be 
used as an inventory valuation measure. 4) 
Appropriate and effective implementation of the 
ABC system can help companies to manage their 
activities better, to eliminate activities that do not 
provide value and improve the quality of the 
company's internal processes consistently. 

The weakness of the ABC system is 1) The 
application of the ABC system requires the support of 
human resources and adequate information 
technology and a long time to socialize to all parts of 
the company. 2) Identification of causal relationships 
between company operating activities and production 
costs requires careful and adequate steps. Mistakes 
that occur in determining the trigger of activity will 
bring distorted cost information to management and 
could cause serious damage. Cooper and Kaplan,  
(1999) in his research explained how ABC can be 
used to improve performance in insurance companies. 
The application of ABC can be used in various 
service industries such as banks, medical service 
industries and government departments.  
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3 RESEARCH METHOD 

This research is categorized as qualitative research. 
Moleong (2015) explained qualitative research aimed 
to understand the phenomenon of a research object so 
that efforts can be determined to improve and analyze 
the phenomenon. The method of data collection in 
this study was conducted in 3 methods. First is the 
observation by visiting the object of research directly; 
Second is the documentation in the form of annual 
reports, along with other data related to research; and 
the third is conducting interviews with the director, 
head of credit and 2 account officers. This research is 
a single case study with a single unit of analysis and 
it focused only on one research object. A single case 
study brings a role to the research used in current 

management and can provide knowledge valid 
because this study focuses on one object. The object 
of this research is PT. BPR Cincin Permata Andalas 
where its specialty lies on providing loans to its 
customer. 

4 ANALYSIS 

4.1 Allocation Policy Cost at PT. BPR Cincin 
Permata Andalas 

Based on interviews conducted with PT. BPR Cincin 
Permata Andalas, the calculation of overhead costs 
for processing a loan is done in a simple way, namely 
by dividing the overhead costs by the amount of the 
ceiling loan that has been given

Table 1: Cost Allocation at PT. BPR Cincin Permata Andalas on December 31, 2017 (in Rupiah) 

 
4.2 Development of Activity based Costing at 

PT. BPR Cincin Permata Andalas 
 

To develop a loan calculation using the ABC system, 
the steps are as follows: 
1. Determine all activities of the lending process 

There are 14 activities includes: marketing; 
customer data collection and file administration, 
customer interviews, BI Checking, Making loan 
portfolio, surveys, reviews of loan portfolio, 
loan approvals, scheduling agreements, 
agreements and loan realization, 
documentation, supervision and loan 
monitoring, making supervision reports, and 
handling non-performing loans. 

2. Determine resource costs 
After determining the activities related to 
lending, the next step is identifying the amount 
of resource costs to process a loan application. 
To determine the amount of resource cost, this 
research has been traced the resources through 
observation, documents, and interviews. There 
are 5 overhead costs that have been traced, i.e. 
payroll expense, education and training 
expense, rent expense, maintenance expense, 
and fuel expenses  

3. Assign resource costs to activities 
4. Identify activity drivers and assign activity costs 

on cost objects 

This is the last step in the development of ABC 
in order to search the activity costs to object 
costs so as it is grouped into one cost pool. The 
cost pool results at PT. BPR Cincin Permata 
Andalas are batch level, unit level, and facility 
level 

There are 11 cost pools that are used to trace costs 
into the cost object. The calculation of the total 
activity costs found in each cost pool, then these costs 
are allocated to each customer segment. The 
following is summary table of the cost pool at PT. 
BPR Cincin Permata Andalas.  

Table 2: Cost pool of the loan process PT. BPR 
CincinPermataAndalas (in Rupiah) 

No Rated aspect Category 

1 Number of visits to customers 93.680.163 

2 Number of customers served 62.757.395 

3 Number of customer NPWP 12.657.004 

4 Number of loan portfolio made 25.256.057 

5 Number of reviews conducted 87.099.074 

6 The amount of analysis carried out 73.036.989 

7 Loan agreement 186.509.619 

8 Number of documents recorded 74.362.979 

Customer 
Segmentation 

Working capital 
Loan 

Investment 
Loan

Consumption 
Loan

Total 

Number of plafond 38.779.000.000 12.146.000.000 5.280.834.000 56.205.834.000 
Overhead Cost 618.869.272 193.836.514 84.276.178 896.981.964 
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9 Number of monitoring conducted 170.551.102 

10 Number of reports made 23.188.652 

11 Number of actions taken 87.882.930 

 Total 896.981.965 

Source: PT BPR Cincin Permata Andalas which has 
been processed 

4.3 Comparison ABC with Traditional Costing 
 

From the table, the allocation for each customer 
segment is determined, so the results can be compared 
to the calculations made by management. 

Table 3: Comparison of Overhead Cost Allocation of the Process of Giving Loan in PT. BPR Cincin Permata Andalas (in 
Rupiah) 

Cost 
allocation 

Working 
capital Loan 

Investment 
Loan 

Consumption 
Loan 

Total 

Traditional 618.869.272 193.836.514 84.276.178 896.981.964 

ABC 636.538.463 171.453.668 88.989.833 896.981.964 

Difference (17.669.191) 22.382.847 (4.713.655)  

Information Undercosted Overcosted Undercosted  

 
By comparing the overhead costs made on 

management calculations and calculations according 
to the ABC system, can be seen that the allocation of 
costs used by PT. BPR Cincin Permata Andalas all 
this time is not quite right. This affects the profit of 
each segment of loan customers at PT. BPR Cincin 
Permata Andalas. They can also find out that the 
allocation of costs using the ABC system provides 
information on which customers are high cost to serve 
and which customers who are in the low cost to serve.  

The working capital loan customers experienced 
a considerable undercosted amounting to Rp. 
17,669,191 from management calculations. Working 
capital loan customers are customers who are in high 
cost to serve, because it requires a greater activity cost 
to process a loan application.  

The investment is overcosted quite large, which is 
Rp. 22,382,847 from management calculations, 
which is why it is necessary to maximize the loan for 
investment loan customers.  

Consumption loan customers have undercosted 
not too large because this customer segment is the 
smallest customer segment of PT. BPR Cincin 
Permata Andalas. However, consumption loan should 
also be maximized because they have the potential to 
provide greater profits.  

Based on the activity of the lending process of PT. 
BPR Cincin Permata Andalas which was developed 
through the ABC system, it can be concluded that the 
activities carried out mainly in the field are activities 
that generate considerable costs, namely marketing, 
reviewing or surveying, monitoring loan customers, 
and handling non-performing loans or bad loan. BPR 
Cincin Permata Andalas can encourage AOs to work 

more efficiently in conducting loan assessments in the 
field without ignoring the principle of prudence. 

PT. BPR Cincin Permata Andalas held an 
additional number of AOs, it was expected to 
accelerate the loan assessment process. The 
application of ABC can identify which non value 
added activities and value added. To get around 
undercosted and overcosted, this research suggests 
reviewing the duties, functions, and authority of each 
employee's work.  

The ABC system implementation provides an 
overview for PT. BPR Cincin Permata Andalas that 
there are costs that should be charged more to 
customers. 

One of the strategy is to charge these costs to 
customers with provision fees and administrative 
costs and service fees on the loan process, while 
collateral valuation by considering high cost of goods 
sold to reduce the loan risk that will occur. Therefore, 
the ABC system is recommended for its application 
to the loan department of PT. BPR Cincin Permata 
Andalas to produce more reliable cost information. 

5 RESULTS 

The calculation of overhead costs carried out by PT. 
BPR Cincin Permata Andalas does not reflect actual 
cost information. The development of ABC system 
shows that working capital loans and consumption 
loans are undercosted while investment loan is 
overcosted. ABC system provides an overview to PT. 
BPR Cincin Permata Andalas for customers who are 
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high cost to serve and low cost to serve in processing 
loan 

The cost of marketing activities can be reduced by 
reducing marketing activities in the field by utilizing 
technology such as social media. 

The cost for BI Checking can be reduced by 
utilizing the latest technology managed by Bank 
Indonesia, namely SLIK, which requires a shorter 
check time. 

The results of ABC development at PT. BPR 
Cincin Permata Andalas can find out the costs that 
should be charged more to customers by increasing 
fees and administration fees. 

6 CONCLUSIONS 

PT. BPR Cincin Permata Andalas has problems with 
the cost allocation system, where the cost allocation 
system that has been implementedto date has not been 
able to provide accurate financial information in 
decision making. Costs should be measured precisely 
to avoid wrong decisions that can affect the level of 
profit on the bank latter.  

PT. BPR Cincin Permata Andalas has not 
calculated in detail the use of fees for the process of 
granting a loan. This research was conducted to 
provide a solution to the obstacles faced by PT. BPR 
Cincin Permata Andalas by developing the ABC 
system to allocate costs to operational expenses 
related to the loan process as of  it is expected to be 
able to produce accurate cost information. 

The results of the ABC system development in 
calculating overhead costs for loan processing, 
provide information on the rate of fees consumed by 
each service activity provided to customers.. 
Compared to the cost calculation carried out by PT. 
BPR Cincin Permata Andalas, that the ABC system is 
considered capable to provide information on 
charging fees to customers so that customers that are 
more profitable and unprofitable can be identified. 

The results of the development of ABC can be 
used to measure the performance of employees at PT. 
BPR Cincin Permata Andalas so the effectiveness and 
efficiency in serving loan can be maximized. 
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Abstract: The purposes of this research are to analyze the impact of corporate socialresponsibility, auditor opinion, 
financial distress Auditor independence is an issue that causes the change of auditors (auditor switching) or 
Public Accounting Firm. One suggestion that auditors remain objective in carrying out auditing tasks is the 
mandatory rotation of auditors. Rotation of auditors is associated with the company’s actions to make the 
turn auditor (auditor switching) or Public Accounting Firm. The purpose of this study was to determine the 
effect of corporate social responsibility, the auditor’s opinion financial distress on auditor switching. This 
study uses data on banking companies listed in Indonesia Stock Exchange 2014 – 2017 period. The samples 
in this study using purposive sampling method, the number of observations of sample of 132 samples. The 
technique of data analysis is logistic regression analysis, because the dependent variable using dummy 
variable. Based on the result of analysis show that the variables of corporate social responsibility, the 
auditor’s opinion and financial distress does not significantly influence the auditor switching. 

1 INTRODUCTION 

Every company that has been listed on the Indonesia 
Stock Exchange (IDX) is required to submit 
financial statements coming from outside the 
company. Reliability is one of the main qualitative 
attributes of a financial statement and therefore an 
independent third party is required to assess the 
fairness of a company's financial statements. (Ngala 
Solo Wea, 2015) A third party who can guarantee 
the quality of the financial statements is known as a 
public accountant or auditor who has been registered 
in Capital Market Supervisory Board and Financial 
Institution (Bapepam LK). The “auditor change” 
phenomenon has been found to have implications for 
the credibility of financial reporting and the cost of 
monitoring management activities . The relationship 
between the auditor and the client makes asymmetric 
financial information or false financial information 
has the potential to create a conflict of interest 
between the management of the company and the 
users of the financial statements coming from 

outside the company.(Mulyono and Majidah, 2015). 
There are many of KAPs or audit firm size currently 
operating give the option to companies to continue 
to use the same KAP (audit firm size) or make 
changes to KAP (audit firm size) as known as 
auditor switching (Susan and Trisnawati, 2011). The 
independence of auditor could be impaired with the 
long auditor-client relationship as the firm’s capacity 
of critical appraisal may decline with time. The 
extended auditor-client relationship might deter the 
ability of the auditor to provide high quality of audit. 
However, audit failures are generally higher during 
the first year of auditor–client relationship as the 
new auditor needs more effort to become familiar 
with the client operation. 

A change of auditor means that they are going to 
lose clients and income, and for the client it means 
that they have to incur more cost on the 
rotation/changes of audit firm found that there are 
benefits and problems perceived by partners of audit 
firms and CFOs of client firms. (Nazri, Smith and 
Ismail, 2012)The Government of Indonesia, through 
Ministerial decree of Finance No.17 / PMK.01 / 

Elisabeth, D., Simanjuntak, A., Muda, I. and Ginting, S.
Corporate Social Responsibility, Auditor Opinion, Financial Distress Impact to Auditor Switching for Banking Companies in Indonesia Stock Exchange for Period of 2014 to 2017.
In Proceedings of the 1st Unimed International Conference on Economics Education and Social Science (UNICEES 2018), pages 991-994
ISBN: 978-989-758-432-9
Copyright © 2020 by SCITEPRESS – Science and Technology Publications, Lda. All rights reserved

991



 

2008, requires companies to replace KAP that have 
received six consecutive years of audit assignments 
and auditor switching for three consecutive years. 
The implementation of mandatory rotation 
requirement is also based on the theoretical reason 
that the implementation of auditor and KAP rotation 
in the company is expected to improve auditor 
independence. (Dalgleish et al., 2007) when the 
principal appoints agents as managers and decision 
makers for the company, at which point an agency 
relationship exists between shareholders and 
managers. In agency theory, independent auditors 
act as mediators between agents and principles that 
have different interest. Independent auditors also 
have function to reduce agency costs arising from 
selfish behaviour by agents (managers). Thus, to 
prevent the loss of the auditor independence, the 
government regulates auditor's rotation obligations. 
Test on the effect of management changes variable 
has been done by (Winata and Anisykurlillah, 
2017)who found that management changes is one of 
significant variables affecting KAP switching, while 
proves that management changes does not have 
effect on KAP switching. 

Corporate social responsibility (CSR) is a form 
of corporate social responsibility in improving social 
inequalities and environmental damage caused by 
the company's operational activities. The more forms 
of social responsibility carried out by companies, the 
better the company will be. Investors are more 
interested in companies that have a good image in 
the community because the better the company's 
image, the more consumers to participate in 
increasing sales and profitability of the company 
(Retno and Prihatinah, 2012) This means that 
companies that implement CSR tend not to do 
auditor switching to maintain a good corporate 
image. 

According to financial distress is a company 
experiencing financial distress if the company 
cannot meet its financial obligations. This 
contradicts the findings who found that companies 
that experiencing financial difficulties is not the 
cause of replacing KAP. The variable of auditor 
opinion found evidence that auditors are more likely 
to be replaced when issuing auditor opinion. While 
in research (Susan and Trisnawati, 2011)auditor 
opinion does not affect Auditor switching. 

This research provides insights into the 
association between factors related to audit and 
client firm characteristics and auditor change by 
companies listed on IDX or BEI. The findings of the 
research will strengthen and further streamline 
auditors’ responsibilities in the audit of financial 
statements, and facilitate effective regulation of the 
auditing profession. Based on the description, the 
auditor switching along with the factors that 

influence it become a significant object to study, so 
the title of this research is entitled "Impact of 
Corporate Social Responsibility, Auditor Opinion 
and Financial Distress on Auditor Switching in 
Banking companies listed on the Indonesia Stock 
Exchange in 2014 - 2017 ". 

2 THEORICAL FRAMEWORK 

Hypothesis of the research: 
H1: Corporate Social Responsibility negatively 
effect on Auditor switching 
H2: Audit Opinion negatively affects on Auditor 
switching 
H3: Financial distress positively affects on Auditor 
switching 

Figure 1: Theoretical Framework 
 

This study used secondary data obtained with 
documentation. The population in this reseaerch was 
banking companies listed on the Indonesia Stock 
Exchange during 2014-2017 amounted to 45 
companies. The methods used were descriptive 
analysis and inferential analysis with logistic 
regression from SPSS. The population in this 
research are all banking companies listed on the 
Indonesia Stock Exchange in the period 2014-2017 
with a total of 45 companies. The year period used 
in this study is 4 (four) years, namely from 2014-
2017. Taking years of research is intended to explain 
the actual data variability. The number of banking 
companies as the sample of criteria are 32 
companies. 

The method of determining the sample used in 
this research using logistic regression because the 
dependent variable is qualitative data that uses 
dummy variables . The analysis technique with 
logistic regression does not require more normality 
tests on the independent variables (Ghozali, 2016). 
Logistic regression analysis is use SPSS program.  

The researchers considered the entry into the 
sample in this research were those that the following 
criteria: 
1. The Banking companies are listed on the 

Indonesia Stock Exchange during the period of 
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2014 - 2017. These criteria are listed to avoid 
over differences in the types of existing 
industries and the deadline for the company's 
financial statements. 

2. Financial statements of banking companies 
listed on the Stock Exchange in 2014 - 2017 and 
audited by KAP and include an independent 
auditor's report. 

3. The company presents the 2014-2017 financial 
statements stated in rupiah (Rp.) 

4. The company did not make auditor switching 
during the 2014-2017 period.  

5. The company presents complete information in 
the form of information on the name of the KAP 
auditing, the composition of the Board of 
Directors, total assets, total debt, audit opinion 
and CSR given in the 2014-2017 period. 

3 RESULST AND DISCUSSION 

From table 1 the results of the analysis presented in 
the table : 
 

Table 1:Distribution of sample 
No  Total

1 

Banking companies listed on the
Indonesia Stock Exchange(BEI)
during the 2014-2017 period. 45 

2 
Banking Companies thats make
audit firm exchange manadatory - 

3 

Banking companies that do not
have complete data
needed in this study (overall data
is available in publications
during the period 31 December
2014-2017). -12 

Total of Companies sample 33 
Amount of research samples during the 
observation period (4 years) 132 

 
Table 2: Hosmer and Lemeshow’s Goodness of Fit 
Test 

Step Chi-square Df Sig 
1 6,983 8 0,518

 
Based on Table 2, it can be seen that the 

statistical value of the Hosmer and Lemeshow Test 
is measured by the Chi-square value of 6.983 with a 
significance of 0.518. The significance value is 
greater than 0.05 (5%) so it can be concluded that 
the regression model is able to predict the value of 
its observations or it can be said that the model is 
acceptable because it matches the observational data. 

 
 
The logistic regression model formed produces 
regression coefficients and significance. The logistic 
regression model formed can be seen in the 
parameter estimation value in Variables in The 
Equation. The following are the results of testing the 
regression model formed, presented in Table 3. 
 

Table 3: Variables In Equation 
  

B S.E Wald Df Sig. 
Exp 

  
(B)        

Step 
1a CSR -1,32 5,84 0,07 1 0,83 0,243 

 AO -0,03 1,11 0 1 0,95 0,965 

 Z 0,14 0,23 0,34 1 0,55 1,125 

 Constant -1,05 0,64 3,08 1 0,06 0,342 
        
 
The results of the research in Table 3 show that 

CSR does not show a significant impact on auditor 
switching. This shows that there is no impact 
between CSR on the probability of companies to 
conduct auditor switching. This research cannot 
prove the effect of CSR on auditor switching. The 
company is increasingly aware that the survival of 
the company also depends on the company's 
relationship with the community and the 
environment in which the company operates. This is 
in accordance with the legitimacy theory which 
states that the company has an agreement with the 
community to carry out its activities based on social 
values, and the attitude of the company in response 
to the interests of the group to legitimize the 
company's actions. If there is a balance between the 
company's value system and the community value 
system, then the company can lose its legitimacy, 
which in turn will threaten the survival of the 
company. If this happens it can affect the auditor in 
giving an audit opinion and if the auditor's opinion is 
not as expected by the company, then the company 
will conduct an auditor switching. 

The results of the research in Table 3 show that 
the auditor's opinion did not show a significant 
impact on the auditor switching. This shows that 
there is no impact between auditor opinion on the 
probability of the company to conduct auditor 
switching. These findings support the results of 
research conducted  (Ekonomi and Diponegoro, 
2011)); and (Estate, Terdaftar and Bei, 2012)which 
states that audit opinion does not have a significant 
effect on auditor switching. This research failed to 
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prove the influence of auditor opinion on auditor 
switching. This condition is probably due to the fact 
that the sample companies have received an 
unqualified opinion from the independent auditor 
who audited the company's financial statements. 

The results of the research in Table 3 show that 
financial distress does not show a significant impact 
on auditor switching. This shows that there is no 
influence between financial distress on the 
probability of companies to conduct auditor 
switching. These findings support the results of 
research which states that financial distress has no 
significant effect on auditor switching. This study 
failed to prove the influence of financial distress on 
auditor switching. This condition is probably due to 
the fact that most sample companies use non-Big 4 
KAP services, thus auditors switching to the use of 
Big 4 KAP services will actually complicate the 
company's financial condition due to the increase in 
audit fees. 

4 CONCLUSION 

Based on the results of research and discussion, it 
can be concluded that CSR, opinion auditor, 
financial distress did not significantly influence the 
auditor switching on banking companies listed on 
the Indonesia Stock Exchange for the period 2014-
2017. Future research should consider several 
theoretical variables that can affect auditor switching 
such as profitability ratio variables, liquidity ratios 
or other variables found in financial ratios. In 
addition, the researcher also suggested to be able to 
add non-financial variables such as company size or 
audit fees (audit fees) and use observations of more 
than 4 (four) years. 
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Abstract: The purpose of this study is to evaluate the increasing relevance of accounting values after IFRS convergence 

in Indonesia. The research focused on banking companies in two stages of full adaptation, namely in 2012 for 

the first and 2015 stages for the second phase. The research method uses multiple linear regression and chow 

test follow-up tests to evaluate structural changes in the relevance of accounting values during the adaptation 

period. The results of the study using price models found that after IFRS convergence in Indonesia there was 

an increase in the relevance of the value of accounting information in banking sector companies. But when 

testing is done with the return model, IFRS convergence has no effect. This condition indicates that investors 

in the banking sector companies pay more attention to the company's fundamental valuation for long-term 

investments rather than short-term capital gains. Increasing the relevance of values after IFRS convergence 

with price models, indicates that the market responds positively to IFRS adaptation policies in Indonesia so 

as to strengthen the country's economic stability. Future research is expected to carry out testing using the 

proxy of earnings management and timeliness to represent the relevance of accounting information values. 

1 INTRODUCTION 

IFRS is a set of global accounting standards that have 

been required to be applied in the process of preparing 

financial statements of business entities throughout 

the world. IFRS convergence in various parts of the 

world, has increased the value relevance of 

accounting information (Agostino, Drago, & Silipo, 

2011; Rodr, Aimer, Alejandro, & M, 2017; Trabelsi 

& Trabelsi, 2014) However, increasing the relevance 

of these values will differ between IFRS adaptation 

processes carried out voluntarily with mandatory 

IFRS adaptation (Kouki, 2018). A country's 

economic growth rate also influences the increase in 

the relevance of accounting values after IFRS 

convergence. Less consistent results occur in 

developing countries. IFRS convergence is able to 

increase the relevance of accounting values in Latin 

American countries (Rodr et al., 2017). But when 

tested in Nigeria showed different results, IFRS 

convergence did not have a significant impact on 

increasing the relevance of accounting values 

(Olowolaju, Ogunsan, & Plc, 2016). 

Indonesia has carried out continuous 

harmonization of standards to further improve the 

quality of reporting produced. Full IFRS convergence 

is a decision to further improve the quality of 

information, where the information presented is 

increasingly relevant and is used as the basis for the 

company's economic decision making. However, the 

convergence process is slightly different from other 

countries. Indonesia adapted IFRS gradually and 

carried out continuously. This might result in an 

increase in the relevance of different accounting 

values. 

The banking industry is one of the most affected 

sectors due to the full IFRS convergence process. 

IFRS which provides a different perspective with its 

fair valuation concept requires a lot of assessments 

that involve complex aspects of the economy. One of 

them is a financial instrument component that is very 

sensitive to the entity's business environment. The 

main components forming the sacrificial industrial 

assets derived from financial instruments, may also 

have a different effect on the value relevance of 

accounting information after IFRS convergence in the 

banking industry. 
In stage 1 IFRS convergence in Indonesia it was 

stated that IFRS did not have a significant impact on 
value relevance due to institutional environmental 
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conditions based on code law (Cahyonowati & 
Ratmono, 2013). Juniarti et al., (2018) extended the 
observation period with 4 years before and 4 years 
after convergence, IFRS had an impact on increasing 
the relevance of accounting values in Indonesia. 
However, the study was limited only to 
manufacturing companies. Different institutional 
environmental conditions have an impact on the 
relevance of values after different IFRS convergences 
(Karampinis & Hevas, 2011). For this reason, the 
research will focus on banking companies because 
research on IFRS is usually only focused on 
manufacturing companies. 

2 THEORICAL FRAMEWORK 

Value relevance is the ability of accounting 

information in financial statements to influence the 

economic decision making of investors. This is 

reflected in stock price movements after the financial 

statements are published (Barth et al., 1996). The 

relevance of values can be fulfilled by the existence 

of a good set of accounting standards, so that the 

information delivered is more transparent and able to 

reduce information asymmetry that can reduce 

management opportunistic behavior. 
IFRS is an accounting standard designed by the 

IASB to be applied internationally to improve 
transparency and comparability of company financial 
statements. The main objective of establishing the 
standard is to expand investment opportunities for 
investors globally. Investors can obtain adequate 
information so they can carry out investment 
portfolios. On the other hand, this also benefits the 
company in gaining access to funding its operational 
activities. 

Clarkson et al., (2011) suggested that after IFRS 
convergence there was no change in the relevance of 
values in European and Australian countries. 
However, there are similar impacts between common 
law and code law countries. This indicates that IFRS 
can improve comparability. In line with this, Callao, 
Jarne, & Laínez (2007) state that perhaps local 
standard convergence to IFRS does not show an 
increase in value relevance because the gap between 
book value and market value is wider than the impact 
of IFRS convergence. However, in the long run, the 
benefits of IFRS will definitely be felt. 

Daske, Leuz, & Verdi (2008) and Alali & Foote 

(2012) document that the government environment 

influences the relevance of accounting information. 

When in a volatile period, the role of the government 

must be greater by increasing compliance with 

regulations to convince investors that the information 

presented in the company's financial statements is 

relevant. Thus, the institutional environment also 

influences value relevance (Ball, Robin, & Shuang, 

2003; Daske et al., 2008) which is one of the 

qualitative characteristics of accounting information. 

The Indonesian government's commitment to 

converging local standards to IFRS has been seen 

since 2008. IAI as an accounting standard-making 

body in Indonesia has converged local standards to 

IFRS gradually since 2008 with full adoption stage I 

in 2012. In the banking sector, BI also issued PAPI 

(Indonesian Banking Accounting Guidelines) in 2008 

which was harmonized with the IFRS convergence 

stage at that time. In 2015 there was a matching and 

full adoption stage II. Adjustments in stage II were 

carried out to reduce the gap between local 

accounting standards and IFRS from 3 years to 1 year. 

All companies listed on the IDX are required to use 

accounting standards that have converged IFRS 
H1: There is an increase in the relevance of 

accounting values in banking companies after IFRS 
convergence in Indonesia. 

3 RESEARCH METHOD 

This research method uses a positive approach with a 

quantitative form using multiple linear regression in 

analyzing changes in the value relevance of 

information. The research population is all banking 

companies listed on the Indonesia Stock Exchange 

from 2007 to 2015. The sample collection technique 

uses purposive sampling with criteria; 1) registered 

on the IDX since 2007, 2) functional currency using 

rupiah, 3) data related to research variables available. 

Measurement of the relevance of accounting 

values using price regression models (PRM) and 

return regression models (RRM) (Onali, Ginesti, & 

Vasilakis, 2017). Price model refers to the equation 

proposed by Barth (2008) as follows: 

  (1) 

 

While the return model refers to Barth and Clinch 

(2009) as follows: 

    (2) 

Where  and  

 
P is the stock price after the end of the company's 

fiscal year (Barth, Landsman, and Lang, 2008; 

Lang, Raedy, and Wilson, 2006). This study use the 
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stock prices 90th after the end of the fiscal year 

because the relevance of information is a test of 

whether the information submitted by the company 

gives a difference in economic decision making 

reflected in the stock price. In capital market 

regulations and auditing standards that apply in 

Indonesia, companies are allowed to submit 

financial reports no later than 90 days after closing 

the book (fiscal year). Prahesti, Utomo, & Astuti 

(2016) documented that banking company audit 

delay is between 7 - 90 days. Thus, the company's 

financial statements are published a maximum of 90 

days after the accounting period. 

To test the effect of IFRS convergence on the 

relevance of values, we examine whether structural 

changes occur before after convergence. The test 

uses the chow test. Besides that, there are also some 

control variables that might influence company 

adjustments with accounting standards that have 

converged IFRS. Some of the control variables used 

in this study are the size and level of corporate debt. 

4 ANALYSIS 

This research is a follow-up study from the previous 
study to reexamine the impact of IFRS convergence 
on value relevance (Astuti & Sulistyowati, 2017; 
Cahyonowati & Ratmono, 2013; Juniarti et al., 2018). 
The test results in Table 1 show that there was an 
increase in value relevance in the first phase of 
convergence, namely in 2012, whereas in the second 
period there was no increase. This can be seen from 
the adjusted R square value from 2007 to 2012 which 
has increased and from 2012 to 2015 has decreased.  
Table 1: Results of Hypothesis testing (Price Model) 

 
In the period before IFRS convergence investors 

paid more attention to the fundamental value and 
stock market value in a balanced manner. Investors 
consider profitability (EPS), company market 
performance (PER), company risk (LEV) and assets 
that are capable to support the company's operations 
(Ln_TA). However, in the period after stage I 
convergence (2012-2013), the company considered 
more fundamental values than market performance. 
Investors do not consider stock prices in their 
investment decisions (PER doesn’t effect stock 

prices). This indicates that investors trust the intrinsic 
value of the company rather than market performance 
which is much influenced by the  

 
external environment beyond the control of the 

company. 
In stage II the value of Adjusted R2 has 

decreased. this indicates that there is no increase in 

the relevance of values from stage I to stage II. In 

stage II, investors also do not consider the company's 

profitability (EPS) in making economic decisions. It 

is possible to avoid mistakes, because of the existence 

of earnings management practices that usually occur 

in companies. overall it can be concluded that 

investors use accounting information in financial 

reports that reflect the intrinsic value of the company 

for the decision making process.  

Table 2: Results of Combined Regression (Price 

Model) 

Variabel 

Pra IFRS + IFRS I IFRS I + IFRS II 

Coefficien

t 
P Value 

Coeffici

ent 
P Value 

Constant -5,825 0,012 -2,991 0,261 

BVEPS 0,000028 0,671 
0,00042

1 
0,001 

EPS 0,003 0,000 0,001 0,173 

PER 0,001 0,030 
0,00027

4 
0,825 

LEV -1,097 0,220 -1,328 0,127 

Ln_TA 0,412 0,000 0,323 0,001 

F value 26,046 0,000 31,857 0,000 

Adjusted R 

Square 
0,601 0,650 

 
The follow-up test was carried out by combining 

pre IFRS data with stage I. Combined data was 
regressed and compared with the combined results of 
data after stage I and II IFRS convergence. The 
adjusted R2 value shows an increase (see table 2). 
This shows that there is an increase in value relevance 
in stage II even though it is not as big as stage I. 
Further analyses using the chow test found that there 
were structural changes in both stages I and II of IFRS 
convergence (see Table 3 and Table 4). 
 
Table 3: Results of Chow Test Stage I (Price Model) 

Notati

on 
Description 

Pre IFRS + Post 

IFRS I 

Value 

RSSr Sum of square residual 

(2007-2008  s.d 2012-

2013) 

71,567  

RSS1 Sum of square residual 

(2007-2008) 
32,233  

RSS2 Sum of square residual 

(2012-2013) 
19,250  
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Notati

on 
Description 

Pre IFRS + Post 

IFRS I 

Value 

RSSur RSS1 + RSS2  
51,4
83 

k Number of parameters 

estimated 
5  

n1 Number of observations 

before IFRS 

convergence 

42  

n2 Number of observations 

after IFRS convergence 

(stage I) 

42  

F 

value 

((RSSr-

RSSur/k)/(RSSur)/(n1+n2

-2k) 

 
5,77

13 

F 

table 

 
 2,34 

 
Table 4: Results of Chow Test Stage II (Price 

Model) 

Nota

tion 
Description 

Post IFRS I + 

Post IFRS II 

Value 

RSSr Sum of square residual (2012-

2013  s.d 2015-2016) 
68,532  

RSS1 Sum of square residual (2012-

2013) 
19,250  

RSS2 Sum of square residual (2015-

2016) 
31,993  

RSSu

r 

RSS1 + RSS2 
 

51,2
43 

k Number of parameters 

estimated 
5  

n1 Number of observations after 

IFRS convergence (stage I) 
42  

n2 Number of observations after 

IFRS convergence (stage II) 
42  

F 

value 

((RSSr-

RSSur/k)/(RSSur)/(n1+n2-2k) 
 

4,99
32 

F 

table 

 
 2,34 

 
Table 3 and Table 4 show that the value of F is 

greater than F table. These results support the 
previous test, there were structural changes during the 
period of IFRS convergence. Thus it can be 
concluded that there is an increase in the relevance of 
values after IFRS convergence, both in stage I and 
stage II. However, the increase in stage II is not as big 
as stage I. 

Further analysis uses the return model. Table 5 
shows that when using the return model analysis 
cannot be done, because it is unable to meet the 
classical assumption test. Influence between variables 
is not consistent. Thus it can be concluded that the use 

of return models is not relevant to test the increase in 
value relevance in the banking sector in Indonesia.  

 
Table 5: Results of Hypothesis testing (Return 
Model) 

 

5 RESULTS 

The results of the study show that there is an increase 
in value relevance after IFRS convergence using the 
price model, but not with the return model. This 
indicates that investors in the banking sector prefer 
long-term investments rather than obtaining capital 
gains in the short term. The results of this study 
confirm the previous literature (Agostino et al., 2011; 
Ebaid, 2014; Kouki, 2018; Palea & Scagnelli, 2017) 
that IFRS is able to improve the quality of financial 
reports with increasing the relevance of value. 

These results also confirm (Daske et al., 2008; 
Nurunnabi, 2015) which states that increasing the 
relevance of values after IFRS convergence occurs if 
there is support from the national and international 
institutional environment. IFRS convergence in 
Indonesia can increase value relevance because it is 
strongly supported by the government. The 
conversion of SAK (Indonesian Accounting 
Standards) to IFRS in stage I was able to have a 
positive impact because it was followed by Bank 
Indonesia policy by issuing PAPI (Banking 
Accounting Guidelines) at 2008 with strict 
regulations and legal. Whereas in stage II the increase 
in value relevance is not as big as in stage I because 
there has only been a change in financial accounting 
standards without being accompanied by the issuance 
of relevant new regulations related to banking by 
Bank Indonesia. 

However, further analysis of the return model, 
the results of the study failed to document the impact 
of IFRS convergence on the relevance of accounting 
values. Testing using the return model does not meet 
the classic assumption test. Clarkson et al., (2011) 
explained that, the impact of IFRS on value relevance 
in the banking sector cannot fulfill classical 
assumptions because two things, there are influence 
the conservatism in the previous period and earnings 
fluctuations before testing. 
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6 CONCLUSIONS 

IFRS has a positive impact on increasing the 

relevance of accounting values in the Indonesian 

banking sector. Structural changes occur in the period 

before convergence, stage I convergence and stage II 

convergence. These changes differ depending on how 

big the role of the government is. The government 

acts as a mediation to convince investors that 

accounting numbers in financial statements can be 

relied upon by enforcing regulations on compliance 

with applicable standards (Daske et al., 2008; Ebaid, 

2014). 

This condition also occurs in some countries that 

evaluate the impact of IFRS on increasing value 

relevance (Alali & Foote, 2012; Karampinis & Hevas, 

2011). When IFRS convergence is done voluntarily, 

management will be more open if there is an increase 

in incentives obtained. Also the convergence decision 

depends on bad news or good news that happens to 

the company. Thus IFRS convergence that is applied 

voluntarily will not have any impact on increasing the 

relevance of IFRS values (Christensen, Lee, Walker, 

& Zeng, 2015). But when the standard regulatory 

body mandatory IFRS convergence, it is found that 

value relevance increases significantly. 

The limitations of this study are not able to reveal 

the impact of IFRS on value relevance by using the 

return model. Future research is expected to be able 

to eliminate conservatism and earnings fluctuations 

so as to reveal an increase in value relevance 

holistically. At the beginning of 2018, SAK 71 was 

introduced for the regulation of financial instruments, 

which were mandatory implemented at the beginning 

of 2020. The adoption of the new standard may will 

have a significant impact on the relevance of 

accounting values in banking companies because 

financial instruments are the main components 

forming a company's balance sheet. 
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Abstract: The purpose of this research is to analyze factors affecting fraud disclosure and its implication on market 
reaction. Audit committee, internal audit, managerial ownership, and internal control play important role to 
reach good governance that can reduce fraud. Whistleblowing system is a part of internal control and expected 
to strengthen good governance. Minimizing the possibility of fraud is expected to improve the company's 
reputation as reflected in market reactions.  This research was analyzed by using path analysis. Target 
population is banking industries listed on the Indonesia Stock Exchange. Results showed that audit committee, 
internal audit, and managerial ownership have a positive effect on whistleblowing system. Internal audit and 
whistleblowing system have a negative effect on fraud disclosure. Audit committee and whistleblowing 
system have a positive effect on market reaction, and fraud disclosure has a negative effect on market reaction. 
This research provides empirical evidence that the better the governance structure the better the 
whistleblowing system. The better implementation of the whistleblowing system, the less disclosure of fraud. 
Furthermore, the less fraud disclosure the better the market reaction.

1 INTRODUCTION 

Accounting fraud cases still occur until now, 
including one of the big companies in the UK. At the 
beginning of the second quarter of 2017, British 
Telecom known to perform accounting fraud at one 
of its business lines in Italy. Accounting fraud was 
detected by a whistleblower. The modus operandi is 
to perform an increase in the profits of the company 
for several years through corruptive cooperation with 
corporate clients and financial services. The practice 
of accounting fraud has occurred since 2013 with the 
motive of obtaining a bonus as a stimulus. The fraud 
scandal caused losses to shareholders and investors 
where British Telecom's share price plummeted when 
it announced a correction of its 530 million earnings 
in January 2017 (Priantara, 2017). 

Accounting fraud scandals also occured on large 
companies in Japan, namely Toshiba. In May 2015 it 
was revealed that Toshiba did a lie through 
accounting fraud, with a value of 1.22 billion US 
dollars. Toshiba then was removed from the stock 
index and a significant sales decline occured. (Sari, 
2017).  

Accounting fraud cases in Indonesia are 
dominated by the banking industry. According to the 

statement of the Chief Executive of the OJK Banking 
Supervisor, Nelson Tampubolon, from January to the 
end of the third quarter of 2016, the Financial 
Services Authority (OJK) recorded 26 cases of 
banking crime (OJK, 2016). 

Indonesia still has a high risk of fraud and the 
most detrimental fraud is fraudulent financial 
reporting (ACFE, 2016). One of the most effective 
ways to prevent fraud is through a whistleblowing 
system mechanism where the effectiveness can be 
seen from the number of frauds that have been 
detected as well as the shorter time of action 
compared to other methods. The Whistleblowing 
System is a part of the internal control system in 
preventing the practice of irregularities and fraud and 
strengthening the application of good governance 
practices (KNKG, Pedoman Sistem Pelaporan 
Pelanggaran - SPP (Whistleblowing System - WBS), 
2008) (KNKG, Pedoman Sistem Pelaporan 
Pelanggaran - SPP (Whistleblowing System - WBS), 
2008). An effective internal control system requires 
the support of directors as the management of the 
company, an audit committee that carries out overall 
supervision, and an internal audit as part of its duties 
and responsibilities (KNKG, Pedoman Umum Good 
Corporate Governance Indonesia, 2006). 
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The market penalizes fraud firms significantly 
when the prospective fraud news is released to the 
public (Christensen, Paik, & Williams, 2010). 
Investors perceive fraudulent reporting to be more 
prevalent in the economy or rely more on financial 
statement information relative to other sources of 
information, they place greater importance on 
conducting their own fraud risk assessments. In turn, 
investors who deem fraud risk assessment to matter 
in investment decision making make greater use of 
fraud red flags to avoid potentially fraudulent 
investments (Brazel, Jones, Thayer, & Warne, 2015). 

This study is a replication of the research of 
Cahyo & Sulhani (2017) which indicated that the 
audit committee had a negative effect on 
whistleblowing system while the internal audit had no 
effect on the whistleblowing system. Furthermore, 
the whistleblowing system did not affect fraud 
disclosure and fraud disclosure had a significant 
negative effect on the market reaction. This study 
intends to reexamine the variables that have been 
studied by adding managerial ownership variables as 
one element of the governance structure. 

2 THEORETICAL FRAMEWORK 

2.1 Audit Committee and Whistleblowing 
System 

The audit committee must have members who are 
experts in the financial sector to improve the 
supervision of the company. Increasing oversight of 
companies has an impact on improved internal 
control and reduced fraud practices (KNKG, 
Pedoman Umum Good Corporate Governance 
Indonesia, 2006). The Audit Committee which has 
expertise in finance reduces problems in internal 
control. This means that Audit Committee members 
who have expertise in finance can increase the 
effectiveness of internal controls (Khrisnan, 2005). 
According to Lee and Fargher (2018), higher-quality 
audit committee is associated with the 
implementation of a stronger internal whistleblowing 
system, so the first hypothesis in this study is 
formulated as follows: 

 
H1: The audit committee has an effect on the 

whistleblowing system. 
 

2.2 Internal Audit and Whistleblowing System 
The importance of appropriate whistleblowing 
policies and procedures to the effective discharge of 
an organization’s corporate governance is significant. 

Corporate governance is fundamental to effective risk 
and control within organisations, which means that 
whistleblowing policies must be at the heart of 
internal auditors’ responsibilities (Cowan, 2014). In 
other words, internal audit is a party that plays an 
important role in implementing the whistleblowing 
system (Read & Rama, 2003).  

Internal audit function effectiveness influenced by 
internal auditor competency (Arum, 2015). Therefore 
internal audit competencies that measured by 
expertise in finance will improve the implementation 
of a whistleblowing system, so the second hypothesis 
in this study is as follows:  
 
H2: The internal audit has an effect on the 
whistleblowing system. 
 
2.3 Managerial Ownership and 

Whistleblowing System  
Managerial ownership can help reduce opportunistic 
actions to maximize personal interests, in addition 
managers will also be more careful in making 
decisions that are in accordance with the interests of 
the company because it is related to their interests as 
owners, so that disclosure of internal control 
information will be more qualified (Wardani & 
Sulhani, 2017). Therefore the third hypothesis in this 
study is as follows: 
 
H3: The managerial ownership has an effect on the 
whistleblowing system  
 
2.4 Whistleblowing System and Fraud 

Disclosure 
Whistleblowing system can detect the majority of 
fraud in an organization. Whistleblowing system is a 
device that can be used to warn management about 
fraud within the company (KNKG, Pedoman Sistem 
Pelaporan Pelanggaran - SPP (Whistleblowing 
System - WBS), 2008). The disclosure of fraud has 
become an early detection of company management 
to prevent ongoing fraud (Khan, Anuar, & Mahzan, 
2014). So that the fourth hypothesis in this study is as 
follows: 
 
H4:  The whistleblowing system has an effect on 
the fraud disclosure  
 
2.5 Fraud Disclosure and Market Reaction 
According to ACFE (2016), companies that are 
indicated to have fraud can reduce their business 
reputation so that it can cause losses to the company. 
Disclosure of fraud and the use of financial statement 
information have an effect on investor perceptions in 
conducting investment risk assessments (Brazel, 
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Jones, Thayer, & Warne, 2015). Companies that 
indicated fraud cases experienced a decline in the 
stock market reaction (Christensen, Paik, & Williams, 
2010). So the fourth hypothesis in this study is as 
follows:  
 
H5: The fraud disclosure has an effect on the market 
reaction. 

3 RESEARCH METHOD 

The type of research is quantitative research that uses 
secondary data in its analysis. According to Sekaran 
& Bougie (2013), secondary data is the data or 
information collected from available sources. 
Secondary data for this study was obtained from 
annual reports of research subject. The data can be 
downloaded on the relevant company website pages 
as well as on the Indonesia Stock Exchange website. 
While the company's stock price data was obtained 
from the Indonesia Stock Exchange website. 

The target population in this study were banking 
companies listed on the Indonesia Stock Exchange in 
2017. All members of the target population were used 
as samples in the study. Data analysis in this study 
was tested by using path analysis with SPSS 22 
Program. 

The object of this research is the audit committee, 
internal audit, managerial ownership, whistleblowing 
system, fraud disclosure, and market reaction. The 
audit committee variable was measured by the ratio 
of the number of members who have accounting and 
financial backgrounds to the total number of audit 
committee members.The internal audit variable was 
measured by dummy variable, if the head of the 
division of internal auditors have a background in 
finance experts then rated 1, and if otherwise then 
rated 0. The managerial ownership variable was 
measured by percentage of share ownership by the 
companies manager. The fraud disclosure was 
measured by the amount of fraud reported in that 
period on the annual report, and the market reaction 
was measured by stock returns. 

Hypothesis testing is done to obtain empirical 
evidence of the influence of the audit committee, 
internal audit, and managerial ownership on the 
whistleblowing system. Hypothesis testing is also 
done to obtain evidence of the influence of the 
whistleblowing system on fraud disclosure and its 
implications for market reaction. 

 

4 RESULTS AND DISCUSSION 

4.1 The Effect of Audit Committee on 
Whistleblowing System 

Based on statistical testing, it is empirically proven 
that the audit committee has a positive effect on the 
whistleblowing system. This can be seen from the 
direction of the regression coefficient and the 
significance level of 0.045 which is smaller than 0.05 
(table 1). Thus Hypothesis 1 in this study was 
accepted. 

The background of the financial expertise of the 
audit committee has a role in improving internal 
control in the implementation of the whistleblowing 
system. The results of this study indicate that the audit 
committee has carried out overall supervision 
including internal control and the Whistleblowing 
system.. 

 
4.2 The Effect of Internal Audit on 

Whistleblowing System 
The result of statistical test showed that internal audit 
has a positive effect on the whistleblowing system. 
This is indicated by the direction of the regression 
coefficient showing a positive number and a 
significance level of 0.027 which is smaller than 0.05 
(table 1). Thus hypothesis 2 in this study was 
accepted. 

The head of the internal audit division with an 
accounting and financial education background is 
proven to be able to improve internal control in a 
whistleblowing system. The internal audit division 
has a large responsibility in overseeing and ensuring 
that the internal control function has been running 
effectively. 
 
4.3 The Effect of Managerial Ownership on 

Whistleblowing System 
The result of statistical test showed that managerial 
ownership has a positive effect on the whistleblowing 
system. This is indicated by the direction of the 
positive coefficient and the significance level 
obtained is 0.036 which is smaller than 0.05 (table 1). 
Managerial ownership is indicated by the number of 
shares owned by the board of commissioners, 
directors, and management in a company. The results 
of the observations in this study indicate the 
percentage and number of share ownership by 
management is still few. But managerial ownership 
proved to have a positive effect on the whistleblowing 
system. 
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Table 1: Test Results of the Effect of Audit 
Committee, Internal Audit, and Managerial 
Ownership on Whistleblowing System  

 
Source: SPSS 22 output based on research data 
 
 
4.4 The Effect of Whistleblowing System on 

Fraud Disclosure 
Based on the results of statistical testing using SPSS, 
the whistleblowing system has a negative effect on 
fraud disclosure. This can be seen in the direction of 
the negative regression coefficient and the level of 
significance smaller than 0.05 (table 2). Thus it can 
be said that hypothesis 4 in this study was accepted. 

The existence of a whistleblowing system is to 
prevent and reduce fraud. Based on the results of this 
study it can be said that the whistleblowing system is 
proven to reduce fraud disclosure.  

 
Table 2: Test Results of the Effect of Whistleblowing 
System on Fraud Disclosure 

 
Source: SPSS 22 output based on research data 
 
The direct effect of the audit committee on fraud 
disclosure is 0.236 while the indirect effect is -0.084, 
so the total effect is 0.152. The direct effect of the 
internal audit on the fraud disclosure was -0.139 
while the indirect effect was -0.252, so the total effect 
was -0.391. Furthermore, the direct effect of 
managerial ownership on fraud disclosure is 0.094 
while the indirect effect is -0.081, so the total effect 
is 0.013. 
 

4.5 The Effect of Fraud Disclosure on Market 
Reaction. 

 
Based on the result of the study, fraud disclosure has 
a negative effect on market reaction as measured by 
stock returns. This can be seen from the direction of 
the negative regression coefficient and the 
significance level of 0.002 which is smaller than 0.05 
(table 3). Thus it can be said that Hypothesis 5 in this 
study was accepted. 

Based on the research result showed that the lower 
the level of fraud disclosure, the higher the stock 
return, and conversely the higher the level of fraud 
disclosure, the lower the stock return. 

The direct effect of the audit committee on the 
market reaction is 0.363 while the indirect effect is -
0.138, so the total effect is 0.225. The direct effect of 
the internal audit on market raction is -0.159 while the 
indirect effect is 0.081, so the total effect is -0.078. 
The direct effect of managerial ownership on the 
market reaction is -0.141 while the indirect effect is -
0.055, so the total effect is -0.196. Furthermore, the 
direct effect of WBS on the market reaction is 0.052 
while the indirect effect is 0.409, so the total effect is 
0.461. 
 
Table 3: Test Results of the Effect of Fraud 
Disclosure on Market Reaction 

 
Source: SPSS 22 output based on research data 

5 CONCLUSIONS 

This research examined the effect of audit committee, 
internal audit, managerial ownership, and 
whistleblowing system on fraud disclosure and their 
implication on market reaction. The results indicated 
that the better the audit committee, the better the 
whistleblowing system. The better the internal audit, 
the better the whistleblowing system. The better the 
managerial ownership, the better the whistleblowing 
system. Whistleblowing system has a negative effect 

Coefficientsa 

Model 

Unstandardized Coefficients 

Standardized 

Coefficients 

t Sig. B Std. Error Beta 

1 (Constant) .299 .053  5.642 .000

AC .074 .096 .120 .764 .045

IA .147 .064 .360 2.295 .027

MO .141 .179 .115 .787 .036
 

a. Dependent Variable: WBS 
 

Coefficientsa 

Model 

Unstandardized Coefficients 

Standardized 

Coefficients 

t Sig. B Std. Error Beta 

1 (Constant) 1.077 .179  6.005 .000

AC .483 .245 .236 1.973 .056

IA -.189 .172 -.139 -1.100 .027

MO .384 .454 .094 .845 .040

WBS -2.333 .399 -.701 -5.848 .000
 

a. Dependent Variable: FD 
 

Coefficientsa 

Model 

Unstandardized Coefficients 

Standardized 

Coefficients 

t Sig. B Std. Error Beta 

1 (Constant) -.027 .024  -1.137 .263

AC .066 .025 .363 2.675 .011

IA -.019 .017 -.159 -1.147 .259

MO -.051 .044 -.141 -1.162 .253

WBS .015 .053 .052 .293 .071

FD -.052 .015 -.583 -3.374 .002
 

a. Dependent Variable: MR
 

UNICEES 2018 - 1st Unimed International Conference on Economics Education and Social Science

1004



 

on fraud disclosure and fraud disclosure has a 
negative effect on market reaction. 

This research is only conducted on banking 
companies listed on the Indonesia Stock Exchange in 
2017, therefore the further research is expected to 
expand observations on other type companies. This 
study also only used stock returns to measure market 
reaction, therefore further research is expected to use 
other indicators to measure market reaction, such as 
abnormal returns and cumulative abnormal returns. 
Further research is also expected to examine other 
variables that related to good governance to explain 
their effect on fraud disclosure and market reaction. 
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Abstract: Uncollectible credit risk or bad credit may impede BPR operations. Risk can be avoided or minimized by 
executing consistent internal control structures. If the internal control structure is sufficient in the provision 
of credit, the implementation of credit provision can be controlled and able to prevent the occurrence of errors 
that can inflict jeopardy on the bank. Object of this research is PT. BPR located at Tembung. This study aims 
to determine whether the internal control of the credit systems in PT. BPR are in accordance with internal 
control elements based on COSO and provide input or improvement that may be applied related to internal 
control system. The research method is applied research using comparative method in data analyses. Data 
collection by interview, observation and documentation. The research outcomes indicate that the 
implementation of internal control system in PT. BPR is quite good, but there are still certain points which 
are less suitable with the internal control system based on COSO and BI which need to be improved.  

1 INTRODUCTION 

The banking sector plays an important role in 
supporting the running of the economy and national 
development of a country by contributing to 
providing loans to sectors that need funds. This can 
occur because of the function of banks as 
intermediary institutions where banks collect funds 
from the community in the form of deposits and 
channeling to the community in the form of credit and 
or other forms. People's Credit Banks (BPR), which 
is one type of banking, have a role in driving the 
progress of economic equality and micro-economic 
growth. The role of BPR in supporting Indonesia's 
current national economic growth through increasing 
access to credit or financing from banks. The problem 
that often occurs in giving credit is bad credit. Bad 
credit brings a threat to the continuity of BPR such as: 
cash turnover slows down because cash availability 
decreases, profits decline, liquidity ratio, solvency 
and profitability are directly or indirectly affected. 
This shows the influence on the health of BPR, where 
the most tragic is that customers have no more trust. 
PT. BPR X Tembung is a bank-shaped business entity 
people's credit which has the main function to save 
and channel funds (credit) to the community in the 

Tembung area. Based on Law No. 10 of 1998, credit 
is the provision of money or equivalent claims, based 
on an agreement or agreement between banks and 
other parties that requires the borrower to repay the 
debt after a certain period of time with interest. PT. 
BPR X Tembung also experienced a classic problem 
faced by BPRs in general, namely non-performing 
loans. At PT. BPR X Tembung itself, the level of non-
performing loans or bad loans has always increased 
by almost 2% from 2014 to 2016. Even in 2016 the 
NPL level shows that the NPL has exceeded the 
prescribed limit. Bank Indonesia sets a limit for BPR 
NPLs of 5%(Bank Indonesia, 2013).  

To prevent the risks of bad credit that can hinder 
the operations of the BPR, BPR is very necessary to 
pay attention to the effectiveness of the internal 
control structure in the BPR. Risks can be avoided or 
minimized by implementing the internal control 
structure consistently. If the internal control structure 
is sufficient in providing credit, the implementation 
of credit provision can be controlled and can prevent 
the occurrence of errors that can harm the bank. 

This study aims to determine whether the internal 
control of the lending system at PT. BPR X Tembung 
is in accordance with the elements of internal control 
according to COSO and provides input or 
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improvements that may be applied related to the 
internal control system. 

2 THEORICAL FRAMEWORK 

The main source of income for rural banks (BPR) is 
interest income derived from lending. When 
distributing credit, BPRs face the risk of credit 
collection where errors in the procedure for lending 
can cause non-performing loans. The factors that 
cause non performing loans are as follows (Fransisca 
Claudya Mewoh, Sumampouw and Tamengkel, 
2016): 
a. External factors of the bank 
1. There is doubtful intentions from debtors who 

are in doubt. 
2. There are difficulties or failures in the liquidity 

process of the credit agreement that has been 
agreed between the debtor and the bank. 

3. Conditions of the management and business 
environment of the debtor. 

4. Disasters (for example: fire, natural disasters) or 
business failures. 

b. Internal bank factors 
1. Lack of knowledge and skills of credit managers. 
2. There is no credit policy at the bank concerned. 
3. Provision and supervision of credit carried out by 

banks deviates from established procedures. 
 
One way to reduce the risk of non-performing 

loans from the internal side is to design and 
implement internal controls in the process of lending. 
Bank Indonesia in its Guidelines for Internal Control 
Standards for Commercial Banks (2003) states that an 
effective internal control system is an important 
component in bank management and is the basis for 
healthy and safe financial operations. Internal control 
is a supervisory mechanism established by 
management on an ongoing basis, with a purpose 
(Bank Indonesia, 2003): 
1. Maintain and secure bank assets. 
2. Ensure the availability of more accurate reports. 
3. Improve compliance with applicable regulations. 
4. Reducing financial / loss, the impact of 

irregularities including fraud / fraud, and 
violation of aspects of prudence. 

5. Increasing organizational effectiveness and 
increasing cost efficiency. 

 
Elements of the Internal Control System The 

COSO (Committee of Sponsoring Organizations of 
the Treatway Commission) introduces five internal 
control components that are interconnected with each 
other, namely(Tampubolon, 2005): 
1. Control Environment  

2. Risk Assessment 
3. Control Activities 
4. Informasi dan Komunikasi  
5. Monitoring 
Weak internal control systems in banking institutions 
can cause (Bank Indonesia, 2003) 
 lack of oversight mechanisms, unclear 

accountability of Bank management and failure 
in developing a culture of internal control at all 
levels of the organization; 

 Inadequate implementation of the identification 
and assessment of risks from the Bank's 
operational activities; 

 the absence or failure of a principal control of the 
Bank's operational activities, such as the 
separation of functions, authorization, 
verification and review of the risk exposure and 
performance of the Bank; 

 lack of communication and information between 
levels in the Bank's organization, especially 
information at the take-up level 

 decision about the decrease in the quality of risk 
exposure and 

 application of corrective actions; 
 inadequate or ineffective internal audit program 
 and other monitoring activities; 
 lack of commitment by the Bank's management 

to carry out internal control processes and 
enforce strict sanctions 

3 RESEARCH METHOD 

This type of research method is applied research that 
uses comparative methods in analyzing data. The 
object of research is the internal control system of 
providing credit to PT. BPR X Tembung. The type of 
data used in this study is qualitative data. The data 
sources used in this study are: 
 Primary data, obtained directly from the object of 

research in the form of data relating to the 
procedure of lending and control. 

 Secondary data, obtained from the company in 
the form of data and documents at PT. BPR X 
Tembung and from other sources such as books, 
journals, financial service authority regulations 
(OJK) and Bank Indonesia.  

 
The data collection techniques used by the authors in 
this study are: 
 Observation, namely making direct observations 

of activities or procedures for granting credit to 
PT. X Tembung, with the aim of getting the data 
needed in this study. 
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 Documentation, which is collecting data based 
on documents and other related written reports 

 directly with this study. 
 Interviews, namely conducting interviews with 

employees and Directors at BPR X Tembung. 

4 ANALYSIS 

Lending by BPR X Tembung in 3 consecutive years 
has resulted in net profit, non-performing loans and 
loan to deposit ratio as shown in the following table: 
 

Table 1: Lending by BPR X Tembung 

Year 

Loan to 
Deposit 
Ratio 

(LDR) 

Bad Credit NPL 

2014 83,78 % Rp 154.148.200 0,8881 % 

2015 67,62 % Rp 73.442.300 2,48 % 

2016 66,80 % Rp 205.297.600 5,66 % 

 
From the table it can be seen that the LDR is very 

large, the total channeled loans increase, but the net 
profit decreases, and the condition of the NPL on 
BPR X Tembung has increased sharply over the past 
3 years. This can occur because of the abundant third 
party funds indicated by the percentage of LDR.  

Because third party funds are abundant and there 
is a huge opportunity to get profits from lending, 
credit is also being intensified to make a profit. 
However, credit is experiencing congestion in 
payments of principal and interest, so that it can affect 
BPR income. In order to obtain optimal profit with 
minimal bad credit risk, it can be achieved, it is 
necessary to have a controlled and optimal credit 
management through an internal control system in 
granting credit. If the internal control structure that is 
owned is consistent and adequate in granting credit, 
then the implementation of credit provision can be 
controlled and can prevent the occurrence of errors 
that can be detrimental. Analysis of the internal 
control system of PT. BPR X can be described as 
follows according to COSO: 
 
1. Control Environment 
PT. BPR X Tembung has an organizational structure, 
job description and decree that clearly explains the 
division of tasks, responsibilities and work 
relationships. However, there is still an 

implementation that is not in accordance with the 
organizational structure, namely the existence of 
vacant positions (bill monitoring section). 

In terms of integrity and ethical values, PT. BPR 
X does not yet have a code of ethics guideline that 
directs the ethical behavior of every employee, 
especially employees in lending. Ethics and integrity 
are carried out only based on Bank Indonesia 
guidelines 

In human resource policies, PT. BPR X Tembung 
has procedures for the acceptance of new employees, 
training, promotions, compensation. PT. BPR X also 
has training activities & other motivational activities. 
 
2. Risk assessment 
PT. BPR X Tembung has not carried out a 
comprehensive risk assessment and has no risk 
universe and risk register. In credit distribution, only 
5 C debtors are assessed. Important risk assessment is 
carried out to design and implement internal controls 
that are still needed in lending. 
 
3. Control Activities 
There are performance reviews conducted by top 
management namely directors in terms of achieving 
credit targets every month, against the target bills that 
must be achieved every month and debtor payment 
reports from month to month.  

PT. BPR X Tembung also has and runs credit 
policies and procedures contained in the Guidelines 
for BPR (PKPB), and BPR X Tembung Credit 
Guidelines (PP). 

Segregation of duties in the procedure of lending 
is carried out by several related functions. In the 
credit process there are multiple functions, namely 
survey functions and analysis functions carried out by 
the same person from AO Lending which can cause 
fraud where analysis is not carried out based on the 
actual condition of the debtor. In terms of monitoring 
bills there is a double duty. The task of monitoring 
bills is carried out by other parts randomly, no special 
unit is set to run). 

There are certain controls or functions to check the 
accuracy, completeness and feasibility of authorizing 
all transactions credit, namely the internal control 
department. 
 Credit distribution is carried out when authorized 

by the authorities. 
 Credit documents are prenumbered. 
 Recording in journal is based on evidence of 

incoming credit that has been authorized by the 
authorized function and enclosed by a complete 
document. 
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In terms of physical control of assets, BPR X 
performs physical matching between credit 
documents, collection documents, proof of cash 
receipts and debtor books. This is done by the Internal 
Audit Function 
 
4. Information and communication 
There is an accounting information system that 
includes methods and records in order to identify, 
classify, analyze, classify, record / record and report 
bank transactions contained in the PKPB & PP BPR 
X Tembung. PT. BPR X also owns and runs a credit 
management information system in the form 
electronic or not electronic or system manuals using 
forms / books / notes. 
 
5. Monitoring 
Monitoring should be carried out continuously 
through the implementation of internal audits or 
annual audits conducted by external auditors. Even 
though it has an SPI function, based on the results of 
the study, information is obtained that no audit has 
been carried out in the process of lending, which 
includes evaluation of risks and internal controls. 
Monitoring in the BPR is only on checking 
documents and administration related to the 
implementation of lending by internal control by 1 
person. Credit monitoring is carried out by taking into 
account the debtor's loan deadline which must be 
immediately visited or levied. Giving a warning to the 
debtor if the installments or interest that are due are 
not paid on time there are 3 times. Giving warnings 
using the desk call and sms blast that has been 
automated, and a letter for the third warning. 

5 RESULTS 

From the results of the analysis it was found that the 
increase in bad credit at PT. BPR X Tembung can be 
seen from the increase in the ratio of Non Performing 
Loans, where the NPL of BPR X increased to 5.66% 
in 2016. The increase in NPL could be caused by 
external factors and internal factors. One of the 
internal factors that influence the increase in problem 
loans is the weak application of the Internal Control 
Structure. Based on the results of the analysis, the 
internal control of PT. BPR X must be addressed 
immediately to reduce the risk of non-performing 
loans. Some recommendations from the results of the 
analysis of the Internal Control Structure of PT. BPR 
X Tembung is: 
1. Improve organizational structure and complete 

with clear job descriptions and performance 

targets in lending. Empty positions must be filled 
immediately so that responsibility for managing 
functions can be established. 

2. Implement comprehensive risk management and 
risk assessment in the function of lending. 
Extensive risk assessment on the function of 
lending must be followed by self assessment 
(CSA) so that the risks of lending can be 
immediately anticipated with adequate internal 
controls. 

3. The segregation of duties in lending is carried out 
by separating the functions of the survey and 
analysis so that the giving credit more leverage 
and prevent fraud. 

4. In terms of monitoring bills, it is recommended 
that a special unit be assigned to carry out the 
task of monitoring bills so that there is no 
duplication of tasks that can cause fraud and 
hinder other work. 

5. Add personnel to the Internal Control department 
and further develop the Internal Control program 
or establish a special work unit for active 
monitoring of the overall implementation of 
lending (Audit Committee). Internal Audit / 
Audit Committee will usually carry out analysis, 
assessment and submission of suggestions. Audit 
helps implement systematic, disciplined 
evaluations & enhances the effectiveness of risk 
management, control & regulatory processes, 
and organizational management. This internal 
audit is an added value that enhances BPR 
operations. 

6. Monitoring economic developments and 
competing business debtors when current loans 
can help BPR anticipate events that will occur on 
loans. So that the relationship that wants to be 
built between BPR and debtors that are not just 
money and bank relations can be realized, thus it 
can also create loyalty, and the family 
atmosphere desired by BPR can be achieved. 
 

 

6 CONCLUSIONS 
Based on the discussion and analysis described 
previously, the authors concluded that: 
1. BPR X Tembung has an organizational structure 

that is not suitable for its implementation, namely 
the existence of vacant positions (bill monitoring 
section). PT. BPR X should always make 
adjustments and improve organizational 
structures so that channels or information flows 
are adequate, the objectives and processes 
implemented are in line. 
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2. BPR X Tembung does not carry out risk 
management thoroughly. BPR X Tembung only 
assesses the risk of the debtor (principle 5C). 
BPR X should carry out risk management as a 
whole because it can affect the achievement of 
goals or objectives. 

3. In the credit process there is a multiplication of 
functions, namely the survey function and 
analysis function carried out by the same person 
from AO Lending which can cause fraud. BPR X 
should separate the multiple functions that are in 
the lending process, namely credit surveys and 
analyzes conducted by people who are different 
from AO lending. 

4. In terms of monitoring bills there is a duplicate 
of tasks (the task of monitoring bills is done by 
other parts randomly, no special unit is set to run) 
which can cause fraud and inhibit other work. 
BPR X should reassign the bill monitoring 
function unit, so that there is no duplication of 
duties. 

5. BPR X only monitor the completeness of 
documents and administration related to the 
implementation of lending by internal control by 
1 person only and there is no stipulation or 
establishment of a special work unit to actively 
monitor the overall implementation of lending. 
BPR X should add personnel to the Internal 
Control section and further develop the internal 
control program or establish an Audit Unit or 
Audit Committee to actively monitor the overall 
implementation of lending (monitoring 
objectives, achievement strategies, financial 
reporting, compliance with regulations, internal 
controls, and recruitment and supervision). 
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Abstract: This study aims to examine and analyze the effect of the number of entertainment taxpayers, the number of 
population, the number of foreign tourists and inflation rate on entertainment tax revenues and the Gross 
Regional Domestic Product (GRDP) at current market price as a moderating variable. This study uses 
quantitative research by obtaining secondary data while the technique of collecting data is documentation 
which is recording and copying the data. The population number of this study is obviously unlimited and the 
sampling method is non probability sampling. The data observed are based on the publication data in the 
year of 2015 to 2017 which comprises of 36 different data. The study applies multiple linear regression test 
models. The study found that all independent variables simultaneously have a positive and significant effect 
on dependent variable. The study also found that inflation rate is the only variabel that partially does not 
have a significant effect on the dependent variable while the GRDP) at current market price can moderate 
each variable towards entertainment tax revenues. 

1 INTRODUCTION 

Regional autonomy provided by the central 
government give the independence and flexibility 
for local government to govern and manage 
community within its administrative area in 
accordance with regulations which in the end is 
expected to improve people's welfare.  This is 
indicated by the issuance of Law No. 32 /2004 
which was revised into Law No. 23/2014 concerning 
Regional Government (Republik Indonesia, 2014). 

The municipality of Batam is one of the regions 
that is given the autonomy right to manage its own 
government affairs even the city itself is assisted by 
the Batam  Development Agency (BP Batam) as an 
extension of the central government to govern  the 
city. In carrying out regional autonomy or 
governance, the municipal government requires 
funds for the operations of its activities as adopted in 
the budget for regional expenditure (APBD). The 
genuine regional income itself is a very potential 
financial source and it must be increased to finance 
the expenditure or operations of the government. 
The role of regional taxes and levies as the main 

source of regional income beside the balance funds 
obtained from the exploitation of natural resources 
will greatly determine the strength of the Regional 
Budget (APBD) (Darwin, 2010). With the existence 
of these funding sources, regional communities will 
also enjoy their development while in the same time 
every citizen must be aware that by increasingly 
enjoying the results of development the people's 
responsibility for taxes in the implementation of 
development is even greater (Wardani and Asis, 
2017). 

The obligation of a country is to serve the needs 
of its people as well as the region. To be able to 
serve the needs of the people of the region, the 
regions need to be given authority both in terms of 
government politics and finance to finance their 
activities (Darwin, 2010). Therefore, Law No. 33 
/2004 concerning Financial Balance between the 
Central Government and the Regional Government 
and Law No. 28/2009 concerning Regional Taxes 
and Regional Retributions as a source of regional 
finance even supported by the existence of the MPR 
Decree Number XV/MPR/1998.  
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The Law No. 33/2004 states that every region 
has a regional regulation (Perda) under the central 
laws or even bound by the central law (Republik 
Indonesia, 2004). The municipal governmeny of 
Batam issued Perda No. 15/2001 concerning the 
regional tax of the municipal as an alternative 
financing for the government to implement regional 
autonomy (Pemerintah kota Batam, 2001). 

In the tax context, considering that Batam 
geographical area is an industrial city where the 
majority of the population is industrial workers, it 
requires entertainment place and facilites to reflect 
their mind. The subject of entertainment tax is an 
individual who enjoys entertainment and a business 
entity that organizes entertainment. Therefore the 
large number of residents both domiciled or regional 
and foreign tourists have a contribution in 
entertainment tax revenues. Even the municipal 
governmet itself wants the city to be placed not only 
for industrial side but also for tourist destination so 
that the increase in taxpayers, residents and tourists 
is a potential object for the municipal government to 
increase its local income.  The size of the central 
tax and regional tax revenues will be largely 
determined by the population (Musgrave in Lubis, 
2017). (Wardhono, Indrawati and Gema, 2012) In 
the results of Musgrave’s research, it was stated that 
one of the potential taxes is entertainment tax. 
"Taxes that are very potential are derived from the 
hotel and restaurant tax, entertainment tax, public 
street lighting tax and class C mining  tax". 

The municipal city of Batam  is also an area that 
is very close to Singapore and Malaysia. The high 
number of tourist visitors outside of  the region and 
abroad as well as the great number of people 
working in the city work requires entertainment 
faciliies and the tourism sector is expected to 
increase the city genuine income (PAD) from the 
entertainment tax sector. 

Macroeconomic stability is one of the important 
conditions for maintaining sustainable growth and 
achievement of development targets so that the 
inflation rate and per capita income also bring 
contribution in entertainment tax revenues. The 
inflation rate is one of the important components in 
influencing economic stability since inflation and 
income are related to the prices of basic and general 
goods. Inflation is a process of increasing prices that 
prevail in an economy (Sukirno, 2002). Therefore 
the public will be more inclined to choose to 
withhold financial expenses even for entertainment 
and travel if income and expenses are not balanced. 

The following data is the target and realization of 
the revenues from the entertainment tax in the 
municipal city of Batam for the year of 2015-2017. 

 

Table 1: Target & Realization Revenues of 
Municipal City of Batam in  2015-2017 

Year Realization  Target 
2015 14,959,000,000  17,471,447,712 
2016 20,645,400,000  19,995,079,994 
2017 24,608,000,000  23,806,496,302 

Source: Dispenda Kota Batam (2018) 

2 THEORICAL FRAMEWORK 

Local Tax  
The definition of tax  according to  Rochmat 
Sumitro in Darise (2009) is “the contribution of the 
people to the state treasury based on the law (which 
is forced) by not receiving reciprocal services 
(counter-achievements) which can be directly shown 
and used to pay for public expenditure” (Darise, 
2009). While Darwin in a book entitled “regional tax 
and regional retribution (2010)”, proposed the 
regional taxes in general are taxes  those are 
collected by the regions based on tax regulations 
stipulated by the regions for the benefit of local 
government household financing as public legal 
entities (Darwin, 2010). 

From the above mentioned definition, it can be 
concluded that regional taxes have these elements: 
obligatory contributions or coercion to the, indirect 
or reciprocal benefit for paying taxes and it used for 
public or public purposes. 
 
Entertainment Taxpayer 
Darise (2009) defines entertainment as all types of 
shows, games, dexterity games, and/or crowds with 
any name and form, which is watched or enjoyed by 
everyone with a fee, not including the use of 
facilities for exercise (Darise, 2009). In the local 
government regulation, Perda No. 7/2017 on article 
17/2 states that “entertainment taxpayers are 
individuals or bodies that organize 
entertainment”.The object of entertainment tax is 
entities or institution that organizes entertainment 
and picks up and or receives fees from the business 
(Pemerintah kota Batam, 2017). The Perda No. 
7/2017 furthermore states the entertainments ranging 
from film show; performances of art, music, dance; 
bodybuilding, and the like; exhibition; circus, 
acrobatics, and magic; billiard game; bowling game; 
horse racing/motorized vehicles; fitness center; 
sports match; fashion shows, beauty counters; 
discotheques, karaoke, night clubs, and the like; 
massage parlor, reflection, steam bath/spa; and 
dexterity game (Pemerintah kota Batam, 2017). 
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Number of Population 
Population is a number of legitimate people who 
inhabit an area or country and obey the provisions of 
that region or country. The amount of regional 
genuine income can be influenced by the population, 
if the population increases, the income drawn will 
also increase (Asmuruf, Rumate and Kawung, 
2015). 
 
Foreign Tourists  
The word "tourist" comes from Sanskrit "wisata" 
which means "travel" which can be equated with the 
word "travel" in English. Tourists are the same as 
the word "traveler" which is a person who travels 
(sihotang, 2015). The large number of tourists both 
foreign and domestic tourists who visit tourism 
objects (Nugraha, 2014). 
 
Inflation 
Inflation is a measure of the economy that gives an 
idea of the rising average prices of goods and 
services produced in an economic system (Yulianti 
and Suratno, 2015). 
 
GRDP at Current Market Price  
Measuring the progress of an economy requires the 
right measuring instrument, in the form of a measure 
of economic growth for instance  Gross Domestic 
Product (GDP) or at the regional level called Gross 
Regional Domestic Product (GRDP) which is the 
amount of goods or services produced by an 
economy within time of one year and stated in 
market prices (Supartoyo, Tatuh and Sendouw, 
2013). 
 

3 RESEARCH METHOD 

Types and Data Sources 
The data used in this study are secondary data on 
entertainment tax revenues  for 3 different years 
with monthly observations (time series) from 
January 2015 to December 2017. The data consists 
of reports on entertainment tax revenues, the number 
of entertainment taxpayers, residents, foreign 
tourists, inflation and GRDP at market prices in the 
municipal city of Batam. 

To test the classic assumption on this secondary 
data, the researcher conducted a normality test, 
multicollinearity test, and autoclaving test. 

a. Normality Test 
The normality test aims to test whether in the 
regression model, the independent variable and the 
dependent variable both have a normal distribution 

or not (Ghozali, 2013). Normality testing in this 
study uses the Kolmogrov-Smirnov testing method 
and histogram diagram. The decision making criteria 
are: 
1. If the value is sig. or probability> 0.05, then the 

data is normally distributed. 
2. If the value is sig. or probability <0.05, then the 

data is not normally distributed. 
It can also be seen on the histogram diagram 

where the basis for decision making is that if the 
histogram chart is not leaning left and right, the 
research data is normally distributed, and vice versa. 

b. Multicolliearity Test 
The multicollinearity test was conducted with the 
aim to find out whether the regression model found a 
correlation between the independent variables. To 
detect whether a regression model has 
multicollinearity, it can be checked  b  using VIF. 
VIF stands for Variance Inflation Factor. VIF value 
<10 means that there is no serious multicollinearity 
in the regression model. 

c. Heterocedasticity Test 
Heterocedasticity is a residual variant that is not 
constant in regression so that the accuracy of the 
predicted results becomes dubious. The model used 
is to use a scaterplot graph. Multiple linear 
regression models are said to have no 
heterocedasticity if the physical residue does not 
form a pattern so the data is free from assumptions 
about heterocedasticity. 

d. Auto Correlation Test 
The auto correlation test aims to test whether in the 
model, linear regression there is a correlation 
between disturbing errors in period t with errors in 
period t-1 (before). This problem arises because the 
residuals are not free from one observation to 
another. Detection of the presence or absence of 
autocorrelation in this study is by looking at the 
calculated value of Durbin Watson by selecting the 
following autocorrelation test: 
a. If d <dL, there is autocorrelation 
b. If d> dU there is no autocorrelation 
If dL <d <dU then the test is not convincing or there 
are no definite conclusions. 
 
Multiple Regression Test 
To find out the influence of the independent 
variables partially and simultaneously has a 
significant effect on the dependent variable; the 
statistical analysis used is to use multiple regression 
analysis. The testing of the moderating variable uses 
the residual test, where the multiple regression 
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equation in model I and residual test in model  II, 
namely: 
Y = �0 + β1X1 + β2X2 + β 3X3 + ε……. 
Y = Entertainment Tax Receipt Report 
b0 = Intercept 
b1=Regression Coefficient Number of entertainment                           
taxpayers 
b2 = Population Regression Coefficient 
b3 = Regression coefficient of foreign tourists 
b4 = Inflation Regression Coefficient 
X1 = Number of entertainment taxpayers 
X2 = Number of residents 
X3 = Number of foreign tourists 
X4 = Inflation 
Y = Entertainment tax review report 
E = error 
 
Research Hypothesis Test  
The method used to test the first hypothesis uses 
multiple regression analysis. The first hypothesis is 
tested by determining the level of significance with 
the simultaneous test (F test and R2 Test) and the 
partial test (t- test) as follows: 
 
a. Determination Test (R2) 
Determination Test (R2) is used to measure the 
extent of the ability of the model to explain the 
variation of the dependent variable. The coefficient 
of determination is between zero and one. A value 
close to one means that the independent variables 
provide almost all the information needed to predict 
variations in the dependent variable. From the above 
research using more than 2 variables, then adjusted 
R square is used because it is more accurate than R2. 
 
b.Test F Statistic (Simultaneous Significance 
Test) 
F test aims to determine the effect of independent 
variables and the dependent variable simultaneously. 
To find out whether there is a significant effect of 
each independent variable on a dependent variable. 
Significantly free at 0.05, can be concluded 
(Ghozali, 2013). Guidelines used to accept or reject 
hypotheses, which is:  The hypothesis is accepted if 
F-count> F-table, or p-value in the sig column. 
<level of significant (α) 5%. The hypothesis is 
accepted if F-count <F-table, or p-value in the sig 
column. > level of significant (α) 5%. 
 
c. Statistical test t (Partial Significance Test) 
The t statistical test basically shows how far the 
influence of one explanatory variable individually in 
explaining the dependent variables (Kuncoro, 2013). 
This test is used to determine the effect of the 

number of taxpayers, population numbers, number 
of foreign tourists, the number of variable inflation 
towards variables, namely entertainment tax 
receipts. Guidelines used to accept or reject 
hypotheses, which is:  The hypothesis is accepted if t 
count> t-table or p-value in the sig column <level of 
significant (α) 5%. The hypothesis is accepted if t 
count <t-table or p-value in the sig column. > level 
of significant (α) 5%. 
 
d. Moderation Test (Residual Test)  
Moderation Test (residual test) is used to test 
whether the variable Z (GRDP) is able to moderate 
the relationship between variables X to variable Y. 
The calculation in this study, first calculated the 
correlation coefficient using SPSS 19 with model I 
as follows: 

Z = α + bıXı + b2X2 + b3X3 + b4X4 + e ... (1)  
| e | = α + b5Y .... (2) 

4 ANALYSIS 

To test the classic assumption on this secondary 
data, the researcher conducted a normality test, 
multicollinearity test, and autoclaving test. 
 
a. Normality Test 
The normality test aims to test whether in the 
regression model, the independent variable and the 
dependent variable both have a normal distribution 
or not (Ghozali, 2013). Normality testing in this 
study uses the Kolmogrov-Smirnov testing method 
and histogram diagram. The decision making criteria 
are: 
1. If the value is sig. or probability> 0.05, then 
the data is normally distributed. 
2. If the value is sig. or probability <0.05, then 
the data is not normally distributed. 
It can also be seen on the histogram diagram where 
the basis for decision making is that if the histogram 
chart is not leaning left and right, the research data is 
normally distributed, and vice versa. 
 
b. Multicolliearity Test 
The multicollinearity test was conducted with the 
aim to find out whether the regression model found a 
correlation between the independent variables. To 
detect whether a regression model has 
multicollinearity, it can be checked  b  using VIF. 
VIF stands for Variance Inflation Factor. VIF value 
<10 means that there is no serious multicollinearity 
in the regression model. 
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c. Heterocedasticity Test 
Heterocedasticity is a residual variant that is not 
constant in regression so that the accuracy of the 
predicted results becomes dubious. The model used 
is to use a scaterplot graph. Multiple linear 
regression models are said to have no 
heterocedasticity if the physical residue does not 
form a pattern so the data is free from assumptions 
about heterocedasticity. 
 
d. Auto Correlation Test 
The auto correlation test aims to test whether in the 
model, linear regression there is a correlation 
between disturbing errors in period t with errors in 
period t-1 (before). This problem arises because the 
residuals are not free from one observation to 
another. Detection of the presence or absence of 
autocorrelation in this study is by looking at the 
calculated value of Durbin Watson by selecting the 
following autocorrelation test: 
a. If d <dL, there is autocorrelation 
b. If d> dU there is no autocorrelation 
c. If dL <d <dU then the test is not convincing or 
there are no definite conclusions. 
 
Multiple Regression Test 
To find out the influence of the independent 
variables partially and simultaneously has a 
significant effect on the dependent variable; the 
statistical analysis used is to use multiple regression 
analysis. The testing of the moderating variable uses 
the residual test, where the multiple regression 
equation. 
 
Research Hypothesis Test  
The method used to test the first hypothesis uses 
multiple regression analysis. The first hypothesis is 
tested by determining the level of significance with 
the simultaneous test (F test and R2 Test) and the 
partial test (t- test) as follows: 
a. Determination Test (R2) 
Determination Test (R2) is used to measure the 
extent of the ability of the model to explain the 
variation of the dependent variable. The coefficient 
of determination is between zero and one. A value 
close to one means that the independent variables 
provide almost all the information needed to predict 
variations in the dependent variable. From the above 
research using more than 2 variables, then adjusted 
R square is used because it is more accurate than R2. 
 
 
 

b.Test F Statistic (Simultaneous Significance 
Test) 
F test aims to determine the effect of independent 
variables and the dependent variable simultaneously. 
To find out whether there is a significant effect of 
each independent variable on a dependent variable. 
Significantly free at 0.05, can be concluded 
(Ghozali, 2013: 98 ) Guidelines used to accept or 
reject hypotheses, which is:  The hypothesis is 
accepted if F-count> F-table, or p-value in the sig 
column. <level of significant (α) 5%. The hypothesis 
is accepted if F-count <F-table, or p-value in the sig 
column. > level of significant (α) 5%. 
 
c. Statistical test t (Partial Significance Test) 
The t statistical test basically shows how far the 
influence of one explanatory variable individually in 
explaining the dependent variables (Kuncoro, 2013). 
This test is used to determine the effect of the 
number of taxpayers, population numbers, number 
of foreign tourists, the number of variable inflation 
towards variables, namely entertainment tax 
receipts. Guidelines used to accept or reject 
hypotheses, which is:  The hypothesis is accepted if t 
count> t-table or p-value in the sig column <level of 
significant (α) 5%. The hypothesis is accepted if t 
count <t-table or p-value in the sig column. > level 
of significant (α) 5%. 
 
d. Moderation Test (Residual Test)  
Moderation Test (residual test) is used to test 
whether the variable Z (GRDP) is able to moderate 
the relationship between variables X to variable Y. 
The calculation in this study, first calculated the 
correlation coefficient using SPSS 19. 

5 RESULTS AND DISCUSSION 

The result of the study are described as follows: 
Classical Assumption Test Results 
a. Normality test 
The above normality test table found a significance 
value of 0.986 so that it can be said explicitly that 
the dependent variable has been normally 
distributed.  
 

Tabel 2: Normality test 
One-Sample Kolmogorov-Smirnov Test 

  
Entertainment 
Tax Receipt 

N 36 
Normal Mean 1702028443 
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Parametersa,b Std. Deviation 254709276.3 

Most 
Extreme 
Differences 

Absolute 0.076 
Positive 0.076 

Negative -0.068 

Kolmogorov-Smirnov Z 0.453 
Asymp. Sig. (2-tailed) 0.986 

a. Test distribution is Normal. 

b. Calculated from data. 
 
b. Multicolliearity Test 

 
Table 3: Multicolliearity Test 

Coefficientsa 

Model 
Collinearity Statistics 

Tolerance VIF 
entertainment 
taxpayer 

        0.944           1.059 

 
number of  
population  

        1.000           1.000 

Number of foreign 
tourists 

        0.960           1.042 

inflation         0.979           1.022 
GRDP prices apply         1.000           1.000 

a. Dependent Variable: entertainment tax revenue 

 
 
Based on the table above, it shows that the tolerance 
value of statistics is ≤ 0.10 and VIF ≤ 10. So it can 
be concluded that there is no multicolliearity or 
correlation between independent variables. 

c. Heteroscedasticity 

 
Figure 1: Scatterplot Heteroscedasticity 

Based on the scatter plot above it can be seen 
that there are spots that spread randomly, do not 
form a certain pattern or are irregular so that the 
linear regression model can be said to have no 
heterocedasticity. 

 

d. Autocorrelation Test  

Table 4: Autocorrelation Test 

Model Durbin-Watson 
1 2.187 

b. Dependent Variable: 
entertainment tax revenue 

 
In the above test results there is a Durbin-Watson 
value of 2.187 while the sig 5% table value with n = 
36 and the number k = 5 dU = 1.799 and dL = 1.175 
means that in this table d> dU or 2.187> 1.799 
means that autocorrelation does not occur. 

Multiple Regression Test 
 

Table 5: Multiple Regression Test 

Model 
Unstandardized 

Coefficients 
B Std. Error 

1 

(Constant) -987263383 
79806896

77 
entertainment 
taxpayer 

4585907.06 
652159.0

92 
Number of 
population 

5204.509 561.447 

Number of 
foreign 
tourists 

799.267 1577.955 

Inflation -46873988 
76185015

.6 
 
a. Dependent Variable: Penerimaan 
 
Based on the equation above, we can explain the 
results of multiple linear regression tests as follows: 
1. If the taxpayer (X1) experiences an increase of 

one taxpayer, entertainment tax revenue (Y) has 
increased by Rp. 4,585,907. In other words, if 
there is an increase in entertainment tax 
revenues, this is due to the increase in taxpayer 
objects. 

2. If the population (X2) has increased by one 
person, then entertainment tax revenue (Y) has 
increased by Rp. 5.204 In other words, if there is 
an increase in entertainment tax revenues, this is 
due to the increase in the number of residents 
who enjoy every entertainment held. 

3. If foreign tourists (X3) experience a one-person 
increase, entertainment tax revenue (Y) will 
increase by Rp. 799. In other words, if there is an 
increase in entertainment tax revenues, this is 
due to the increase in the number of foreign 

UNICEES 2018 - 1st Unimed International Conference on Economics Education and Social Science

1016



 

tourists who come and enjoy every entertainment 
held. 

4. If inflation (X4) experiences a one percent 
increase, entertainment tax revenue (Y) has 
decreased by Rp. 46,883,988. In other words, if 
there is a decline in entertainment tax revenues, 
this is due to rising inflation. 

Test of Research Hypothesis 

Table 6: Coefficient of Determination 
Model Summary 

Model R 
R 

Square 
1 .827a 0.683 

a. Predictors: (Constant), (Constant), inflation, 
Foreign tourists, entertainment taxpayer, total 
population 

 
Based on the table above, the value of the coefficient 
(R) is 0.827 which shows the relationship between 
the variables that are strong, with the coefficient of 
determination (R square) of 0.683 in the medium 
category. This value means that the variable number 
of taxpayers, population growth, number of vehicles 
and inflation can explain the variable of 
entertainment tax receipts of 68.3%. While the rest 
is influenced by other variables those are not 
examined in the study. 

Test F (Test Simultaneously)  
 

Table 7: F Test (Test Simultaneously) 
ANOVAa 

Model   F Sig. 

1 
Regression 11.332 .000b 
Residual     
Total     

a. Dependent Variable: entertainment tax 
revenue 

b. Predictors: (Constant), inflation, Foreign 
tourists, entertainment taxpayer, number of 
population 
 

In the table above, it can be seen that the 
calculated F value is 11.332 with a significance of 
0.000. With the use of a significance level (α) of 5%. 
Based on the table obtained significant 0,000 <0.05 
with a ratio of significant levels (α) of 5% shows 
that simultaneously the variable number of 
taxpayers, population, number of foreign tourists, 
and inflation have a significant effect on 
entertainment tax revenue. The results are 
strengthened by comparing between F = 11.332 
which is far greater than Ftable which is 2.53 where 

Ftable is calculated using the provisions of a 
significance level of 5%, with df = nk-1 (in this 
study df = 36-5-1 = 30) , so that the obtained value 
of F table is 2.53, then Fcount> F table or 11.332> 2.53 so 
that it can be concluded that simultaneously all 
independent variables have a positive and significant 
effect or H1 is accepted.  

 
T test (Partial Test)    

Table 8: T Test (Partial Test) 
Coefficientsa 

Model 
Standardized 
Coefficients t Sig. 

Beta 

1 

(Constant)   
-

0.124 
0.903 

entertainment 
taxpayer 

0.821 7.032 0.000 

Number of 
population 

0.846 9.270 0.000 

Foreign 
tourists 

0.063 0.507 0.618 

inflation  -0.078 
-

0.615 
0.545 

 
Based on the regression table above can be 

explained as follows:  
1 tcount value (7,032)> t table (2,042) and significant 

value (0,000) <0,05, then the number of 
taxpayers has a significant effect on 
entertainment tax revenue 

2 tcount (9.270)> ttable (2,042) and significant value 
(0,000) <0.05, then the population has a 
significant effect on entertainment tax revenue. 

3 tcount (0.507) <ttable (2,042) and significant value 
(0,618)> 0.05, then the number of foreign 
tourists does not significantly influence 
entertainment tax revenue 

 Value of tcount (-0.615) <t table (2,042) and 
significant value (0,545)> 0.05, then inflation does 
not have a significant effect on entertainment tax 
revenue. 

 Moderation Test (Residual Test)  
 

Table 9: Residual Test Model 1 
Model Summary 

Model R R Square 

1 .827a .683
a. Predictors: (Constant), (Constant), inflation, 
Foreign tourists, entertainment taxpayer, total 
populationa. Predictors: (Constant), Inflasi, 
WISMAN, WP Hiburan, Jumlah Penduduk 
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Table 10: Residual Test Model 2 
Model Summary 

Model R R Square 

1 .833a .693
a. Predictors: (Constant), PDRB Harga Berlaku, 
WISMAN, Inflasi, WP Hiburan, Julmalah Penduduk 
 The first R Square value is 0.827 or 82.7% 
while after the second equation R2 increases to 
0.833 or 83.3%. Thus it can be concluded that the 
presence of price GDP applies moderating variable 
(Z) will be able to strengthen the relationship 
between the number of residents, the number of 
entertainment taxpayers, inflation, and the number 
of foreign tourists to entertainment tax revenues. 

 
Based on the data analysis above, this study 

present findings as follows: 
1 The results of the partial test shows that the 

influence of the number of entertainment 
taxpayers has a significant effect on entertainment 
tax revenue which is the  significant value of 
0,000 smaller than α = 0.05. The results are in line 
with the study conducted by Iranti Ratna Susanto 
which states that the object of entertainment tax 
has an effect on entertainment tax revenues. This 
is also in accordance with the theory that the more 
tax objects, the more revenues.  

2 The results of the partial test shows that the 
influence number of population has a significant 
effect on entertainment tax revenue. This can be 
seen with a significant value of 0,000 smaller than 
α = 0.05. The results are in line with the cohesive 
study which states that population growth has a 
significant effect on economic growth in Demak 
Regency. 

3 The number of foreign tourists has no significant 
effect on entertainment tax revenues. A significant 
value of 0.618 is greater than the value of α = 
0.05. This is because the municipal city of Batam 
was originally initiated by as an industrial city, but 
lately the government has also initiated to become 
a tourist city.  

4 Inflation does not have a significant effect on 
entertainment tax revenues. A significant value of 
0.545 is greater than the value of α = 0.05. This is 
because the average inflation is still in the low 
category so that inflation does not give a bad 
effect to the economy but encourages the economy 
to be better. This result is not in line with the 
research conducted by Olivia & Ivan Yudianto 
which states that inflation has a significant 
positive influence.  

The results of the analysis of the value of the first R 
Square are 0.722 or 72.2% while after the equation 
the second R2 has risen to 0.727 or 72.7%. Thus it 
can be concluded that the presence of price GDP 
applies moderating variable (Z) will be able to 
strengthen the relationship between the number of 
residents, the number of entertainment taxpayers, 
inflation, and the number of foreign tourists to 
entertainment tax revenues. 

6 CONCLUSIONS 

The study concludes that all independent variables 
simultaneously have a positive and significant effect 
on entertainment tax revenue. Meanwhile the 
taxpayers, population and number of foreign tourists 
also partially have a significant effect on 
entertainment tax revenues but inflation has no 
significant influence.  The GRDP at current market 
price  is able to moderate the influence of the 
number of taxpayers, population, number of foreign 
tourists and inflation on entertainment tax revenues. 
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Abstract: This research aims to find out and analyze the effect of the quality of human resource, information system 
of regional financial management, and regional asset management toward the quality of financial statement 
of regional staff organization in the Deli Serdang Regency Government. This is a causal research that uses 
primary data. The research population is all regional staff organizations in the Deli Serdang Regency 
Government which amounts to 54 organizations. The research sampling takes all populations to be the 
samples. The Research Analysis Unit is the Officials of Financial Administration in the regional staff 
organization in the Deli Serdang Regency Government consisting of 54 people. The data collection method 
of the research was conducted by distributing questionnaires. The hypothesis testing was carried out using 
multiple linear regression analysis. The findings showed that the quality of human resource, information 
system of regional financial management and regional asset management simultaneously has significant 
effect on the quality of financial statement of regional staff organization. Partially, the quality of human 
resource and information system for regional financial management has significant effect on the quality of 
financial statement of regional staff organization. Meanwhile, the regional asset management does not have 
a significant effect on the quality of the financial statement of regional staff organization. 

 

1 INTRODUCTION 

(Law  No 23 of 2014) and (Law No 33 of 2004), 
concerning regional government and central and 
regional financial balances, provide broad authority 
to regions to organize good and clean government. 
The delegation of authority is accompanied by the 
submission and transfer of funding, facilities and 
infrastructure, and human resources (HR) within the 
framework of Fiscal Decentralization. 

The quality of financial statement can explain 
four qualitative characteristics of financial statement 
(reliable, relevant, understandable and comparable); 
i.e. financial statement that meets normative 
requirements in the presentation to local 
governments so that they can meet the expected 
quality.(Bastian, 2005) stated that the financial 
statement of the regional government is part of the 
financial reporting process that presents a structured 

financial position of transactions carried out by a 
regional government entity. The Financial Statement 
of Regional Government (LKPD) basically is a joint 
or consolidated result from the financial statement of 
Regional Staff Organization (OPD). 

The quality of good financial statement requires 
the quality of human resource that can apply the 
accounting logic to the preparation of financial 
statement of regional government. The quality of 
human resource is the ability of human resources to 
carry out their duties and responsibilities with the 
provision of adequate education, training and 
experience (Husna, 2013).Furthermore, Werther and 
Davis in (Sutrisno, 2011)suggested that human 
resources are employees who are ready, capable, and 
alert to achieving organizational goals. 

Based on preliminary observations of Human 
Resources in the Deli Serdang Regency 
Government, there were still agency employees, 
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who were in charge of the financial and asset sub-
sections, especially those who held positions as 
Financial Administration Officers (PPK), were not 
supported by accounting education. This condition is 
contrary to good management principles that adhere 
to the principle of ‘the right man in the right place’. 

The Deli Serdang District Government has 
utilized a computer-based information system of 
regional financial management through financial 
applications made by the Financial and 
Development Supervisory Agency (SIMK) named 
the Information System of Regional Management 
(SIMDA) since 2014. By the use of SIMDA 
application, every financial management within the 
Deli Serdang Regency Government ran quickly in 
obtaining data; for instance, how much is the 
percentage of fund absorption for each activity in the 
Deli Serdang Regional Government from time to 
time. The final results of the information system of 
regional financial management can be in the forms 
required by regional organizational financial 
managers (OPD); among others, periodic reports and 
annual reports. 

At the 2016 examination of Deli Serdang 
Regency LKPD by the Supreme Audit Agency of 
the Republic of Indonesia (BPK RI) from North 
Sumatra representatives, they still found a fixed 
asset inventory that was problematic and was not in 
accordance with government accounting standards in 
the OPD of Education Office, Public Works Agency 
and Spatial Planning and Office of Housing and 
Settlement Areas. The Head of Accounting 
Subdivision of the Regional Financial and Asset 
Management Agency of Deli Serdang Regency 
mentioned that the findings of the problematic 
inventory of assets in the OPD were land under the 
road and irrigation of the working area of Deli 
Serdang Regency which had not yet been certified 
and had poor asset order which means that the asset 
records still overlap among the OPDs. 

 
 

 

2 RESEARCH METHOD 

 
This research was conducted through a scientific 
approach using theoretical structures to construct 
one or more hypotheses that require quantitative 
testing and statistics. This research examines the 
Effect of Quality of Human Resource, Information 
System of Regional Financial Management and 
Regional Asset Management toward the Quality of 
Financial Statement of Regional Staff Organization 
(OPD) in Deli Serdang Regency Government. The 
authors applied causal research using quantitative 

approach. Causal research is conducted to 
investigate causal correlation by observing the 
consequences that occur and the factors (causes) that 
cause the possibility of these consequences. In this 
research, the independent variable (cause) is the 
variable that affects dependent variable and vice 
versa (Sinulingga, 2017). 

This research was conducted at the Regional 
Staff Organization (OPD) within the Deli Serdang 
Regency Government from March 2018 to June 
2018. The research population was the Regional 
Staff Organization (OPD) within the Deli Serdang 
Regency Government which amounted to 54 OPDs. 
The research sampling applied the Census Method. 
Saturated sampling or census method is a sampling 
technique used when all members of the population 
are used as samples (Sugiyono, 2004).The research 
sampling took all populations as the samples as 
many as 54 respondents. The Research Analysis 
Unit is the Officials of Financial Administration 
(PPK) of OPD in the Deli Serdang Regency 
Government, amounted to 54 people. 

 
2.1 Transforming Ordinal Data into Interval 

Data using the Method of Successive Interval 
(MSI) 

(Erlina, 2011) mentioned that parametric statistical 
analysis requires at least an interval measuring scale. 
Meanwhile, field data is mostly in the form of data 
with ordinal measuring scales. Interval data occupies 
“higher” level of measurement of data than ordinal 
data because in addition to being multilevel, the 
sequence can also be quantified. Interval data has 
nominal (classification) and ordinal (sequence) 
characteristics. The advantage of interval data is that 
it can be compared in absolute terms, which is not 
owned by ordinal data. However, it does not have an 
absolute zero value as in the ratio data. Research, 
that uses regression, path analysis, or the similar 
things, requires data with the interval scale. 
However, most of the data we get through 
questionnaires has an ordinal scale. Therefore, to 
process it, the data must be increased to the interval 
scale first. One method of data conversion that is 
often used by researchers to increase the level of 
ordinal measurement into intervals is the Method of 
Successive Interval (MSI). 

 
2.2 Multiple Regression Analysis 
Multiple Regression Testing is carried out by 
applying a multiple linear regression equation test. 
Multiple linear regression analysis is a linear 
correlation between two or more independent 
variables (X1, X2, X3, X4, ……Xn) with the 
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dependent variable (Y). This analysis is carried out 
to determine the direction of the correlation between 
the independent variable and the dependent variable 
whether each independent variable is positively or 
negatively correlated. In addition, it functions to 
predict the value of the dependent variable if the 
value of the independent variable increases or 
decreases. The data used usually has interval or ratio 
scale. This model is used to test whether there is a 
causal correlation between the two variables to 
examine how much effect between the independent 
variables on the dependent variable (Quality of 
Financial Statement of Regional Staff Organization 
(OPD)). The equation of multiple linear regression 
used in this research is as follows: 

 
Y= a + β1X1+ β2X2 + β3X3+ e 

Description:  
Y = (Quality of Financial Statement of  

   Regional Staff Organization (OPD)) 
A = Constants (Y value, if X = 0) 
β1, β2, β3 = Regression Coefficient 
X1 = Quality of HR 
X2 = Information System of Financial  
                   Management  
X3 = Asset Management 
e = error term 
 

 
2.3 Testing of Research Hypotheses 
2.3.1 Simultaneous Hypothesis Testing (F-Test) 
It is used to simultaneously determine the effect of 
independent variables consisting of the Quality of 
Human Resource, Information System of Financial 
Management and Asset Management which 
significantly affect the Quality of Financial 
Statement of OPD in Deli Serdang Regency 
Government with confidence level of 95% (α = 5% 
or 0.05). 

The hypothesis model of the F-test includes: 
a. If the significance value is > 0.05, H1 is rejected 

and H0 is accepted. It means that all independent 
variables do not have simultaneous effect on the 
dependent variable. 

b. If the significance value is < 0.05, H1 is accepted 
and H0 is rejected. It means that all independent 
variables have simultaneous effect on the 
dependent or bound variable. 
 

2.3.2 Partial Hypothesis Testing (t-test) 
It is used to partially determine the effect of 
independent variables consisting of the Quality of 
Human Resource, Information System of Financial 
Management and Asset Management which 
significantly affect the Quality of Financial 

Statement of OPD in Deli Serdang Regency 
Government with confidence level of 95% (α = 5% 
or 0.05). Test criteria based on probability are as 
follows: 
a. If the probability (significance) > 0.05 (α), the 

independent variables individually do not affect 
the dependent variable. 

b. If the probability (significance) < 0.05 (α), the 
independent variables individually affect the 
dependent variable. 

 
2.3.3 Coefficient of Determination (Adjusted R2) 
The coefficient of determination (R2) aims to 
measure to what extent the ability of the model to 
explain the variation of the dependent variable. The 
value of the coefficient of determination is between 
0 and 1. The value of R2 reflects the ability of 
independent variables to explain the very limited 
variation of the dependent variable. The fundamental 
weakness of the use of the coefficient of 
determination is the bias towards the number of 
independent variables in the model. Every additional 
1 independent variable, the value of R2 must 
increase no matter the variable has a significant 
effect on the dependent variable or not. Therefore, 
many researchers recommend to use Adjusted R2 

(Ghozali, 2006). 

3 FINDINGS 

3.1 Multiple Linear Regression Test 
Regression analysis is used to determine the effect 
of the quality of human resource, information 
system of regional financial management and 
regional asset management towards the quality of 
financial statement. In this study, n = 54 at a 
significant level of 5% or α = 0.05. 
 
Table 1: Multiple Linear Regression Test 

Model 

Unstandardized 
Coefficients 

Standar
dized 

Coeffic
ients 

t Sig. 

B 
Std. 

Error 
Beta 

  

(Constant) .293 .338 .489 .866 .390 

Quality of 
Human 
Resource 
(X1) 

.423 .107 .251 
3.94
4 

.000 

Information 
System of 
Regional 
Financial 

.217 .100 .131 
2.17
4 

.034 
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Model 

Unstandardized 
Coefficients 

Standar
dized 

Coeffic
ients 

t Sig. 

B 
Std. 

Error 
Beta 

  

Manageme
nt (X2) 

Regional 
Asset 
Manageme
nt (X3) 

.141 .123 .489 
1.15
1 

.255 

 

Based on the above regression coefficient 
table, it produces the following multiple linear 
regression equation model: 
 

Y = 0,293+ 0,423X1 + 0,217X2 + 0,141X3 
 
Based on the above regression coefficient table, 

it produces the following multiple linear regression 
equation model: 
a. The constant value of 0.293 means that if the 

independent variable is zero (0), the variable 
value of the quality of the financial statement of 
the local government will increase by 0.293. 

b. The regression coefficient of the quality of 
human resources (X1) is 0.423 (positive value). 
If other independent variables have fixed values 
and the quality of human resources has 
increased by 1%, the quality of financial 
statements has increased by 0.423. Positive 
coefficient means a positive or unidirectional 
correlation between the quality of human 
resources and the quality of financial 
statements. The better the quality of human 
resources, the better the quality of financial 
statements and vice versa if the quality of 
human resources is inadequate then the quality 
of the financial statements is also not good. This 
is based on the idea that in order to be able to 
produce quality financial statement, the quality 
of the people who carry out the tasks in 
preparing financial statements must be the main 
concern in which the employees involved in 
these activities must understand and master how 
the process and implementation of accounting is 
carried out based on the applicable provisions. 
If employees involved in the preparation of 
financial statements understand and master the 
processes and elements in the financial 
statements, the quality of financial statements 
will be good. 

c. The regression coefficient of the information 
system of regional financial management (X2) 

is 0.217 (positive value). It means that if the 
other independent variables are fixed values and 
the information system of regional financial 
management has increased by 1%, the quality of 
financial statements has increased by 0.217. 
Coefficient is positive, meaning that there is a 
positive or unidirectional correlation between 
the use of information system of financial 
management and the quality of financial 
statements. The better the utilization 
information system of financial management, 
the better the quality of financial statements and 
vice versa. The worse the utilization of 
information system of financial management, 
the worse the financial statements. This is based 
on the idea that the existence of information 
system of financial management specifically 
designed for the process of preparing financial 
statements ranging from recording journals, 
ledgers to all financial reports has been 
systemized using computerization will reduce 
the level of errors in calculations and save time. 

d. The regression coefficient of regional asset 
management (X3) is 0.141 (i.e. positive). It 
means if another independent variable has a 
fixed value and management of regional assets 
has increased by 1%, the quality of financial 
statements has increased by 0.141. Coefficient 
is positive, meaning that there is a positive or 
direct correlation between the regional asset 
management and the quality of financial 
statements. The better the regional asset 
management, the better the quality of financial 
statements and vice versa. The worse the 
regional asset management, the worse the 
quality of the financial statements. It is based on 
the obligation that preparing balance sheet as 
part of the government’s financial statements, 
the recognition and presentation and disclosure 
of regional assets is the main focus. It is because 
the assets have very significant and very 
complex qualities. Administration and reporting 
of fixed assets is very meaningful for the 
fairness of financial statements so that the 
management of regional assets can improve 
reliability, reduce misrepresentation, reduce 
objectivity of information, prevent 
inconsistencies and facilitate the financial 
statement audit process which will ultimately 
improve the quality of financial statements. 
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3.2 Research Hypothesis Testing 
3.2.1 Statistic  F-Test  (Simultaneous  
         Significance Test) 
Below is the result of a simultaneous test (F-test) on 
the quality of human resource, information system 
of regional financial management and regional asset 
management variables. 
 
Table 2: Simultaneous Effect Test with F-Test 

ANOVAa

Model 
Su

m of 
Squares 

Df 
Mean 
Square 

F 
S

ig. 

Regression 
8.4
78 

3 2.826 
2

0.112 
.

000b

Resid
ual 

7.0
25 

50 .141 
  

Total 
15.
503 

53 
   

a.  Dependent Variable: quality of financial 
statement 
b.  Predictors: (Constant), regional asset 
management (X3), information system of 
regional financial   

management (X2), quality of human 
resource (X1) 

 
Based on the above results of the ANOVA test or 

F-test, the Fcalculate value is 20.112 at the level of α 
= 0.05 with the degrees of freedom of numerator df1 
(k) = 3 (number of independent variables) and 
degrees of freedom denominator df2 (nk-1) = 50 
then Ftable is 2.79. Based on the above results, 
Fcalculate 20.112 >Ftable 2.60 and p value with 
level of significant (α) 0.000 < 0.05. Therefore, it is 
concluded that the independent variables, consisting 
of the quality of human resource, information 
system of regional financial management and 
regional asset management have significant and 
simultaneous effect on the quality of financial 
statement. 

 
3.2.2 t Statistic Test (Partial Significance Test) 
The following presents the results of the partial test 
(t-test) on the quality of human resource, 
information system of regional financial 
management and regional asset management 
variables. 
 

Table 3: Significance Test of Partial Effect (t-
Test) 

Model 

Unstan
dardized 

Coefficient
s 

Standar
dized 

Coeffic
ients T Sig. 

B Std. 
Error 

Beta 

Model 

Unstan
dardized 

Coefficient
s 

Standar
dized 

Coeffic
ients T Sig. 

B Std. 
Error 

Beta 

(Constant
) 

.29
3 

.338 .489 .866 .390 

Quality 
of 
Human 
Resource 
(X1) 

.42
3 

.107 .251 3.944 .000 

Informati
on 
System 
of 
Regional 
Financial 
Manage
ment (X2) 

.21
7 

.100 .131 2.174 .034 

Regional 
Asset 
Manage
ment (X3) 

.14
1 

.123 .489 1.151 .255 

 
Coefficientsa 

a. Dependent Variable: Quality of Financial 
Statement 
Based on the statistical t-test, it yields the 

following equation model: 
Y = 0,390+ 0,000X1 + 0,034X2 + 0,255X3. 

Based on the analysis, the following conclusions 
can be drawn:  
a. The quality of human resource (X1) has 

significance value of 0.000 < 0.05 which means 
that X1 has a significant positive effect on Y and 
a tcalculate of 3.944 > ttable 2.0086 which means 
that X1 has an effect on Y. Based on the value, it 
is concluded that the first hypothesis accepted or 
explained that the variable quality of human 
resources partially affects the quality of 
financial statement. 

b. Information system of regional financial 
management (X2) has a significance value of 
0.034 < 0.05, which means that X2 has a 
significant positive effect on Y and tcalculate 2.174 
>ttable 2.0086 which means that X2 affects Y. 
Based on the value, it is concluded that the 
second hypothesis is accepted or explained that 
the information system of regional financial 
management variable partially affects the 
quality of financial statement. 

c. Regional asset management (X3) has a 
significance value of 0.255 > 0.05, which means 
that X3 has a positive but not significant effect 
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on Y and a tcalculate of 1.151 <ttable 2.0086 which 
means that X3 does not affect Y. Based on the 
value, it is concluded that the third hypothesis is 
rejected or explained that the regional asset 
management variable partially has no significant 
effect on the quality of financial statement. 

 
3.2.3 Coefficient of Determination  

    (Adjusted R2) 
 
The following are the results of the coefficient of 
determination test: 
 
Table 4: Coefficient of Determination Test 

Model Summary 

Model R R Square
Adjusted R 

Square 

Std. Error 
of the 

Estimate 

1 .739a .547 .520 .3748423 

a. Predictors: (Constant), regional asset 
management (X3), information system of 
regional financial management (X2), quality of 
human resource (X1) 

 
The overall regression analysis shows that Adjusted 
R Square is 52%. It means that the quality of human 
resource, information system of regional financial 
management and regional asset management 
variables can explain the variable quality of financial 
statement by 52% and the remaining 48% is affected 
by other variables. 
 
 

 

4 DISCUSSION 
4.1 The Effect of Quality of Human Resource 

toward the Quality of Financial Statement 
The quality of human resource variable shows that it 
has a significant positive effect on the quality of 
financial statement. It can be seen from a significant 
value of 0.043 which is smaller than 0.05 and a 
tcalculate greater than ttable i.e. 2.084 > 2.019. This 
result indicates that the quality of human resources 
is an important factor that can improve the quality of 
financial statements. In other words, the better the 
quality of human resources, the better the quality of 
financial statements. 

If human resources understand the logic of 
accounting, the level of errors in the preparation of 
financial statements will be smaller. Thus, these 
financial statements can fulfill the information as 
expected and be able to improve the quality of 

results and the availability of timely financial 
reports. 

This finding is in line with research conducted by 
(Mahaputra, 2014) which found that the quality of 
human resources has a positive and significant effect 
on the quality of financial statements. However, it 
contradicts the research conducted by (Husna, 2013) 
on the Effect of Quality of Human Resources, 
Financial Supervision, and Government Internal 
Control Systems on Government Financial 
Reporting Values which explain that the variable 
Quality of Human Resources does not have a 
significant effect on the financial reporting value. 

This finding is also in line with the direction of 
the Ministry of Home Affairs which stated that 
reliable HR is required to realize accountable 
government financial governance. In the future, it is 
necessary to strengthen the quality of human 
resources so that the people’s desire to have a truly 
clean government can be achieved and obtain a 
reasonable opinion without exception 
(www.kemendagri.go.id, 2017). If HR understands 
regional government accounting, they are expected 
to be able to assist the financial reporting process so 
that they can produce reliable and timely financial 
reports. 
 
4.2 The Effect of Information System of Regional 

Financial Management toward the Quality of 
Financial Statement 

Information system of regional financial 
management variable indicates that it has a positive 
and significant effect on the quality of financial 
statement. This can be seen from the significant 
value of 0.043 which is smaller than 0.05 and the 
tcalculate which is greater than ttable 2.084 > 2.019. This 
result indicates that information system of regional 
financial management is an important factor that can 
improve the quality of financial statements. In other 
words, the better the information system of regional 
financial management, the better the quality of 
financial statements. 

Information system of regional financial 
management, that is specifically designed for the 
process of preparing financial statements starting 
from recording journals, ledgers to financial reports, 
has been systemized using computerization. It can 
reduce the level of errors in calculations and save 
time in the process of compiling. Therefore, the 
financial statements can fulfill the information as 
expected and be able to improve the quality of 
results and the availability of timely financial 
reports. 

This finding is in line with the research 
conducted by (Yuliani, 2014) which found that the 
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information system of regional financial 
management has a positive and significant effect on 
public accountability. However, it contradicts the 
research conducted by (Diani, 2014) on the effect of 
understanding accounting, utilization of information 
system of regional financial accounting and the role 
of internal audit on the quality of local government 
financial statement who explained that the utilization 
of information system of regional financial 
accounting variable has no significant effect on the 
quality of financial statement. 

 
This finding is also in line with (Government 

Regulation Number 56 of 2005) concerning 
Regional Financial Information Systems; the 
obligation of the central and regional governments to 
use the information system of regional financial 
management. The information system of regional 
financial management is expected to be able to assist 
the financial reporting process so that it can produce 
reliable and timely financial reports. Local 
governments are obliged to develop and utilize 
information systems for regional financial 
management to improve their ability in managing 
regional finance and channeling regional financial 
information to public services. 

 
4.3 The Effect of Regional Asset Management 

toward the Quality of Financial Statement 
 
Regional asset management variable indicate that it 
has a positive and not significant effect on the 
quality of financial statement. It can be seen from 
the significant value of 0.255 which is bigger than 
0.05 and the tcalculate which is smaller than ttable 1.151 
< 2.0086. 

Regional asset management has a positive and 
insignificant effect on the quality of local 
government financial reports because the Regional 
Staff Organization (OPD), as a the user, has not fully 
implemented regional asset management based on  
(Minister of Home Affairs Regulation No. 19 of 
2016) for instance, land under the road or land used 
for irrigation has not been certified, the recording of 
assets is not in order which still overlaps between 
the OPD, asset maintenance is still minimal. As the 
results, many assets are damaged and not 
functioning properly. Thus, it affects the fixed asset 
values recorded in the balance sheet and is not in 
accordance with the actual conditions. It may lead to 
the decline in the quality of the financial statement 
of OPD in the regional government of Deli Serdang 
Regency. 

This finding is in line with the research 
conducted by (Harahap, 2015) which found that the 

regional asset management has a positive and 
insignificant effect on the value of local government 
financial reporting information. However, it 
contradicts the research conducted by (Anshari, 
2012) on the effect of regional goods management 
on the quality of financial statement of Padang City 
Government which explained that the Inventory of 
Regional Property, Regional Property Assessment, 
Supervision and Control variables have significant 
effect on the quality of financial statements. 

 
4.4 The Effect of Quality of Human Resource, 

Information System of Regional Financial 
Management, and Regional Asset 
Management Simultaneously toward the 
Quality of Financial Statement of OPD 

The quality of human resource, information system 
of regional financial management and regional asset 
management simultaneously affect the quality of 
financial statement of OPD in Deli Serdang Regency 
Government. These research findings cannot be 
compared because there is no research that has the 
exact same independent and dependent variables. 
 

 

5 CONCLUSIONS  
 
Based on the research findings, after going through 
the stages of data collection, data processing, data 
analysis and finally the interpretation of data 
regarding the effect of quality of human resource, 
information system of regional financial 
management and regional assets management 
toward the quality of financial statement at Deli 
Serdang Regency Government, by using normally 
distributed data, there is no multicollinearity. Thus, 
the following conclusions can be drawn: 
1. Based on the results of simultaneous data 

analysis, it was found that the quality of human 
resource, information system of regional 
financial management and regional asset 
management have significant effect on the 
quality of the financial statements of OPD at the 
Deli Serdang Regency Government. 

2. The quality of human resource and information 
system of regional financial management have 
significant effect on the quality of financial 
statement of OPD at the Deli Serdang Regency 
Government. 

3. Regional asset management does not have 
significant effect on the quality of financial 
report of OPD at the Deli Serdang Regency 
Government. 

UNICEES 2018 - 1st Unimed International Conference on Economics Education and Social Science

1026



 

REFERENCES 

Anshari, E. S. (2012) ‘Pengaruh Pengelolaan Barang Milik 
Daerah Terhadap Kualitas Laporan Keuangan 
Pemerintah Kota Padang’, Universitas Negeri Padang, 
pp. 1–18. 

Bastian, I. (2005) Akuntansi Sektor Publik : Suatu 
Pengantar. Jakarta: Erlangga. 

Diani, D. I. (2014) ‘Pengaruh Pemahaman Akuntansi, 
Pemanfaatan Sistem Informasi Akuntansi Keuangan 
Daerah Dan Peran Internal Audit Terhadap Kualitas 
Laporan Keuangan Pemerintah Daerah (Studi Empiris 
Pada Satuan Kerja Perangkat Daerah Di Kota 
Pariaman)’, Universitas Negeri Padang 

Erlina (2011) Metodologi Penelitian. Medan: Penerbit 
USU Press. 

Ghozali, I. (2006) Aplikasi Analisis Multivariate dengan 
Program SPSS. Edisi 4. Semarang: Badan Penerbit 
Universitas Diponegoro. 

Government Regulation Number 56 of 2005 concerning 
Regional Financial Information Systems 

Harahap, A. J. (2015) Analisis Faktor-Faktor Yang 
Mempengaruhi Nilai Informasi Pelaporan Keuangan 
Pemerintah Daerah Dengan Audit Internal Sebagai 
Variabel Moderating (Studi Empiris Pada Pemerintah 
Provinsi Sumatera Utara). Medan. 

Husna, F. (2013) Pengaruh Kualitas Sumber Daya 
Manusia, Pengawasan Keuangan, Dan Sistem 
Pengendalian Imtern Pemerintah Terhadap Nilai 
Pelaporan Keuangan Pemerintah (Studi Empiris 
Satuan Kerja Perangkat Daerah Kota Padang Panjang), 
Universitas Negeri Padang, pp. 55–60. 

Law  No 33 of 2004 concerning Financial Balance 
between the Central Government and Regional 
Government. 

Law  No 23 of 2014 concerning  Regional Government.. 
Jakarta. 

Mahaputra, P. I. P. U. R. (2014) ‘Analisis Faktor-Faktor 
Yang Memengaruhi Kualitas Informasi Pelaporan 
Keuangan Pemerintah Daerah’, E-Jurnal Akuntansi 
Universitas Udayana 8.2 (2014): 230-244 

Minister of Home Affairs Regulation No. 19 of 2016 
concerning Guidelines for Management of Regional 
Property 

Sinulingga, S. (2017) Metodologi Penelitian. Medan: 
USUpress. 

Sugiyono (2004) Metode Penelitian Bisnis. Bandung: 
Alfabeta. 

Sutrisno, E. (2011) Manajemen Sumber Daya Manusia. 
Jakarta: Kencana. 

Kemendagri (2017) Meraih Status Wajar Tanpa 
Pengecualian. Available at: 
http://www.keuda.kemendagri.go.id/artikel/detail/34-
meraih-status-wtp (Accessed: 29 September 2017). 

Yuliani, N. L. (2014) ‘Sistem informasi pengelolaan 
keuangan daerah dan penerapan anggaran berbasis 
kinerja terhadap akuntabilitas publik 1,2’, Syariah 
Paper Accounting FEB UMS, (2014), pp. 301–312. 
 

Effect of the Quality of Human Resource, Information System of Regional Financial Management, and Regional Asset Management toward
the Quality of Financial Statement of Regional Staff Organization in the Deli Serdang Regency Government

1027



The Making of Software as a Service (SaaS) Pricing Policy: A Case 
Study in PT XYZ 

 

Hidayatulloh1 and Thomas H. Secokusumo1 
1Faculty of Economics, Universitas Indonesia, Jakarta -Indonesia 

hidayatulloh.anwar@gmail.com 

Keywords: Software as a Service, SaaS, Pricing Policy, Life-Cycle Costing, Target Pricing 

Abstract: Too high pricing will cause companies to lose customers, while too low one will cause companies to lose 
profits and threaten the company's long-term service commitment. The Target price method and the Life-
Cycle Costing method are solutions in pricing that are in accordance with the ability of the customer as well 
as providing the expected benefits and covering costs during the life span of the product.  This thesis is 
presented a case study research using the Life-Cycle Costing (LCC) method and target Pricing on the 
problems faced by PT XYZ in making SaaS product pricing policies. The current pricing policy has not 
used a cost method and a precise and measurable pricing technique. This will potentially disrupt the 
continuity of services and that of the company itself. This research uses qualitative methods with data 
collection techniques using in-depth interviews, understanding of documents and observation. The data are 
analysed to answer research questions and giving solution for the problems that is faced by PT XYZ. The 
research results are the price policy solutions for PT XYZ using the target pricing method by taking into 
account all costs during the life span of the product. Research related to the use of the Life-Cycle Costing 
and Target Pricing methods for SaaS products has not been done much, so it is expected that this research 
can contribute to the business world and the world of education when facing the same problems. 

1 INTRODUCTION 

One of the most difficult things in a company's 
activities is in determining the value of a product or 
service. Too low pricing will result in companies not 
making a profit, even suffering losses and too high 
pricing will reduce the number of buyers.  
(Lipovetsky, et al., 2011) (Horngren, et al., 2012) 
(Hansen & Mowen, 2015). 

Target pricing is one of the methods of setting 
the product prices with a basic approach (Horngren, 
et al., 2012). The company provides prices based on 
the customer's ability to pay for the product or 
service (Hansen & Mowen, 2015) (Horngren, et al., 
2012). Target pricing is used to increase market 
share, which eventually will increase company 
profits (Hongmin, et al., 2012). The determined 
target pricing must be able to meet profit 
expectations and target costs during the life cycle of 
the product, so that the pricing target is very closely 
related to the use of the Life-Cycle Costing method 
(Kadarova, et al., 2015). 

PT XYZ, as a SaaS service provider, has never 
analysed and used the right techniques in 
determining the pricing policy of software products 
sold under the Software as a Service (SaaS) method. 
This causes management to not be able to determine 
whether the product provides benefits and can cover 
costs during the life-cycle period for the company to 
provide long-term commitment services (XYZ, 
2017). 

Life-Cycle Costing from the SaaS service 
provider side is divided into two, which are at the 
development stage and the operating support stage 
(Whitten & Bentley, 2007). Costs incurred during 
the development stage are the acquisition cost of 
information technology infrastructure and software 
development, while costs incurred during the 
operating support stage are maintenance, marketing 
and sales costs (Fichman & Kemerer, 2002). 

The price of software products sold using the 
Software as a Service (SaaS) method is different 
from the software offered conventionally or on 
premise. Conventional software provides a one-time 
price that is quite expensive and users are required to 
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have an information technology infrastructure to 
store data and software itself. On the other hand, the 
software sold under the SaaS method offers very 
affordable software leases. Customers do not need to 
provide information technology infrastructure, 
because access to the system uses the internet 
network and has use flexibility (commitment is 
limited to the contract period) (Armbrust, et al., 
2010) (Jalao, et al., 2012). 

To ensure continuity of service, the SaaS price 
scheme must be done with the right technique, 
Zheng, et al., (2015), because the costs inherent are 
not only in the past costs, but also for cost 
commitments in the future (Fichman & Kemerer, 
2002) (Whitten & Bentley, 2007).   

The research will answer these questions: is the 
current pricing policy can achieve its target profit 
using Life-Cycle Costing Method? How to 
achieving target profit.  

This research is useful for the management of PT 
XYZ and similar industries in the formulation of 
pricing policies for Software as a Service (SaaS) 
products, and can be used as literacy materials for 
written works in the future. The scope of this 
research is limited only to the making of price 
policies on SaaS products consisting of: SaaS - 
Human Resources System, SaaS - Asset 
Management, and SaaS-Helpdesk at PT XYZ. Thus, 
the costs covered in the cost calculation using the 
LCC method are only those related to the product 
mentioned above. 

2 THEORICAL FRAMEWORK 

2.1 Prospect Theory 
The philosophy of pricing policy in this research is 
based on the prospect theory used in studying 
decision-making behaviour in the context of risks 
developed by Kahneman and Tversky in 1979 (Wei, 
2008). Example of the use of prospect theory is that 
pricing will determine customer behaviour in 
making purchasing decisions by assessing whether 
the purchase they make will add value to the value 
of their life or the wealth they have. (Shoemaker, 
2005) . 

 
2.2 Life-Cycle Costing Method 
Life-Cycle Costing (LCC) was first published in 
1977 by the UK Department of Industry which was 
used for construction companies (Boussabaine & 
Kirkham, 2004). Definition of Life-cycle costing 
(LCC) was first issued by the British Ministry of 
Industry in 1977 which is the first definition of LCC, 
a concept that uses several techniques to calculate 
significant costs that arise during ownership of 

assets (Boussabaine & Kirkham, 2004). British 
Standard BS 3843 in 1992 defined the LCC as the 
costs associated with acquisition, use, maintenance 
and final disposal, including feasibility studies, 
research and development, design, production, 
replacement, support and training (Boussabaine & 
Kirkham, 2004). Furthermore, ISO 2000 revised the 
definition into a technique that can compare the 
valuation of costs in a certain time period, 
considering all economic factors, including capital 
costs and operational costs in the future. 
(Boussabaine & Kirkham, 2004). Life-Cycle Costing 
(LCC) is the calculation of the cost of goods or 
services that cover all costs starting from research 
and development, to the support provided by the 
company for the product to end (Horngren, et al., 
2012) (Khrisnan, 1996). LCC is an approach in the 
field of cost management that focuses on the total 
costs that occur throughout the life span of the 
product (Lindholm & Suomala, 2007). Based on 
these definitions, it can be concluded that LCC is an 
approach to calculating the cost of goods or services, 
taking into account all costs that have occurred or 
will occur, during the life span of the product. 

Traditional cost calculations emphasize the costs 
that have occurred and are attached to the product, 
without taking into account the costs after the 
product is made. As we know, there are still other 
costs after the product is released to the market, such 
as customer service costs, product repair costs, costs 
occurring after the product is not on the market 
(Kadarova, et al., 2015). LCC is oriented to the long-
term performance of a product, starting before the 
product is produced until the end of the support 
provided by the manufacturer (Horngren, et al., 
2012) (Lindholm & Suomala, 2007) (Krishnan, et 
al., 2000). LCC is useful as a cost analysis tool 
during the life span of a product or service 
(Boussabaine & Kirkham, 2004) (Fabrycky & 
Blanchard, 1991), because the LCC does not only 
consider the costs that have occurred, but also all 
costs during the life span of the product or service 
(Boussabaine & Kirkham, 2004) (Fabrycky & 
Blanchard, 1991) (Horngren, et al., 2012) (Jalao, et 
al., 2012). LC-Cost on software products consists of 
Dev-Cost (development costs) and LC-Cost (costs 
after the software is sent to customers). These costs 
include costs of initial software requirement 
analysis, costs of business process analysis, 
programming costs, testing costs, costs of delivering 
product information and product delivery to 
customers, training, up to product maintenance costs 
(Khrisnan, 1996),  (Fichman & Kemerer, 2002)  and 
(ISO/IEC/IEEE, 2015). 

The life-cycle period of a product varies 
depending on technology and customer preferences. 
Then the time span used in the LCC varies following 
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the Life-Cycle of the product (Horngren, et al., 
2012). Software life cycle will go through several 
life cycle stages, starting from the development 
stage (Prototype Phase, Development Phase), 
supporting stage (Evolution Phase, Maintenance 
Phase), final stage (Retirement Phase) (Sneed, 
2004). Understanding the stages or processes is very 
important because it will be the basis of the category 
of costs during the life span of the product, starting 
from the development stage, to the final stage 
(Fabrycky & Blanchard, 1991).  

The steps to determine the cost profile with the 
Life-Cycle Costing method are as follows (Fabrycky 
& Blanchard, 1991) (Kadarova, et al., 2015) : 
1. Determine how long the product Life-Cycle 

estimates; 
2. Identify all product activities until support for 

the product ends; 
3. Connect activities that have been identified with 

a predetermined cost structure; 
4. Determine the costs for each of the activities. 

Costs are calculated using purchasing power 
when a decision is made; 

5. Enter these costs into activities at a 
predetermined cost structure. This results in 
costs over the life of the product, using current 
purchasing power; 

6. Enter the factors of inflation, economic effects 
on learning curves, changes in price levels, and 
others. These costs reflect on more realistic 
costs to anticipate economic changes in the life 
span of a product 

7. Combine each cost based on the life cycle 
stages of a product, then combine all of those 
costs. 

 
2.3 Target Pricing 
Target Pricing is the determination of the price of a 
product or service based on the amount of rupiah 
that the customer is willing to pay (Hansen & 
Mowen, 2015) (Horngren, et al., 2012). So, the 
company will determine in advance how much the 
value of goods or services is willing to be paid by 
the customer, after that, the company will design a 
product or service that can cover costs and provide 
the desired profit (Hansen & Mowen, 2015) 
(Horngren, et al., 2012). If the costs associated with 
the software have not reached the desired cost target, 
the company must review the product development 
techniques and all costs during the cycle period until 
it is based on the predetermined cost target. (Hansen 
& Mowen, 2015) (Horngren, et al., 2012) 
(Lipovetsky, et al., 2011). The price of Cloud 
Computing services can be seen from three 
perspectives, which are: Cloud Computing market 
perspective; producer/vendor perspective; and user 
perspective (Jianhui, 2013). Market perspective is 

related to competition maps, where companies 
determine prices based on comparative surveys of 
similar products. The producer perspective is related 
to the costs attached to the product. The user 
perspective is related to what value the customer is 
willing to pay (Lipovetsky, et al., 2011). 

In marketing research, the research method used 
to find out how much the customer wants to pay for 
the product or service produced is divided into three, 
which are first, the direct method (the customer is 
immediately asked about how much the replacement 
value is); second, Gabor-Granger Indirect Price 
Models (companies set the highest and lowest values 
range, then the customer is given the choice to bring 
up a product image that has the highest price, if the 
customer does not agree then the product image is 
returned with the lowest value, and it continues until 
the highest value that the customer is willing to pay 
is known; third, Van Westedorp Price Sensitivity 
Models (the company believes that there are 
differences in prices in each category of buyers 
depending on the quality provided) (Lipovetsky, et 
al., 2011). There are two price mechanisms in the 
cloud, namely Spot Pricing and Reserved Pricing. 
Spot pricing can be interpreted simply as the current 
price, where the customer pays one price for one 
time usage, while Reserved Pricing is the price for a 
certain period of time (Jianhui, 2013). 
The steps in using Target Pricing and Target Cost, 
are (Horngren, et al., 2012): 
1. Develop products that satisfy potential 

customers; 
2. Determine the target price; 
3. Get the target cost per unit through the target 

price minus the target profit per unit. The 
operating income target per unit is the operating 
income per unit of goods or services sold. The 
target cost per unit is the estimated long-term 
cost per unit when the company can achieve its 
operating income target per unit; 

4. Perform a cost analysis; 
5. Perform technical assessment of product 

manufacture until the cost target is reached. 

3 RESEARCH METHOD AND A 
GENERAL DESCRIPTION OF 
THE COMPANY  

3.1 Research Method 
This research uses a case study method, because 
researchers answer in depth the research questions 
that arise and describe in depth the phenomena that 
occur at PT XYZ. The case study method is also 
very relevant in answering questions that require an 
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explanation of in-depth answers to the research 
questions.(Yin, 2009). 

Data are collected through interviews conducted 
with PT XYZ employees related to pricing and 
system development. The interview aims to get a 
clear picture of software development activities and 
significant costs incurred. Interviews will use semi-
structured techniques with several questionnaires 
and are developed according to the research 
objectives. Documentation techniques are used to 
obtain information on prices, costs, and other 
information related to activities during the lifetime 
of the software. Observation techniques are useful 
for comparing the results of documentation and 
interviews, so that the information received can be 
relied upon. 
 
3.2 A General Description of the Company 
PT XYZ is an information technology solutions 
company that was established and approved by the 
ministry of law and human rights in 2007 in South 
Jakarta. At the beginning of its establishment, PT 
XYZ was a reseller and distributor of software 
products that simulated the durability of the material 
used to make a product. In 2008, PT XYZ developed 
a network monitoring center (NMS) software 
product and obtained brand rights in 2010. In 
addition to selling software products, PT XYZ also 
provides software manufacturing services according 
to customer orders. Overall, the products sold are 
divided into several types, such as : 
1. Product principals and PT XYZ acting as 

resellers and distributors in Indonesia. Products 
included in this category are software products 
that simulate the durability of the material used 
to make a product. PT XYZ acts as a 
reseller/distributor and earns a commission of a 
percentage of the price list issued by the 
principal and also gets income from the 
installation services of the product. 

2. Software products on premise (installed on 
consumer information technology devices). 
Products included in this section are: Internet 
Network Monitoring System software; Electronic 
Mail Monitoring Software; Document 
Management System software; Consumer 
Service Center software. 

3. Software products sold using the Software as a 
Service (SaaS) method. Software is not installed 
on consumer information technology devices 
(Server, Storage, PC and Portable PC). 
Consumers use software through internet 
network services (Web-Service). 

4. Software development services are services 
provided to build software according to customer 
desires in which PT XYZ gets income from the 
experts used. 

Consumers of PT XYZ were initially only large 
companies engaged in the manufacture of frame and 
car parts for software of material molds simulation 
techniques, as well as government offices for 
software manufacturing services and sales of 
Network Monitoring System software products. 
Eventually in 2016, the company began developing 
business software products for small and medium-
sized companies using cloud computing technology. 
Based on the organizational structure of the 
company, parties involved in operational 
development, operational support and sales of 
software products sold using the Software as a 
Service method consist of two departments, which 
are the marketing and sales departments headed by 
the General Manager of Marketing and Sales and the 
technical department, headed by the technical 
general manager. 
 
3.3 The Product of SaaS at PT XYZ 
SaaS is one of the cloud computing technologies, 
which is a website-based software rental service, 
where companies access services using internet 
networks and data can be stored in the cloud or 
service user devices. (Jianhui, 2013).  

Software sold using the SaaS method at PT XYZ 
is developed using the Opensource ERP Platform 
which is obtained for free. Open source ERP is used 
because it uses the Python programming language, 
Maria DB database, adopts Big Data technology and 
has been used in several prestigious projects abroad.  

The SaaS service products offered by the 
company are: SaaS - Human Resource Information 
System (HRIS); SaaS - Asset Management; and  
SaaS – Helpdesk. 
 
3.4 Product Prices for Software as a Service 

(SaaS) Services 
As mentioned in the introduction, price is a very 
important thing for the company (Lipovetsky, et al., 
2011) (Horngren, et al., 2012) (Hansen & Mowen, 
2015). PT XYZ currently does not have a systematic 
and informative pricing policy (there are no 
company rules governing written pricing policies). 
The existing policy scheme is the price given at the 
time of request from customers who will use the 
service. The price submitted must be approved by 
the Technical GM, Marketing and Sales GM, and 
the Main Director. In a competitive market, late 
delivery of prices can cause sales failures, because 
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customers will request services from other 
manufacturers offering similar services.  
 
3.5 The Product Life Cycle, Activities during 

the SaaS Life Cycle, and Significant Costs 
As it is known that the purpose of life-cycle costing 
is to know the cost, lock costs, and is a cost control 
tool during the life cycle of a product (Boussabaine 
& Kirkham, 2004) (Fabrycky & Blanchard, 1991) 
(Horngren, et al., 2012) (Jalao, et al., 2012). PT 
XYZ has determined to provide support for SaaS 
products for up to 4 years because it considers 
changes in technological progress in the future. Life-
Cycle Product starts from the development stage, the 
technical support and sales stages to the end of the 
support for the product. 

The activities carried out by PT XYZ during the 
SaaS life cycle are as follows: analysis of customer 
needs, analysis of system requirements, procurement 
of software and installation development 
infrastructure, software development, initial testing, 
software installation on operational infrastructure, 
final testing, final documentation, marketing and 
sales activities, contracts, service preparation, After 
sales service/Operational support, End of Service, 
and Disposal. 

Significant costs associated with providing 
software services with the SaaS method are 
employee costs in 2016 of Rp. 2,555,028,000, - and 
2017 of Rp. 2,766,000,000, -. The acquisition cost of 
information technology was Rp. 1,773,971,540. The 
subscription cost for Infrastructure as a service 
(IaaS) in 2017 was Rp. 547,092,000, -. Marketing 
operational cost in 2016 was Rp. 245,350,000, - and 
in 2017 Rp. 273,250,000.  
 
3.6 SaaS Customer Profile 
PT XYZ SaaS customer profiles are small and 
medium-sized companies that have limited 
budgetary costs to build the infrastructure needed by 
the system and the availability of experts to develop 
and maintain the software and infrastructure built. 

4 ANALYSIS 

The steps in analysing the price policy that will be 
conducted  are below: 
1. Determine target price 
2. Determine target cost per unit 
3. Determine  target sales 
4. Doing cost analysis using Life-Cycle Costing 
Method. 

For first analysis, we will using existing price 
exclude VAT. SaaS-HRIS is Rp. 4.545.455,- 
monthly rent per unit, SaaS-Asset Management is 
Rp. 13.636.364.,- monthly rent per unit, and SaaS-
Helpdesk is Rp 16.590.909,- monthly rent per unit. 
PT XYZ plans to gain profit Rp. 150.000.000,- per 
month for all  SaaS Products and sells 2.400 unit 
monthly rent for SaaS-HRIS, 600 unit monthly rent 
for SaaS-Asset Management, 600 unit monthly rent 
for SaaS-Helpdesk. Life-Cycle Sales for all products 
is Rp. 29.045.454.545,- as shows in Table 1. 
 

Table 1: Life-Cycle Sales for all products 

Description 
Unit 
Sold 

Price Per 
Monthly 
Rent Per 

unit 

Total 

HRIS 2400
   

4.545.455  
  

10.909.090.909 
asset 
Managementt 600

   
13.636.364  

  
8.181.818.182 

Helpdesk 600
   

16.590.909  
  

9.954.545.455 

  
  

29.045.454.545 
 
The Life-Cycle Sales has to be compared with the 
cost through product life-cycle. After doing data 
gathering and observation, we found that the 
activities during product life-cycle are development 
activities, sales and support activities, and product 
end of life activities. The cost that related to 
activities then divided into two part, Fixed Cost and 
Variable Cost. The result shows that total cost 
during products life-cycle is Rp. 24.092.952.040,-, 
consist of Fixed Cost Rp. 9.392.112.040,- as shows 
at Table 2 and Variable Cost Rp. 14.115.840.000,-. 
As shows at Table 3. 
 

Table 2. Fixed Cost during products life-cycle 

No Description Total (Rp.) 

1
Software 
Development Cost               773.306.500 

2

IT Infrastructure for 
developing the 
software’s           1.792.445.540 

3 Internet                 88.000.000 

4 Customer Service               847.740.000 

5 Software Update           2.409.732.000 

6
Marketing 
Operation (Salary)           3.480.888.000 

  Total           9.392.112.040  
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Table 3: Variable Cost during Products Life-Cycle 

No Description Total (Rp.) 

1 IaaS Rent         10.941.840.000 

2 Sales Prospects               792.000.000 

3 Service Set-Up           1.782.000.000 

4 Customers visit               600.000.000 

  Total          14.115.840.000  
Variable cost for IaaS Rent Service is Rp. 
3.039.400,- per month per customer. Variable Cost 
for Sales Prospect activities is Rp. 6.000.000,- per 
new customer. Variable cost for Service Set-Up is 
Rp. 13.500.000,- per new customer. Customers visit 
is Rp. 2.000.000 per customer per year. 
 

At first analysis, PT XYZ has not achieve its 
target profit for SaaS Products. PT XYZ only gain 
profit Rp. 115.364.636, per month instead of its 
target Rp. 150.000.000,-. The result is PT XYZ has 
to increase its unit target sales per product by 16% to 
achieve its target profit. 

After increasing the unit sales target by 16%, the 
total sales become Rp. 33.692.727.273,- and total 
cost is Rp. 26.445.086.440. Total cost is consist of 
Rp. 9.392.112.040,- fixed cost which is same with 
prior calculation and Rp. 16.374.374.400,- as shows 
at Table 4.  
 
Table 4: Variable Cost during Products Life-Cycle, 
after increasing the total unit sold 

No Description Total 

1 IaaS Rent 12.692.534.400

2 Sales Prospects 918.720.000

3 Service Set-Up 2.067.120.000

4 Customers visit 696.000.000

 Total  16.374.374.400
 

The total of variable cost will increase because 
unit sales target is increased. The Sales Prospects 
Cost and Service Set-Up Cost have to be highlighted 
since is influenced by the quality of the product. 
Good quality product is easier to sell than bad 
quality product and tend to make loyal customer. 
Loyal customer will decrease the need of Sales 
Prospect Activity and Service Set-Up Activity for 
achieving the target profit. Bad quality product  
tends having difficulty in penetrating the market, so, 
it will growth slowly (Progress Selling). Good 
quality product will be easier to penetrating the 
market (One time selling)  

Example, SaaS HRIS Total Life-Cycle Sales is 
Rp. 10.909.090.909 for 2400 unit sold (See Table 1).  
2400 unit is target during product Life-Cycle (4 
years). It can be achieved by progress selling as 
shows in table 5, or one time selling as shows in 
table 6. Progress selling indicate that the product 
need time to penetrate the market. 

 
Table 5: Progress Selling 

Description Year Total

1 2 3 4 

Customer per 
year 4 32  88 76 200

monthly unit 
rented per year 48  384 1.056  912  2.400

Customer 
Growth 4 28 56    88

 
Table 6: One time selling 

Description Year Total

1 2 3 4 

Customer per 
year 50 50  50  50  200 

monthly unit 
rented per year 600  600  600   600  2.400 

Customer 
Growth 50 -  -    50 

 
Table 5 and Table 6 shows the difference of 
customer growth. Table 5, PT XYZ has to sell to 88 
customers to achieve 2400 unit monthly rented while 
Table 6 only need to sell to 50 customers. So, the 
total cost of sales prospect and Service Set-Up is 
different between two table, as shows in Table 7. 
 
Table 7: The difference between progress selling and 
one time selling 

Description Total 

Progress Selling  

Sales Prospects (Rp. 6.000.000,- x 88) 528.000.000 

Service Set-Up (Rp. 13.500.000,- x 88) 1.188.000.000 

Total  1.716.000.000 

One Time Selling  

Sales Prospects (Rp. 6.000.000,- x 50) 300.000.000 

Service Set-Up (Rp. 13.500.000,- x 50) 675.000.000 

Total  975.000.000 
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The table 7 shows that PT XYZ will save Rp. 
741.000.000,- when locking the cost by producing 
good quality since products development phase. 

5 CONCLUSION 

This research giving the pricing scheme for PT XYZ 
SaaS Product. The price for SaaS-HRIS is Rp. 
4.545.455,- monthly rent per unit, SaaS-Asset 
Management is Rp. 13.636.364.,- monthly rent per 
unit, and SaaS-Helpdesk is Rp 16.590.909,- monthly 
rent per unit.  

PT XYZ has to increasing the unit target sold 
throughout product life-cycle to achieve monthly 
target profit Rp. 150.000.000,-. The unit target sells 
will be 2.400 x116% = 2.784 unit monthly rent for 
SaaS-HRIS, 600 x 116% = 696 unit monthly rent for 
SaaS-asset Management, 600 x 116% = 696 unit 
monthly rent for SaaS-Helpdesk. 

The Cost that related to activities during Product 
Life-Cycle has to be considered as product cost. The 
product life-cycle cost, such as: Software 
Development Cost Rp. 773.306.500, IT 
Infrastructure cost for developing the software’s  Rp. 
1.792.445.540, Internet Cost Rp. 88.000.000, 
Customer Service Cost Rp. 847.740.000, Software 
Update Cost Rp. 2.409.732.000, Marketing 
Operation Cost (Salary) Rp. 3.480.888.000, IaaS 
Rent Cost Rp. 12.692.534.400, Sales Prospects Cost  
Rp. 918.720.000, Service Set-Up Cost Rp. 
2.067.120.000,  Customers visit Cost Rp. 
696.000.000 

PT XYZ has to review the cost and price 
throughout product life-cycle, because future cost is 
influenced by learning curve, inflation, and market 
condition. Improving the quality of the product also 
important, since it can reduce Service Set-Up Cost 
and Sales Prospect Cost. 

This combination of Target Pricing Method and 
Life-Cycle Costing (LCC) method can be used in 
making pricing decision for next SaaS product. 
Many cost has to be locked since development 
phase. Poor product quality only would result higher 
marketing cost, maintenance cost, and some other 
future cost. 
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Abstract: Researchers previously conducted research on top management support and leadership and in information 
systems. This study aims to examine the influence of top management support and effective leadership on 
the quality of financial accounting information system. Surveys are conducted on 270 respondents in 76 
ministries and institutions of the Republic of Indonesia. The respondents are the users of financial 
accounting information systems. Data is collected by using questionnaires. For data analysis we applied the 
SEM-PLS Software. The results indicate that top management support and effective leadership have 
significant influence on quality of financial accounting information system. 

1 INTRODUCTION 

Financial accounting information systems is crucial 
to the operation of all organization (Gray & 
Bebbington, 2001). Quality of financial accounting 
information systems referring to characteristics that 
describe the ability of information systems in 
processing data to be financial information that 
meets user expectations (DeLone & McLean, 1992; 
Mandl, 2008: 112;  Pham Thi & Helfert, 2009). 
Financial accounting information system has quality 
characteristics such as: reliability, integration and 
accessibility (Bocij et al., 2015, Heidmann, 2008). 
The reliability is the ability of financial accounting 
information systems function properly and produce 
accurate information (Bocij et al, 2015; Baltzan, 
2014). Further integration is the integration of 
subsystems, information systems with other systems, 
and data from various sources (Valacich & 
Schneider, 2016; Baltzan, 2014). While the 
accessibility is information system can bes accessed 
from anywhere and anytime by various users (Bocij 
et al., 2015; Avison & Fitzgerald, 2006:). 

In fact, accounting information system until now 
can’t fully applied to various types of organizations 
in Indonesia (Susanto, 2017) such as: universities 
(Susanto, 2016 & 2017), higher educations 
(Puspitawati, 2016), colleges (Susanto, 2018), 
hospital (Fitrios, 2017), financial institutions 
(Mulyani et al., 2016; Darma, 2017), government 
owned company (Mulyani & Endraria, 2017; 
Ladewi et al., 2017), National Zakat Management 
Institutions (Nurhayati & Susanto, 2017). 

The existing phenomenon that financial 
accounting information systems in ministries and 
institutions has not been reliable The tax system has 
not had good financial accounting information, it is 
still manual, so much so that fictitious invoices to 
the taxpayer's tax record so it may not be optimal 
(Brojonegoro, 2015). The problems in the 
administration area of computer application system 
are not optimal in supporting the preparation of 
financial statements (Azis, 2015). In addition, 
financial accounting information systems has not 
been integrated. Budget user in ministry and 
institution and the Ministry of Finance could not 
perform their duties independently and own 
themselves but must work together to ensure an 
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orderly budget execution and accountability 
(Budiarso, 2014). Besides, financial accounting 
information system is easily accessible. Towards the 
deadline of SPT reporting on 31 March the server of 
Directorate General of Taxes is disturbed because 
many people reporting (Utama, 2016). 

Management support is important component to 
information systems success (Langer, 2008). Top 
management support guarantees the availability of 
the resources needed by the information system 
(Olson, 2004). The availability of human resources, 
hardware, software, data and networks is an 
information system requirement (Marakas & 
O’Brien, 2014). Management support in providing 
various resources is needed in the implementation of 
information systems (Stair & Reynolds, 2016) 
Information systems will succeed optimally if they 
get support from top management (Bocij, Greasley 
& Hickie, 2015; Olson, 2015; Zaied, 2012; Laudon 
& Laudon, 2016) 

Top management support in this research are: 
providing human resources, providing hardware, 
providing software, and providing funds needed to 
operate financial accounting information systems 
(Bocij, Greasley & Hickie, 2015; Laudon & Laudon, 
2016; Palvia & Palvia, 2003; Boonstra, 2013; Dong, 
Neufeld & Higgins, 2009;Compean & Higgins, 
1995). 

Several previous research results show the effect 
of top management support on information systems. 
Support from top management is essential for 
effective implementation of information systems 
(Thong, Sing Yap & Raman, 1996). Top 
management support is positively related to the 
effectiveness of information systems (Seliem, et al, 
2003). Top management support relates directly or 
indirectly to the performance of information systems 
(Ragunathan, et.al, 2004). Top management support 
is significantly related to the quality of information 
systems (Husein, et.al, 2007). Top management 
support influences the use of management 
accounting information systems (Gil & Hartman, 
2007). The level of management support is related to 
the level of quality of information systems (Medina 
& Chaparro). Top management support has the most 
powerful influence on information systems 
(Rouibah, et.al, 2009). Management support very 
helpful to improve the quality of information 
systems (Zaied, 2012). Top management support is a 
key factor for the success of information systems 
(Chen, Zhao & Wang, 2012). One of the factors 
consistently found to influence the success of 
information systems is top management support 
(Petter, DeLone & McLean, 2013). Top 
management support has a strong effect on the 
operation of information systems (Khan, Lederer & 
Mirchandani, 2013). Top management support has 

an effect on information systems (Al-Mamary, 
Shamsudin & Aziati, 2014). Support from top 
management is an important point for the success of 
corporate information systems (Shao, Feng & Hu 
(2015). 

Leadership is key component in realizing the 
government's financial accounting information 
system of quality, so it takes the role of a leader who 
can give an example (Budiarso, 2014). Leadership is 
an important aspect to success of financial 
accounting information system (Ward & Peppard, 
2003). Leadership style is one of the features that 
affect the financial accounting information system of 
an organization (Laudon & Laudon, 2016).  

The influence of leader on individual subordinate 
i.e., leader improves: quality of subordinate life, 
subordinate confidence, subordinate skills, and 
development of subordinates (Yukl, 2013). The 
influence of leaders in groups, i.e., leaders improve: 
team work, group commitment, confidence of group 
members in achieving goals, problem solving by 
groups, and decision making by groups (Yukl, 
2013). The influence of leader to organization i.e., 
leader help to: resolve disputes constructively, 
efficiency of organizational activities, resource 
accumulation, and organizational readiness in the 
face of change (Yulk, 2013). 

Previous research shows the influence of 
leadership on information system. Stone (1994) 
proves that leadership style is a significant factor in 
influencing the successful application of information 
systems. Thite (2000) found evidence that 
transactional leadership effectiveness leads to a 
successful level of information systems projects. Shi 
(2007) proves that the leadership of information 
systems have a positive impact on the performance 
of information systems. Cho, Park & Michel (2011) 
proves that transformational leadership is positively 
associated with the success of information system 
users. Fitriati & Mulyani (2015) found evidence that 
leadership influences the success of accounting 
information systems. Carolina (2015) found 
evidence that transformational leadership has a 
significant effect on accounting information 
systems. Rapina (2015) also found evidence that 
transformational leadership influences the successful 
implementation of accounting information systems. 
Mulyani & Endraria (2017) found evidence that 
leadership style have significant effect on the 
implemetantion enterprise resource planning system. 
Fitrios (2017) found evidence that leadership 
behavior significantly influences to accounting 
information systems. Nurhayati & Susanto (2017) 
found evidence that transformational leadership has 
significant influence on success of accounting 
information systems 
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This study aims to examine effect of top 
management support and the effective leadership on 
the quality of financial accounting information 
systems in ministries and institutions of the Republic 
of Indonesia. 

Based on the above statement and the results of 
previous research, the hypothesis in this study is : 
1. Top management support significantly influence 

on the quality of financial accounting 
information system 

2. effective leadership significantly influence on the 
quality of financial accounting information 
system 

2 METHODOLOGY 

This study uses descriptive and verification method. 
The population in this study are all users of financial 
accounting information system consisting of head of 
finance bureau, head of finance department, 
accounting department head and data entry staff in 
86 units Reporting & Accounting in Ministry and 
Institution of Republic of Indonesia. The sampling 
technique used is simple random sampling to 
obtained 270 respondents. The instrument that is 
used for the collection data is questionnaire. The 
questionnaires using Likert scale on five choices of 
responses ranging from strongly disagree (1) and 
strongly agree (5) 

The questionnaire includes two variables 
namely: top management support (TMS), leadership 
effectiveness (LE) and quality of financial 
accounting information system (QoFAIS). TMS 
consists of four dimensions namely providing of 
human resources (TMS1), hardware (TMS2), 
software (TMS3), and fund (TMS4) as needed. The 
dimensions of providing of human resources as 
needed consists two indicators ie the suitability of 
the data entry personnel (TMS11) and technical 
(TMS12) to needs. Further, the dimensions of 
providing of hardware as needed consists two 
indicators i.e., the suitability of computer hardware 
(TMS21) and communications network hardware 
(TMS22) to needs. Furthermore, the dimensions of 
providing of software as needed consists two 
indicators ie the suitability of the operation systems 
software (TMS31) and application software 
(TMS32) to needs. While the providing of fund as 
needed consists three indicators ie suitability of the 
budget amount for: maintenance and replacement 
hardware (TMS41), software (TMS42), and training 
of data entry personnel (TMS43) to needs. 

LE consists of three dimensions namely 
influence of leader on individual subordinate (LE1), 
influence of leader on group (LE2) and influence of 

leader on organization (LE3). LE1 consists four 
indicator i.e., leader improves the quality of 
subordinate life (LE11), leader build subordinate 
confidence (LE12), leader improve subordinate 
skills (LE13), and leader contribute to the 
development of subordinates (LE14). LE2 consists 
five indicators i.e., leader enhance teamwork 
(LE21), leader increase group commitment (LE22), 
leader increase members group confidence in 
achieving goals (LE23), leader improve problem 
solving by group (LE24), and leader improve 
decision making by group (LE25). LE3 consists four 
indicators i.e., leader help to resolve disputes 
constructively (LE31), leader contribute to the 
efficiency of organizational activities (LE32), leader 
contribute to resource accumulation (LE33), and 
leader contribute to organizational readiness in the 
face of change (LE34). 

QoFAIS consists of three dimensions namely 
reliability of financial accounting information 
system (QoFAIS1), integration of financial 
accountig information system (QoFAIS2) and 
accessibility of finnancial accounting information 
system (QoFAIS3). QoFAIS1consists two indicators 
i.e. ability of financial accounting information 
system function properly (QoFAIS11) and ability of 
financial accounting information system to produce 
accurate information (QoFAIS12). QoFAIS2 
consists three indicators i.e., the integration 
subsystem in the financial accounting information 
system (QoFAIS21), integration financial of 
accounting information system with other 
information systems (QoFAIS22) and integration of 
data from various sources (QoFAIS23). QoFAIS3 
consists two indicators i.e., the ability ability of 
financial accounting information system accessed 
anytime by user (QoFAIS31) and the ability of 
financial accounting information system accessed 
from various place by user(QoFAIS32). 

All causal relationships between indicators and 
constructs in this study used a reflective 
measurement model. The data analysis we applied 
the variance based structural equation modeling 
method. 

3 RESULT AND DISCUSSION 

Demography of Respondent: Based on the answers 
of the respondents on questions relating to gender, 
age, education level, and educational background. 
The gender of male dominated respondents as much 
as 154 respondents or 57.04%, based on age of 
respondents dominated age between 30-39 years that 
is as much as 118 respondents or 43.70%, based on 
education level most   respondents are bachelor that 
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is as much as 155 respondents or 57.41%, and based 
on the educational background of most respondents 
background accounting that is as much as 158 
respondents or 58.52% 
 
Assessment of Measurement Model: The reflective 
measurement model is considered to meet validity if 
the extracted average variance (AVE) is higher than 
0.5 and the outer load indicator on the construct 
must be higher than all the cross loads with the other 
constructs. The reflective measurement model is 
considered reliable if the composite reliability and 
outer load indicator is higher than 0.708 (Hair, 
et.al.,2014). The of evaluation first order on outer 
model, we found that the outer loading of all items 
used to measure each dimension of top management 
support, leadership effectiveness and quality of 
financial accounting information systems is above 
0.7. Average variance extracted above 0.5 it’s 
concluded that the reflective measurement model is 
valid. Likewise, composite reliability and all 
indicator outer loading higher than 0.708, it’s 
concluded that the reflective measurement model is 
reliable (see Table 1) 
 

Table 1: Result of Validity and reliability Test 
Variabel Indicator Composite 

Reliability 
(CR) 

Average 
Variance 
Extracted 

(AVE) 
Top 
Management 
Support 
(TMS 

TMS 0,929 0.596 

TMS1 0,919 0,850 

TMS2 0,955 0,914 
TMS3 0,973 0,948 
TMS4 0,915 0,784 

Leadership 
Effectiveness 
(LE) 

LE 
0,871 0,501 

LE1 0,836 0,603 
LE2 0,803 0,741 
LE3 0,844 0,758 

Quality of 
Financial 
Accounting 
Information 
System 
(QoFAIS) 

QoFAIS 0,946 0,580 

QoFAIS1 0,854 0,720 

QoFAIS2 0,934 0,578 
QoFAIS3 

0,926 0,732 
 
Descriptive Statistics: Two hundred seventy 
questionnaires from user of financial accounting 
information systems at 76 Ministries and Institutions 
of Republic of Indonesia (78.49%) were returned 
and completed. Inter-quartile range (IQR) was used 
to categorize the respondents’ responses (Cooper & 

Schindler, 2014). The category of respondents’ 
responses are : an mean score : 1,00-1,99 (poor), 
2,00-2,99 (less), 3,00-3,99 (sufficient) and 4.00-5,00 
(good). Descriptive statistics show that all 
dimensions and indicators have mean scores 
between 3.04 - 3.79 or below 4 so that the categories 
are “sufficient” (see Table 2) 
 
Table 2: Descriptive Statistics 

 
 
Hypothesis Testing: The hypothesis to be tested in 
this study are: 
 
Ho1: Top management support have not significant 
influence on the quality of financial accounting 
information systems. 
Ha1: Top management support have significant 
influence on the quality of financial accounting 
information systems. 
 

Ho1 is accepted if significance level <5%. Based 
on result of the analysis we found the significance 
level is 0,039 (see Table 3). This means that Ho1 is 
rejected or in other words top management support 
have significant influence on quality of financial 
accounting information system. Path coefficient 
between top management and quality of financial 
accounting information systems is 0.128, coefficient 
determination (R2) is 0,016. this means that top 
management able to explain the quality of financial 
accounting information system equal to 1,6%, 
 
Ho2: Effective leadership have not significant 
influence on the quality of financial accounting 
information systems. 
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Ha2: Effective leadership have significant influence 
on the quality of financial accounting information 
systems. 
 
Ho is accepted if significance level <5%. Based on 
result of the analysis we found the significant level 
is 0,777(see Table 3). This means that Ho2 is 
rejected or in other words effective leadership have 
significant influence on quality of financial 
accounting information system. Path coefficient 
between effective leadership and quality of financial 
accounting information systems is 0.777, coefficient 
determination (R2) is 0.603 this means that effective 
leadership able to explain the quality of financial 
accounting information system equal to 60,3% 
 

Table 3: Result of Data Analysis 
No Variable Path 

Coefficiet 
P 
Value 

Significant 

1 QFAIS TMS 0,128 0,039
2  LE 0,777 0,000

 
The results of testing the hypothesis about the 

influence of top management support on the quality 
of financial accounting information systems indicate 
that the path coefficient value is 

0.128 with a significance of 0.39 so it can be 
decided that H0 is rejected, so it can be concluded 
that top management support has a positive effect on 
the quality of financial accounting information 
systems. The results of this study provide empirical 
evidence that the better the top management support, 
the more appropriate human resources, hardware, 
software and existing funds with needs, the more it 
will improve the quality of financial accounting 
information systems. In other words, the quality of 
the financial accounting information system will 
increase if the support of top management is getting 
better. 

The results of this study are in line with the 
statements of several experts. Management support 
will lead to improved system quality (Zaied, 2012). 
The success of the application of information 
systems is due to the high support of top 
management (Laudon & Laudon, 2016: 590). Top 
management support has often proven to be an 
important factor for the success of information 
systems (Olson, 2015: 11). 

Top management support, namely top 
management guarantees the availability of resources 
needed by information systems (Olson, 2004: 13). 
Top management support for the quality of the 
financial accounting information system in the 
ministries and institutions of the Republic of 

Indonesia is realized in the form of providing 
various resources that are in accordance with the 
operational requirements of the financial accounting 
information system. 

The quality of financial accounting information 
systems in ministries and institutions depends on the 
suitability of various existing resources with needs 
such as: human resources (personnel), hardware, 
software and funds. This is in line with the 
statements of several experts. Information systems 
depend on human resources, hardware, software, and 
networks (Marakas & O’Brien 2014: 28). Resources 
needed in the implementation of accounting 
information systems include: enthusiastic resources, 
hardware, software and funds. Management support 
ensures that information systems receive sufficient 
funds and resources for their success (Laudon & 
Laudon, 2016: 591). Furthermore, top management 
support related to resources is the provision of funds 
needed for hardware, software and others (Dong, 
Neufeld & Higgins, 2009). 

Empirical evidence about the influence of top 
management support on the quality of financial 
accounting information systems in ministries and 
institutions, in line with the results of previous 
studies conducted by: Thong, Sing Yap & Raman 
(1996), Seliem, et al. (2003), Ragunathan, et al. 
(2004), Husein, et al. (2007), Gil & Hartman (2007), 
Medina & Chaparro (2008), Rouibah, Hamdy & Al-
Enezi (2009), Zaied (2012), Chen, Zhao & Wang 
(2012), Petter, DeLone & McLean (2013 ), Khan, 
Lederer & Mirchandani (2013), Al Mamary, 
Shamsudin & Nor Aziati (2014), and Shao, Feng & 
Hu (2015). 

Furthermore, the results of testing the hypothesis 
about the effect of leadership effectiveness on the 
quality of financial accounting information systems 
indicate that the path coefficient value is 0.777 with 
a significance of 0.000 so that it can be concluded 
that leadership effectiveness has a positive effect on 
the quality of financial accounting information 
systems. The results of this study provide empirical 
evidence that the more effective leaders in 
influencing subordinate individuals, groups and 
organizations will lead to increased quality of 
financial accounting information systems. In other 
words, the quality of financial accounting 
information systems will increase if leadership 
becomes more effective. 

The results of this study are in line with the 
statements of several experts. Leadership is an 
important aspect in achieving success in financial 
accounting information systems (Ward & Peppard, 
2003: 369). The same thing, leadership is one 
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feature that influences financial accounting 
information systems (Laudon & Laudon, 2016: 116). 
Then strong effective leadership is needed in order 
to achieve successful implementation of financial 
accounting information systems (Stair & Reynold, 
2016: 399) 

Empirical evidence about the effect of leadership 
effectiveness on the quality of financial accounting 
information systems in the accounting and reporting 
section of the ministries and institutions of the 
Republic of Indonesia is in line with the results of 
previous studies such as: Stone (1994), Thite (2000), 
Shi (2007), Cho, Park & Michel (2011), Azmi 
Fitriati & Mulyani (2015), Carolina (2015) and 
Rapina (2015). 

4 CONCLUSION 

This study aims to measure the quality of financial 
accounting information systems that are influenced 
by top management support and effective leadership. 
The results of this study show evidence that top 
management support and leadership effectiveness 
influence the quality of financial accounting 
information systems. It can be concluded that this 
model can be used to measure the quality of 
financial information systems.. 
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Abstract: This study aims to analyze role of internal audit in internal control and risk management of PT Reinsurance 

ABC, as well as provide suggestions for improvement the role of internal audit in risk management. This 

study used descriptive qualitative method. The method explains role of internal audit in internal control and 

risk management is assessed based on ISO 31000:2009, COSO-ERM Integrated Farmework and 

International Standards of Internal Audit Professional Practice (IPPF) by Institute of Internal Auditors (IIA). 

The results of the analysis show that the internal audit has carried out their role in helping management 

achieve company’s goals, vision and mission with their activities that conduct an assessment or assurance 

and do consulting on internal control and risk management of the company. However, the technical 

assessment or assurance and internal audit’s consultation of PT Reinsurance ABC currently still needs to be 

improved starting from audit planning to follow-up the audit results. The role of internal audit in internal 

control also needs to be improved, especially in the operational activities of  PT Reinsurance ABC. Internal 

audit also carries out their role in corporate risk management, they asses and provide evaluations and 

recommendations on risk management processes, but their role needs to be improved in communication, 

consultation and coordination regarding the process and implementation of risk management at PT 

Reinsurance ABC. Thus, internal audit will be expected to act as the third line of defense. PT Reinsurance 

ABC will only examine significant risks and use the risk management process as the basis for conducting 

audit in Risk Based Internal Audit (RBIA). 

1 INTRODUCTION 

Internal audit is an appraisal independent function 

that is intended to carry out checks and evaluations 

on organizational activities. According to Moeller 

(2007), auditing is used to term total service levels 

from detailed checks to higher level assessments. 

Internal auditing defines the work carried out in a 

company by its own employees not by external 

auditors, public accountants, or other parties such as 

the government or regulators who indirectly become 

part of certain companies. The internal audit plays 

an important role which includes independence, 

appraisal functions, the formation of a modern 

internal audit organization, the implementation of 

the functions of inspection and evaluation, 

coordination with other functions in service 

companies, and benefits for the entire organization 

to be carefully considered an internal auditor 

(Moeller, 2007). 

In order for the internal audit function to provide 

added value for the company, this function must 

truly understand the company's needs and risks 

comprehensively. In addition, in order to obtain 

maximum results, the internal auditor must be 

someone who is competent and independent. In 

carrying out its duties maximally, the internal audit 

can no longer only hold to the old paradigm of 

watchdog, but to ensure that all company operations 

are carried out to the best standards, by providing 

objective and independent assurance functions, as 

well as providing advice based on best practice. By 

using a systematic approach and various scientific 

disciplines, internal audit helps companies achieve 

their goals by evaluating and increasing the 

effectiveness of risk management, internal controls, 

and governance processes. 

The scope of audit activities is increasingly 

widespread, at present not only financial audits and 

compliance audits but the focus of attention is aimed 
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at all aspects that affect company performance and 

management control and pay attention to business 

risk aspects and risk management. Audit orientation 

shift towards risk-based internal audit (RBIA) will 

continue in line with the company's needs in the 

future. 

The reinsurance business is a unique business 

because this business earns its income from 

reinsurance premiums paid by insurance companies 

that want to share the risk with reinsurance 

companies. The premiums obtained by the company 

must be processed properly so that they can fulfill 

their obligations and obtain optimal profits. The 

reinsurance industry is an industry that is different 

from other industries in general, so that more 

understanding is needed of this industry. In line with 

the development of the economy and the 

increasingly unique characteristics of the insurance 

business, the accounting base is also expected to be 

in line with the insurance company's risk 

management concept. The application of good 

internal control and risk management is inseparable 

from the internal auditor's role of the company itself. 

The implementation of an effective and maximum 

audit function can provide benefits and provide 

added value for the company (Sawyer, 2006). In 

addition, regulation and supervision in the insurance 

business is absolutely necessary because the 

insurance business is a fiduciary business. In the 

insurance business, the funds entrusted by the public 

to the insurance business are risk financing 

transferred from individuals to the business world. 

Therefore, the regulation and supervision of the 

company's operations must also be well maintained 

because it covers the interests of the community 

(Sensi, 2006). To deal with these conditions, the 

OJK (Financial Services Authority) as the 

supervisory board and regulator of the financial 

industry strongly supports risk management 

activities to provide assurance and trust to the 

public. The application of good internal control and 

risk management will benefit reinsurance companies 

in developing their business in Indonesia. 

Based on the description, the author is interested 

in writing the final work on PT. Reinsurance ABC, 

which is one of the reinsurance companies in 

Jakarta. In carrying out its functions, PT. 

Reinsurance ABC has internal audit activities that 

have not been well structured and have not been 

effective in controlling business risks. There is still a 

lot of overlap between the implementation of tasks 

between the internal audit and the risk management 

section. Therefore, the researcher conducted an 

analysis of the internal role of the internal auditor in 

carrying out internal control and risk management of 

PT. Reinsurance ABC..  

2 THEORICAL FRAMEWORK 

Planning, testing information in audit activities, 
reporting, and follow-up audit results are technical 
implementation of the main internal audit. Based on 
the IPPF 2200 regarding planning assignments, 
internal auditors must be able to make and develop 
document planning for assignments that include the 
objectives of planning audits to be carried out to 
provide assurance efficiently. Then, internal audit 
must be able to collect and evaluate various 
competent information that is useful in audit 
activities which is used as audit findings and internal 
audit can provide recommendations on the audit 
findings. Based on the IPPF 2400 by IIA about 
performance standard, internal audit must be able to 
communicate the results of the assignment in the 
form of an audit report. As well as, the audit 
findings contained in the audit report must be 
followed up. So, management can give corrective 
action. 

COSO (Committee of Sponsoring 
Organization) creates an Internal Control - 
Integrated Framework that contains the formulation 
of an internal control system. The five components 
of internal control are control environment, risk 
assessment, control activities, information and 
communication, and monitoring activities (COSO, 
2009). 

The risk management process according to ISO 
31000: 2009 consists of five activities, namely: 
1. Communication and consultation 

Communication and consultation with 
stakeholders must always be considered and 
take place in all stages of the risk management 
process. 

2. Establish context 
In context setting, the company describes the 
company's objectives, defines internal and 
external parameters that must be considered 
when managing risk, and sets the scope and risk 
criteria for the remaining processes. 

3. Risk assessment 
Risk assessment consists of risk identification, 
risk analysis, and risk evaluation. 

4. Risk treatment 
This process looks for methods to manage risk 
that are effective in accordance with the 
capabilities of the company. 

5. Monitoring and review 
This monitoring and review process can be 
carried out with regular monitoring by risk 
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owners, supervisors and third parties through 
verification of internal and external audits. 
There are eight components of risk management 

according to COSO, namely: 
1. Internal Environment 

This assesses the company in managing risk, 
determining the risks faced, and the company's 
philosophy related to business ethics, value, and 
integrity. 

2. Objective Setting 
Setting goals is done to achieve company goals. 
Ensure things that can threaten the achievement 
of the goals of the company and evaluate or 
assess alternative options tailored to the 
company's risk appetite so as not to interfere 
with the objectives to be achieved. 

3. Inventory Identification 
The company needs to identify events that 
contain risks or contain opportunities and those 
identifications must be managed or achieved. 

4. Risk Assessment 
Identified events need to be analyzed to 
determine the impact that will be generated and 
this becomes the basis for managing these risks. 

5. .Risk Response 
After conducting risk assessments, the company 
must determine the response that will be made 
to deal with these risks. Determine the risk to 
assess the suitability of the company. Risk 
treatment is carried out by accepting risks, 
avoiding risks, transferring risk, or minimizing 
the impact. risk response is related to 
determining risk appetite and risk tolerance. 

6. Control Activities 
Making procedures or policies in response to 
risk. Response is done by accepting risks, 
avoiding risks, transferring risk, or minimizing 
the impact. Then, determine the procedure that 
must be taken and the person responsible for the 
risk. A good and structured procedure will make 
it easier for the company to achieve its 
objectives. 

7. Information and Communication 
Related information is collected and 
communicated within the organization. So that 
every part of the organization or company can 
play a good role in accordance with their 
respective responsibilities. 

8. Monitoring 
Monitoring is carried out on an ongoing basis 
and make adjustments if needed to deal with 
changes in the company's environment. 
Based on IIA, internal audit has the role of being 

able to manage and assess the audit function so that 
the company's internal control can run effectively 
and efficiently, the management and assessment will 
be stated in audit recommendations or suggestions. 

Starting from audit planning, testing information, 
and reporting, as well as follow-up audit results. 

Based on IPPF by IIA 2120, internal audit has a 
role to evaluate effectiveness and make 
improvements to the risk management process. The 
assessment of the effectiveness of the risk 
management process will take the form of an 
opinion based on an internal audit evaluation which 
explains the following: 
1. The purpose of the organization has been 
supportive and related to the mission of the 
organization 
2. Significant risks have been identified and assessed 
3. The appropriate risk response has been chosen 
and in accordance with the organization's risk 
appetite 
4. Relevant information about risk has been obtained 
and communicated in a timely manner to all 
organizational units, allowing staff, councils and 
management to carry out their duties and 
responsibilities. 

According to Setiawati (2015), the internal audit 
functions as an advisor or advisor in the risk 
management process in the company. IIA (Institute 
of Internal Auditors) regulates the role that cannot 
be performed by internal auditors on organizational 
risk management, namely determining risk appetite, 
imposing risk management processes, managing risk 
insurance, making decisions in response to risks, 
applying risk responses on behalf of management, 
and being responsible for the risk management 
process. 

According to IIA (Institute of Internal Auditors), 
risk-based internal audit connects internal audit with 
overall risk management. Risk-based internal 
auditing is a methodology used by internal auditors 
to provide confidence that risk is managed to the 
extent of risk that can be accepted by the company 
(risk appetitte). 

Three Lines of Defense is a method used to 
improve effective communication and coordination 
in risk management, and to divide defense lines into 
three parts. The first line of defense is the entire 
department, the second line of defense, namely the 
risk management department, and third, the internal 
audit department (Institute of Internal Auditors, 
2009). 

 
 

3 RESEARCH METHOD 

In this study, researchers chose to use qualitative 

descriptive research. The qualitative process is 

carried out in the process of finding, collecting, and 

describing the processing data obtained. This type of 
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research is to explain data, information, and facts 

obtained from the unit of analysis then analyze and 

measure internal controls and risk management 

process based on COSO-ERM Integrated 

Farmework and ISO 31000:2009 to know the 

company’s control and risk management in general. 

Then analyze role of internal audit in internal control 

and risk management PT. Reinsurance ABC which 

is assessed based on International Standards of 

Internal Audit Professional Practice (IPPF) by 

Institute of Internal Auditors (IIA).The author uses a 

lot of data from company’s audit work program, 

internal audit reports, and literature studies by 

collecting books, scientific journals, articles, rules, 

professional standards related to internal audit and 

risk management. 

The unit of analysis in this study is PT. 

Reinsurance ABC as a single unit analysis. PT. 

Reinsurance ABC located in Jakarta The scope of 

this analysis is the role of internal audit in carrying 

out internal control and management of the PT. 

Reinsurance ABC. This study provides 

recommendations and improvements to the role of 

internal audit in internal control and management of 

PT. Reinsurance ABC. Data collection is done by 

Observation and inteview. It conducts direct 

observation of activities related to internal audit 

audit activities, internal control, and also internal 

audit’s role in risk management of PT. Reinsurance 

ABC. The interview activity was carried out with 

parties who had a direct connection with the 

research conducted. They are internal audit ‘s 

department and risk management’s department.  

 

 

4 ANALYSIS 

Authority, responsibility and objectives of the 

internal audit function of PT. Reinsurance ABC has 

been formally defined in the IA charter or internal 

audit charter, but the charter of PT. Reinsurance 

ABC distributes the audit charter for its own internal 

audit and there has been no significant change to the 

previous internal audit charter. So that there is a 

need for periodic updates and distributed to all 

management organizations tailored to the objectives 

of the company. However, the tone of the top 

currently supports the internal audit function and 

role. Internal audit helps management achieve its 

goals, vision, and mission with its activities. Internal 

audit conducting an assessment or assurance and 

consulting on internal control and risk management 

of the company. Technical assessment or assurance 

and internal audit consultation of PT. Reinsurance 

ABC currently, there are still some shortcomings, 

the audit plan of PT. Reinsurance ABC is less 

systematic and the realization of audit planning that 

has been made is not all running. That is because the 

internal audit’s staff  is very little, while PT. 

Reinsurance ABC always plans to audit all 

company’s departments. Head of internal audit of 

PT. Reinsurance ABC is a person who is quite 

experienced in his field, but due to the heavy load of 

work to audit all departments so that he is not 

effective in doing his work. Risk assessment is not 

compiled based on the priority values of each 

component or department, but based on previous 

audit findings and audit findings are often repeated, 

so that they cannot provide appropriate 

recommendations and have a significant impact.  

Therefore, it is necessary to add competent 

internal auditors and PT. Reinsurance ABC needs to 

implement risk management in every audit plan 

carried out by the company, so that internal audit’s 

work becomes more effective. The audit by a 

company's internal audit also needs to be based on a 

good and systematic risk-based audit (RBIA), which 

uses the entire risk management process, so that the 

audit process is more structured. The next stage, 

transaction testing has been carried out by referring 

to the audit program, but lack of communication and 

the absence of documentation of the results of 

clarification with the auditee. Internal Audit PT. 

ABC Reinsurance is now able to communicate the 

results of audit assignments in the form of audit 

reports. However, at this time the auditee has not 

clarified the issues for any of the things reported in 

the conflict regarding matters not approved by the 

auditee. So, the recommendations for improvement 

often only go in one direction and there is no good 

discussion, so that the internal audit of company 

must increase its consultative role. After reporting, 

the internal auditor will follow up on the audit 

results. Follow-up of audit results has been quite 

well done, but there are still corrective actions that 

should have been carried out and have not been 

carried out until the next audit report period. 

Based on IIA’ performance standard 2130, 

activities carried out by internal audit or can also be 

called the role of internal audit in internal control, 

which must be able to evaluate the adequacy and 

effectiveness: 

a. Information on Company Financial Statements 

Internal audit has conducted an audit or 

assessment of the accounting system and 

reviews of financial statements contained in the 

UNICEES 2018 - 1st Unimed International Conference on Economics Education and Social Science

1046



 

company. Internal audit has also made a report 

on the audit. For example: internal audit checks 

the recording and disclosure of investments in 

the company's financial statements and there are 

a number of things that are of concern to be 

improved. The internal audit also check the 

taxation, treasury, and check of the company's 

finances. 

b. Company Operations 

Internal audit has been able to evaluate the 

adequacy of the company's operational activities 

and provide recommendations for 

improvements that should be made. Internal 

audit reviews the SOP (Standard Operational 

Procedure) by studying the applicable SOP in 

the company and studying the company's 

organizational structure first and mapping the 

SOP which are the responsibility of each group 

or department head. 

c. Security of Company Assets 

Internal audit has evaluated the company's 

assets and carried out physical checks on the 

company's assets. Internal audit also conducts 

stock opname and checking inventory’s items 

with company’s notes. 

d. Obedience in laws, regulations, and applicable 

regulations 

Internal audit has evaluated the compliance of 

laws, regulations, and provisions applicable to 

companies by looking for copies of the 

government regulatory, POJK, PSAK, and 

SEOJK to be examined, then comparing the 

regulations with the actual conditions of PT. 

Reinsurance ABC. The conclusions and 

suggestions indicate that the internal audit has 

carried out the 2130 IIA’s performance 

standard. 

Internal audit in corporate risk management has 

roles: 

1.Provide communication about risks in audit 

activities or activities 

Audit findings generated in audit activities by 

internal audits have been submitted to the directors. 

Internal audit has also provided recommendations 

for improvements that should be made to audit 

findings that have potential risks in the future. For 

example, at present there is a delay in the issuance of 

notes due to difficulties in obtaining accurate data 

from ceding companies that cause delays in receipt 

of premiums or sessions. The internal audit provides 

recommendations to reduce the number of pending 

borders and speed up the time of issuing notes by 

improving the engineering procedures of the 

engineering department. 

2.Internal audit involvement in determining the 

company's risk profile that is in line with company 

appetite (risk appetite) 

At this time the internal audit is involved in 

identifying risks for determining the risk profile 

when making a risk register. But at this time, the risk 

register has not been done well because there are no 

facilities in making the risk register. Internal audit 

join with risk management should be able to provide 

a place for discussion or workshop to control self-

assessment of each department and make a risk 

register that gets guidelines from risk management 

so that it is more structured. Determination of risk 

appetite is sometimes determined by internal audits 

and shows the error of the role of internal audit in 

the risk management process. 

3.In the 2120 performance standard. A1 Internal 

audit must be able to evaluate risk exposures related 

to operations and information systems and internal 

audits have conducted risk evaluations of the 

activities carried out, namely financial risk, 

information technology risk, risk of assets and 

liabilities, risks operational, capital risk, and 

management risk. However, currently the internal 

audit has not evaluated the key risk reporting 

process and has not yet conducted a key risk 

management review. When conducting risk 

identification, internal audits often determine risk 

assurance and make decisions in response to existing 

risks. 

4.In the 2120 performance standard. C1 internal 

audit during consulting assignments should pay 

attention to risks related to the purpose of the 

assignment and be careful of other significant risks. 

At present, the risk management process has not 

been thoroughly carried out, but internal audits have 

carried out consultation and insurance activities 

according to IIA guidelines. Internal audit activities 

always refer to the annual supervision program that 

is in the company. 

Internal control has been assessed by internal 

audits, but the assessment of the effectiveness of the 

company's operations has not been carried out by the 

company, while there are still some shortcomings in 

operational procedures for receiving session 

activities for example. PT. Reinsurance ABC needs 

to increase information technology systems that 

affect the overall operations of the company. At 

present, internal control of PT. Reinsurance ABC is 

not effective yet. The role of internal audit in risk 

management of PT. Reinsurance ABC already 

exists. The company's internal audit analyzes or 

evaluates the risk management process based on ISO 

31000: 2009 and COSO framework. Internal audit 
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also performs its role in assessing risk but needs to 

be improved communication and coordination 

regarding risk management with all departments and 

internal audits in determining and identifying key 

risks, then key risk evaluations have not been 

formally disclosed in the form of documentation, so 

there is a need to evaluate key risks reviewed also by 

management and final documentation regarding the 

key risks. Internal audit can actually provide 

facilities in risk identification, risk management 

along with internal audit should provide a discussion 

or workshop space for the self-assessment of each 

department and make a risk register that gets 

guidelines from risk management and facilitate key 

risk searches but that has not been done and internal 

audit should provide teaching about risk response 

and not assign to one side. 

The risk management process based on ISO 

31000: 2009 has seven components, staff at 

PT.Reinsurance ABC has each role of company’s 

risk management processes can be done such as: 

1. Communication and consultation: Director, 

Internal Audit and Risk Management 

2. Determine the context: Risk Management 

3. Risk Identification: All Departments 

4. Risk Analysis: Internal Audit and Risk 

Management 

5. Risk Evaluation: Internal Audit and Risk 

Management 

6. Risk Treatment: Risk Management, Internal 

Audit and All Departments 

7. Supervision and Review: Internal Audit 

While based on the COSO-ERM framework, 

there are eight components of assessment and 

carried out by each actor or executor so that the 

responsibilities given are clear and structured. PT. 

Reinsurance ABC can map the executor or actor of 

each risk management process in COSO-ERM as 

follows: 

1. Internal Environment: Director (management) 

2. Objective Setting: Director (management) 

3. Event Identification: All Departments 

4. Risk Assessment: Risk Management and 

Internal Audit 

5. Risk Response: Risk Management and Internal 

Audit 

6. Control Activities: Risk Management and All 

Departments 

7. Information and Communication: Director, 

Internal Audit and Risk Management 

8. Monitoring: Internal Audit 

 

 

5 RESULTS 

Good or effective internal audit can be reflected in 

its role in conducting audit activities or activities, 

starting from making charter or IA charter, audit 

planning to reporting of audit results. There are still 

some shortcomings in the internal audit activities of 

PT. Reinsurance ABC.  

The role of internal audit of PT. Reinsurance 

ABC in internal control is seen based on 

international standards of internal audit professional 

practice (IPPF) by IIA. It can be concluded that 

internal audit plays a role in assessing and 

improving the internal control of PT. ABC 

reinsurance to achieve company goals, as well as 

providing consultations and weakness 

recommendations from internal controls. But until 

now, internal audits have not provided a general 

written assessment of the effectiveness or failure of 

the company's internal controls. 

The company's internal audit analyzes or 

evaluates the risk management process based on ISO 

31000: 2009 and COSO-ERM Integrated 

Framework and the role of internal audit in risk 

management is assessed in the international 

standards of internal audit professional practices 

(IPPF) by IIA. From the author's assessment and 

research, the company's risk management policies 

exist and are socialized within the company. But 

until now the application of risk management is still 

limited to formality with the existence of a risk 

management department. Then, when there is an 

error in the role of internal audits in determining risk 

response, internal audit should assess the overall risk 

management process and provide an assessment to 

be disclosed in the internal audit report periodically. 

Internal audit may not set risk response for inherent 

risk in PT. ABC Reinsurance. The role of internal 

audit in risk management of PT. Reinsurance 

already exists. Internal audit also performs its role in 

assessing risk but communication and coordination 

needs to be improved regarding the process and 

implementation of risk management with all 

departments and internal audits in determining and 

identifying key risks. 

 

 

6 CONCLUSIONS 

PT. Internal Audit ABC's reinsurance is less 

effective can be reflected in its role in conducting 

audit activities or activities. Audit planning is less 
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systematic, recommendations are inappropriate 

because of less systematic risk assessment, lack of 

communication and the absence of documentation of 

the results of clarification with the auditees. The 

internal audit role of PT. Reinsurance ABC in 

internal control is still less effective, internal audit 

has not provided a general written assessment of the 

effectiveness internal control’s company.  

The company's internal audit has been able to 

conduct an analysis or assessment of the company's 

risk management process based on ISO 31000: 2009 

and COSO-ERM Integrated Farmework. 

The role of internal audit in risk management of 

PT. Reinsurance ABC is assessed based on 

international standards of internal audit professional 

practice (IPPF) by IIA. From the author's assessment 

and research, the company's risk management 

policies exist and are socialized within the company. 

But until now the implementation of risk 

management is still limited to formality with the 

existence of a risk management department. Then, at 

this time there is a mistake in the role of internal 

audit in determining the risk response, so that the 

implementation of company audits needs to be based 

on risk-based audits (RBIA), which uses the entire 

risk management process, so that the audit process is 

more structured and systematic. It is expected that 

good risk management will form three lines of 

defense for the company. Internal audit acts as a 

third line of defense. Internal audit will only checks 

significant risks. 
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Abstract: The purpose of this study was to analyse the effect of sustainability report disclosures on 

financial performance. Sustainability report disclosures can be seen from economic performance, 
environmental performance and social performance in accordance with the Global Reporting 
Initiative (GRI) index. The population of this study are all companies that were nominated for the 
Sustainability Reporting Award (SRA) in 2013-2016 as much as 69 companies. The sample was 
obtained by 13 companies using purposive sampling technique, so that the numbers of analysis 
units were 39. Data are collected by documentation techniques, by downloading the annual report 
and sustainability reporting through the company's website, IDX and the National Centre for 
Sustainability Reporting (NCSR). The data analysis used in this study is descriptive statistical 
analysis and multiple regression analysis. The results of this study show partially that social 
performance disclosure variables affect financial performance, while the disclosure of economic 
performance and social performance is not able to influence. Simultaneously, sustainability 
report disclosures affect financial performance. Future research is expected to use a wider sample, not 
limited to companies listed on the IDX. It is hoped that in the future more companies will make and issue 
sustainability report. 

 

1 INTRODUCTION 

Good financial performance is one basis for 
investors in making investment decisions (Ganto et 
al., 2008). Investors need financial performance 
information because they can describe the real 
condition of the company. Putri (2013) states that 
investors need information to see the company's 
prospects associated with the costs they will incur to 
invest. Investors prefer companies that disclose a lot 
of company information because they are considered 
to be lower risk companies. One of the information 
sources for external parties in assessing company 
performance is Sustainability Reporting (SR). 

Elkington (1997) defines sustainability report as 
a report that contains financial and non-financial 
information consisting of information on social and 
environmental activities that enable companies to 

grow sustainably. The importance of drafting the 
sustainability report is because it contains disclosure 
principles and standards that reflect the overall level 
of company activity, not just focusing on financial 
aspects. The disclosure of sustainability report can 
be used as a strategy for companies to improve the 
company's financial performance (Burhan and 
Rahmanti, 2012).  Hastuti  (2005) states that there 
are several factors that influence the high and low 
performance of a company, which are concentrated 
or not concentrated ownership, profit manipulation 
(income smoothing), and level of disclosure. 

The development of sustainability report in 
Indonesia, in 2005-2006 was only 5 companies that 
published it. In 2011 Ali Darwin, Chairman of the 
National Centre for Sustainability Report (NCSR) 
revealed, of the 438 companies listed on the 
Indonesia Stock Exchange (IDX) only 25 companies 
issued sustainability reports (Gunawan, 2011). 
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Based on data from the Global Reporting Initiatives 
(GRI) in December 2016, as many as 120 companies 
have made and published their reports. This shows 
that the sustainability report disclosure in Indonesia 
is not optimal. Adams et al. ( 2010) said that one of 
the factors that caused a company not to compile the 
sustainability report was due to the uneven 
viewpoint of the executives in looking at the 
sustainability report. 

Previous research on sustainability report on 
financial performance has mixed results.  
Soelistyoningrum (2011), Handayani ( 2014), Putri, 
(2015) and Safitri (2015) stated that sustainability 
report disclosure had a positive effect on financial 
performance. Arjowo (2013) and Wibowo and 
Faradiza (2014) show that disclosure of 
sustainability report does not significantly influence 
the company's financial performance.  Muallifin and 
Priyadi (2016) show that sustainability report 
influences financial performance measured using the 
current ratio. 

The existence of sustainability report makes the 
trust of investors to invest in companies will 
increase. Investors prefer to invest in companies that 
are transparent because their trust in the 
management higher that  will forecast analysis more 
accurately and lower asymmetry information (Ernst 
& Young, 2013). Research on the effect of 
sustainability report on financial performance has 
yet to get a constant conclusion, so it is interesting to 
be analysed again. This research refers to the latest 
Global Reporting Initiative, namely Global 
Reporting Initiative 4.0. 

2 THEORICAL FRAMEWORK 

The theory underlying this research is legitimacy 
theory and stakeholder theory. Legitimacy Theory is 
stated by Deegan (2000) as a theory that assumes 
that companies continually strive to ensure the 
operations they carry out are under existing social 
norms and rules. They want to make sure that the 
business they run is a legitimate and legal business. 
Legitimacy theory believes in the existence of a 
social contract between the company and the social 
environment in which they operate. The concept of 
legitimacy theory assumes that society has 
expectations of company performance. Companies 
will be considered to have carried out their 
operations according to social rules and norms if 
they can meet the expectations of the community. 
Therefore, companies must consider the rights of the 
community at large such as social and environmental 

rights of the community as a form of corporate 
responsibility towards them. This reflects that the 
company will disclose voluntary reports to show that 
the operations they carry out are in accordance with 
what is expected by the community (stakeholders) as 
a whole. For this reason, companies need to develop 
sustainability reporting. 

The basic concept of Stakeholder theory built by  
Freeman (1984) defines that stakeholder as 
individuals or organizations that influence the 
company in achieving its objectives and also 
influenced by activities carried out by the company. 
The parties that can be said as company stakeholders 
include shareholders, creditors, government, 
employees, the surrounding community, and future 
generations (Burhan and Rahmanti, 2012). In simple 
terms, stakeholder theory describes which parties the 
company must be responsible for. Therefore, 
companies must maintain good relationships with all 
stakeholders by accommodating the wants and needs 
of their stakeholders. One good step to maintain 
relationships with stakeholders is by disclosing the 
sustainability report. Sustainability report reveals not 
only economic performance, but environmental and 
social performance. The complexity of the substance 
contained in sustainability reports is expected to be 
able to meet all information needs of stakeholders. 
Meeting these information needs is expected to be 
able to establish harmonious relations between the 
company and its stakeholders (Adhima, 2013). 

Sustainability reporting based on GRI 4.0 
consists of three types of disclosures, namely 
economic performance disclosure, environmental 
performance disclosure, and social performance 
disclosure. Sustainability reporting is an 
embodiment of the three types of disclosures 
incorporated into one whole unit. In this study each 
of these disclosures is independently standing 
variables in accordance with Nofianto and Agustina 
(2014). The Economic Performance Disclosure 
shows the impact of the company's operations on the 
micro and macroeconomic environment. Companies 
that have a major influence on improving the micro 
and macro economy will attract investors and 
customers to join as fund advocates and users of 
company products. The higher support given by the 
company to macroeconomic conditions shows the 
more vital and significant role of the company in the 
economy. By disclosing the company's economic 
performance on sustainability reporting, it will affect 
the company's financial performance. This is in 
accordance with Putri (2017) which shows that 
economic dimension variables have a positive effect 
on financial performance. 
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Environmental performance disclosure is a 
disclosure of the impact of the company's operations 
on the environment and the steps taken by the 
company to improve the quality of the surrounding 
environment. Disclosure of this environmental 
performance is important for the community so that 
the company will strive to disclose more in 
sustainability reporting to minimize existing risks. 
This will make the community, including investors, 
believe in investing so that it will increase the 
company's financial performance. Adhima (2013) 
also states that environmental performance 
disclosure has a positive influence on the company's 
financial performance. 

Social Performance Disclosure reveals the social 
impacts caused by company activities and the steps 
taken by the company to overcome this. This 
disclosure will create a positive impression in the 
public. The impact of this disclosure will be the 
higher stakeholder trust in the company so that 
company performance will continue to improve, 
including the company's financial performance. 
Burhan and Rahmanti (2012) prove that social 
performance disclosure has a significant influence 
on the company's financial performance. Based on 
the description, the hypotheses in this study are: 
H1:  Economic Performance Disclosure has a 

positive effect on financial performance 
H2:   Environmental Performance Disclosure has a 

positive effect on financial performance 
H3:   Social Performance Disclosure has a positive 

effect on financial performance 
H4: The Disclosure of Economic Performance, 

Environmental Performance and Social 
Performance Disclosure simultaneously affect 
the financial performance 

3 RESEARCH METHOD 

This research is a quantitative research where the 
data used is quantitative data obtained from 
sustainability reporting, and annual reports issued by 
the company. The population in this study were all 
companies that were nominated for the 
Sustainability Reporting Award (SRA) during the 
2014-2016 period of 69 companies. The research 
sample was obtained using purposive sampling 
technique with the criteria (1) companies listed on 
the Indonesia Stock Exchange (IDX) and published 
Sustainability Reports and Anual Reports in 2014-
2016 and can be accessed through company 
websites, (2) companies publishes Sustainability 
Report with the latest guidelines from the Global 

Reporting Initiative (GRI), GRI-G4, (3) companies 
provide complete information regarding the 
variables studied, namely the current ratio (CR). 
Based on these criteria obtained a sample of 13 
companies with a three-year observation period, so 
that the analysis unit was 39. Most of the companies 
that were nominated for SRA were not listed on the 
IDX which amounted to 71% (49 companies).  

The variable of this study consisted of one 
dependent variable namely financial performance 
and three independent variables, namely three 
dimensions of sustainability reporting disclosure 
(Economic Performance Disclosure, Environmental 
Performance Disclosure and Social Performance 
Disclosure). Financial performance is proxied by 
liquidity ratios, which is a ratio that measures a 
company's ability to meet its short-term obligations. 
The liquidity ratio in this study uses the current ratio 
(CR), which is current asset divided by current debt. 
Sustainability reporting is measured using the 
Sustainability Report Disclosure Index (SRDI), both 
the overall score index and the respective 
performance. Overall, there are 91 sustainability 
report assessment items based on the GRI G4 
Guidelines. Environmental Performance Disclosure 
consists of 34 and the Social Performance 
Disclosure consists of 48 items. SRDI calculation is 
done by giving a score of 1 if an item is disclosed, 
and 0 if not disclosed. After scoring all items, the 
score is then added to get the total score for each 
company. The formula for calculating SRDI is the 
number of items disclosed by the company divided 
by the number of items expected in the GRI G4 
Guidelines. 

The data used in this study is secondary data in 
the form of annual reports and the company's 
sustainability report with documentation techniques. 
These data are obtained by downloading the annual 
report and sustainability report on the ISRA website 
(http://sra.ncsr-id.org) or can be accessed directly on 
the website of each company. The data collected was 
analysed by descriptive statistical analysis and 
multiple regression analysis. 

4 RESULTS AND DISCUSSION 

The results of the descriptive statistical analysis are 
presented in the following Table 1: 
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Table 1: Results of Descriptive Statistics Analysis 

 
N Minimum Maximum Mean 

Std. 
Deviation 

CR 39 1,23 40,30 9,23 4,66 

EC 39 0,22 0,78 0,32 ,024 

EN 39 0,03 0,97 0,32 ,034 

SO 
39 0,08 0,98 

0,32 ,020 

Valid 
N (list 
wise) 

39     

 
Table 1 shows that the number of units analysed is 
3 9. Financial performance measured by the current 
ratio has a good average of 9.23 where the company 
in this study sample has sufficient current assets to 
pay its short-term debt. Disclosure of economic 
performance, environmental performance and social 
performance in the SR in this study had almost the 
same average of 0.32. This shows that companies 
are still lacking in disclosing their performance in 
the SR because the average figure is still below 
50%, although there are high disclosures but most 
are still less than 50%. 

Data that will be tested for multiple regressions 
previously must be tested classic assumptions with 
normality test, multicollinearity test, 
heteroscedasticity test and autocorrelation test. The 
data in this study have been tested for classical 
assumptions and have met the BLUE (Best Linear 
Unbiased Estimator) requirements. The recap of 
the results of the regression analysis is as follows: 

 
Table 2: Results of Multiple Regression Analysis 
Hypotheses Coefficient Significance Result 

H1 7,933 0,799 rejected 
H2 33,538 0,109 rejected 
H3       111,661 0,002 accepted 
H4  0,001 accepted 

Table 2 shows that only two hypotheses are 
accepted, namely the disclosure of social 
performance partially and testing simultaneously 
able to influence financial performance (CR). 

The first and second hypotheses of this study 
show that disclosure of economic performance and 
environmental performance in sustainability 
reporting has no effect on financial 
performance. Economic performance disclosure 
does not have a significant influence on the 
company's financial performance because this 
research is conducted in the short term. Adams et al.    
(2010) states that the sustainability report will have a 
significant influence in the long run. While if the 
research is conducted in the short term 

it will not have a significant effect. The second 
reason underlying the rejection of the hypothesis is 
that the average financial performance of the 
company studied is quite high (9.22%) so that 
disclosure of economic performance does not have a 
significant impact on the company's financial 
performance. 

Jin et al. (2010) revealed that environmental 
performance disclosure will affect the market 
response in a long period of time. After the market 
reaction moves in a positive direction, the 
company will develop and its financial performance 
will improve. However, in the short term, the impact 
cannot be seen because the effect of disclosing 
environmental performance on the company's 
financial performance does not occur instantly. The 
results of this study are in line with Putri (2018) 
which states that economic performance and 
environmental performance have no effect on 
liquidity. Burhan and Rahmanti (2012) and Putri 
(2017) who stated that environmental performance 
disclosure does not have a significant effect on the 
company's financial performance. 

Disclosure of social performance in this study 
has a positive effect. Companies that disclose social 
performance on sustainability reporting will increase 
their financial performance. This is in accordance 
with the legitimacy theory where the community has 
a lot of expectations for the company's performance. 
Companies will be considered to have carried out 
their operations according to social rules and norms 
if they can fulfil these expectations. Companies need 
to consider social rights of the community as a form 
of corporate responsibility. For this reason, 
companies disclose voluntary reports, namely 
through disclosure of social performance, to show 
that the operations they carry out are in accordance 
with what is expected by the community as a whole. 
Burhan and Rahmanti (2012) state that disclosure of 
social performance influences company 
performance. 

Disclosure of performance in sustainability 
reporting simultaneously affects financial 
performance. This is in accordance with the 
stakeholder theory in which the company must 
maintain good relations with all its stakeholders to 
accommodate their wishes and needs. One good way 
to keep that relationship is to reveal the 
sustainability report. Sustainability report reveals not 
only economic performance, but environmental and 
social performance. The complexity of the 
substances contained in the sustainability reporting 
expected to be able to satisfy all the information 
needs of stakeholders. Adhima (2013)  suggests that 
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the fulfilment of information needs is expected to 
establish a harmonious relationship between the 
company and its stakeholders. These results are in 
accordance with Pratiwi and Sumaryati (2014) 
which prove the sustainability report influences 
financial performance.  Muallifin and Priyadi (2016)  
prove sustainability report influences financial 
performance as measured by the current ratio. 

5 CONCLUSIONS 

The conclusions of this study based on the results 
are only two of four hypotheses which are accepted, 
namely the disclosure of social performance and 
disclosure of performance in sustainability report 
simultaneously. Future studies are expected to use a 
sample not limited to companies listed on the IDX 
because some of the companies that were nominated 
for SRA for the 2014-2016 period were 71% not 
listed on the IDX. Further research is expected in a 
longer period of time to fully illustrate the effect of 
sustainability report on financial performance and 
add moderating variables. Sustainability report for 
companies is very important, especially for go 
public companies and listed on the IDX, it is hoped 
that in the future more companies will make and 
issue sustainability report. 
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Abstract: The The company which has the subsidiaries need a financial statement that can show their financial 
performance as a whole or as one economic entity for better decision making. The purpose of this research 
is to show how a company should prepare consolidation financial statement, that previously never been 
made. The case study research is conducted in a firm that has 53 subsidaries, divided into 7 subholding. The 
process starts with overhauling the financial statement preparation process because the companies do not 
have standard for preparation financial statement, from policy making to step by step procedures. To 
produce consolidated financial statement the company should have standard operating procedure for 
preparing financial statement and consolidated financial statement. This standard operating procedure 
should be easily to understand and can be used by everyone.  It is concluded that through this process, the 
consolidated financial statement could assists management in solving financial and management can take 
srategic decision. 

1 INTRODUCTION 

Today companies need fund for develop their 
bussiness. These fund can be from bank or public. 
To get that companies need something to be 
presented. Companies need financial statement to be 
presented. Financial statement use by a single 
company, if the company have subsidiaries they 
must use consolidation financial statement. Financial 
statement use to povide infomation on the financial 
position, financial performance and cash flow,  
that’s it used to decision making (Ikatan Akuntan 
Indonesia, 2017). The financial statement it is to 
show performance to bank or public. If the financial 
statement shows a good performance, then bank or 
public trus to lend their funds to the company. 

PT XXX founded about fifty years ago. PT XXX 
has 53 subsidaries, divided into 7 subholding. the 
subsidiaries is engaged in mining, forestry, 
agribusiness, service, and media. All companies not 
produce financial statement uniformly both in the 
presentation or timing. When financial statement has 
not produce uniformly so financial statement could 
not used for a decision making by management. Is 
financial statement cannot be used for a decision 

making so the reports is to be difficultof being 
consolidation financial statement. 

Company cannot produce consolidaton financial 
statement without good financial statement from 
subsidiaries. Good financial statement can be 
produce with a good standar operational procedure. 
If company has no standar operational procedure and 
only counts on individual employee, the report 
cannot be use to decsion making. Company must 
produce consolidation financial staement if they 
have subsidiaries. Consolidation financial statement 
can be use for fund from bank or public and 
management can notice performance from parent 
company and subsidiaries.  

2 THEORICAL FRAMEWORK 

To make someone to able to do something new and 
unusual so required a standard operational pocedure. 
Standard operational procedure is a procedure to or 
the phase that recorded and the need to be done to 
settle a certain processes and standards that written 
used to achieve a purpose organization (Kasma, 
2012). Standard operational procedure divided into 
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three parts: system, procedure and step. Sytem is 
activities, procedure is more detailed explanation on 
activity, and step are the activities of the procedure 
more detailed (Stup, 2001).  Standard operational 
procedure as guidance to ensure decision, effective, 
consistent, standard and systematic (Tambunan, 
2012). 

Standard operational procedure advantages for 
the an organization in order to measuring of 
employee performance, as a guide and 
communication and supervision and they also 
aasisted an employee to know what will be they 
achieved (Kasma, 2012). Standard operational 
procedure relating to a quality management system 
because standard operational procedure constituting 
a standard so the process taht ocurs be likened to the 
presence of International Organization of 
Standardization (Tambunan, 2012). Standard 
operational procedure have a purpose and functions 
to keep the consistency and level performance 
employees. Knowing clear the role and funtion of 
every position, clarity of groove duty, the authority 
and responsibility, protects organizaion of 
malpractice and to avoid default, doubt, duplicate 
and inefficiency. To be legal basis made guide and 
emloyee dicipline (Kasma, 2012). 

Presenting the financial statements must follow 
prevalling accounting standard. Standard was not 
should be used all, because standard built upon each 
interest. Any entity an choose principle, basic, rules 
and procedures accordance whir what is needed the 
entity in making and presenting financial statement. 
By choosing principle, basic, regulation and 
procedure iti is expected entity can make and 
presenting finacial statements appropriated for the 
conditions. 

Financial statments is a presentation of structured 
of financial position and financial performance an 
entity. Complete financial statements consisting of 
(Ikatan Akuntan Indonesia, 2017): 
1. Statement of financial position 
2. Statement of comprehensive income 
3. Statement of changes  in equity 
4. Statement of cash flows 
5. Note to financial statements  

Intercompany transaction is parties that were 
considered to have special relation if one side has te 
ability to control  the other hand or having 
significant upon the parties other in decision making 
of financial and operational (Ikatan Akuntan 
Indonesia, 2017). Calsified of intercomapny 
transaction are: 
1. The same entity under control 
2. Associate company 
3. Individiuals having significant entity to control 

or influence. 

One of the reasons was intercompany transaction is 
to make cash flows more flexible (Cripe, 2016). 
Intercomapny transaction can be done in four way; 
intercomapny transaction – sales, intercompany 
transaction – working capital, intercomapny 
transaction – royalti and intercompany transaction – 
services. Intercomapny transaction can also be some 
problems when not in control (Volmer, 2016). The 
various ways that could be done to anticipate 
difficulties are likely to occur at a later date : the 
standard policy, central of intercompany transaction, 
master data, cash flow strategic management and use 
third parties for reconciliation. 

Encounter turns and developing economic 
enviroment, one alternative to way to can survive 
and to encounter the change of was with business 
combination (Mortensen, 1994; Chi&Tang, 2007;de 
Souza 2016). For mergers and acquisitions can be 
divided into three categories (Moeller ,2009; 
Ferrer,2016): strategic reason, financial reason and 
organizational reason. Some benefits when they 
commit combination business is improving 
efficiency in capital, skill development,reduce 
repetition in production and increase economies of 
scale (Ravenschaft,1987;Ferrer,2016). Business 
combinationis the union of business entity, business 
combination is one of the way the company to 
develop business gradually. Business combinations 
can be divided into three types of (Beams, 2016): 
horizontal integration, vertical integration and 
conglomeration. Business combination been held by 
the because some thing: cos advantage, minimize 
risk, reduce delay, avoid takeover, acquisition 
intagible asset and other reason. 

Consolidated financial statement has objective 
unite report holding company and subsidiaries, to 
process of consolidating done by holding company 
because it has interest in subsidiaries (Lemus, 2016). 
Several criteria consolidated finacial statement 
according to acounting bulletin No. 51 is: 
1. Holding comapny must have voting rights and 

share 50% or more at subsidiaries. 
2. Holding company have control at subsidiaries. 
3. When in the near future the company plans to 

sell subsidiaries, better in consolidated financial 
statement is not included subsidiaries. 

4. Both holding and subsidiaries should do each 
opearations. 

In addition to mention the citeria should be owned 
an a consolidated financial satement, there are two 
provisions tht must beperformed in consolidated 
finacial statement (Schroeder, 2014). First, asset and 
liabilities that were owned both holding and 
subsidiaries could not recognized repeated. Second, 
the company could not acknowledging income of 
itself. 
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3 RESEARCH METHOD 

Type research used researchers is type research a 
mixture, qualitative and quantitative. So as to be 
visible process of consolidating wich was  already 
carried out and see the step of fist data can be 
presented. By using type research that mix is 
expected to be capable of producing deep an 
explanation. Researchers conducted the collection of 
qualitative data by giving the types of questions to 
the source of information. Functions and the use of 
qualitative research is to researched about matters 
relating to subject of study background. Better 
understand phenomenon that until noe not widely 
known, to determine a new perspective about matter 
which has been known, used by researchers who 
want examining something in depth, used by 
researchers willing to analyze something 
background and researchers who want to use matter 
that not widely kwoen science. While to add 
accuracy or truth data on research, the researchers 
add type the research by using type quantitative 
research support creating data from the consolidated 
financial statement. 

Data collection method in this research was: 
1. A literature review, be conducted by way of 

check of literature dealing with the accounting 
standard guidelines. 

2. The field study , done by looking at the process 
of making the consolidation of those wich have 
occured and discussions with the related in the 
preparation conslidated financial statement. 

3. Case studies, conducted by means of implement 
procedure would be made in consolidated 
financial satement. 

4 ANALYSIS 

This research began with  a restructuring company. a 
result of restructuring done this is the intercompany 
transaction. After seeing restructuring and see 
intercomapany transaction needs to preparation of 
financial statement and consolidated financial 
statement. 

 
4.1 Restructuring Company 
Restructuring which is done by PT XXX and 
subsidiaries wich has been done since the beginning 
of 2010, that the reason were: 
 
 
 

1. Strategic Reason 
PT XXX restructure this is done to encounter 
the market which keeps growing company so 
going concern awake. 

2. Organizational Reason 
PT XXX and subsidiaries want to grouping 
company to the core business from each 
company that the company focus on ability to 
carry out and non operational the core business. 

PT XXX and subsidiaries do a combianation 
business with do vertical integration and 
conglomeration. Vertical integration, PT XXX and 
subsidiaries have company from upstream and 
downstream. Conglomeration , PT XXX and 
subsidiaries perform the merger that had nothing to 
do business at all. Resructuring ondusted by PT 
XXX and subsidiaries had several advantages; costs 
advantages, the risk that smaller, reduce delay and 
avoid the firm outer force from take over. Besides 
the profit gained there are several obstacle faced the 
company, communication among parts and 
recording the cash flows. 

 
4.2 Intercompany Transaction 
Which transactions are conducted by PT XXX and 
subsidiaries done under the same control, with the 
association and with individuals having significant 
to the control or influence. The transaction 
conducted by way of intercompany transaction – 
working capital and intercompany transaction – 
services. Intercompany transaction – services they 
had experienced no diffcultly daily in the operation 
because transaction by virtue of contract as well as 
the documentaion. 

Intercompany transaction – working capital who 
has six combination transaction, transactions seemed 
having problems inculding: no standard policy for 
intercompany transaction, no central control for 
intercompany transaction, no standard master data, 
there is no startegy cash management  for 
intercompany transaction and transfer pricing 
documentation issues. 
 
4.3 Financial Statement 
Some financial statement the company has a 
mismatch. Some company not doing maintenance 
for account recivable, inventory, retained earning, 
tax, investation, deffered cost, payable, bank, and 
prepaid expense. This happened in some companies 
that have not audit. this mismatch make 
management cannot make decision making for each 
companies. If management use this financial 
satement for decison making is useless. 
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4.4 Consolidated Financial Statement 
A person in charge of consolidated financial 
statement PT XXX and subsidiaries do not have 
written schedule to settle consolidated financial 
statement. Consolidated financial statement PT 
XXX and subsidiaries still adjusted to the needs of 
subsiadiary. When the companies need to 
compliment data to bank PT XXX took less than a 
month to prepare the statement. The time it takes 
were due to but does consolidated financial 
statement PT XXX responsible for it must build 
consolidated financial statement for subholding 
forestry, mining private, media, services and CSR. 

In addition responsible for the have to manage 
financial statement some companies. ERP used by 
PT XXX and subsidiaries is can accommodate 
consolidated financial statement, but human 
resource to turn on consolidate dfinancial statement 
less both in the number of quality. PT XXX use 
application spreadsheets to consolidate. 

At the time of cosolidating in PT XXX, there are 
several problems: maintenance chart of account, 
manintenace vendor and customer, maintenance 
investation, and maintenance revenue and cost. With 
constrain occuring in PT XXX, the PT XXX and 
subsidiaries consolidated financial statement has 
been done for necessary management to see 
performance has been done during a priod back and 
prepare strategic plan to be taken companies in the 
future.  

Income is recorded in income in statement of 
comprehensive incomes from the third parties: 
income over loading and unloading conducted port, 
income over coal transportation services, coal on the 
sale of income, income on the sale of crude palm oil, 
and income on the sale of logging. The gain was 
contribute 99% PT XXX income. Subholding media, 
services and csr still not contribute PT XXX income. 
Consolidated working paper for revenue could not 
give details income and a burden is intercompany 
transaction. Intercompany transaction still problems. 
Operating income is good enough to classify based 
on customer income, but for business costs is still 
difficult to classify based on vendor. A vendor 
undetermined according to cause in the elimination 
income and load happened the difference. The 
difference thi will make a statement unbalanced,  so 
as to lessen the difference is that refferedto be 
income is classified according customer. Thus, the 
be eliminated in accordance incomes and there is no 
difference. 

 

5 RESULTS 

The results of the research is PT XXX are not yet 
having standard operational procedure to produce 
financial statement and consolidated financial 
statement. The absence of standard operational 
procedure make reprts that produced is not uniform.  

Do not inconsistency in this report can be seen 
from: irregular intercompany transaction – working 
capital, irregular chart of account, cannot determined 
income and cost  and some account not manage in 
well. Therefore the financial statement and  
consolidated financial  statement cannot produce 
very well. 

6 CONCLUSIONS 

PT XXX restructure gradually done since 2010 until 
now. Restructuring is done is doing business 
combinations by means of vertical integration and 
conglomeration. Restructuring use vertical 
integration and connglomeration can be seen by 
previously only one company and now total 53 
company from uptream to downstream. This process 
is one way to company can survive the market. 

One of the result of restructuring is intercompany 
transaction. Intercompany transaction divide into 
two; intercomapny transaction – services and 
intercompany transaction – working capital. 
intercompany transaction – working capital no in 
writting hence often made a mistake in recording in 
some transactions resulting in difficultly on 
reconciliation. Reconciliation would be easier to 
policies standard for intercompany transaction. 

Every month PT XXX and subsidiaries a 
Statement of financial position, Statement of 
comprehensive income and Note to financial 
statements. Such financial statement served in a 
incomplete there were Statement of changes  in 
equity and Statement of cash flows. Statement of 
cash flows ake by finance only income reduce by 
cost per month. There is no witten caused no 
inconsistency the financial statement. 

How the completion os financial statement and 
maintenance account in the report well to simplify 
company to preparing consolidated financial 
statement. But because the procedure he preparation 
of reports on PT XXX there has been no, then give 
impact in preparing consolidated financial satement 
it should be right time and well for management. 
Now consolidated financial statement PT XXX and 
subsidiaries are adjusted to the needs, if companies 
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need a complemetary data to bank then PT XXX 
took less than a month  to prepare the report. In 
preparing consolidated financial statement timely 
and appropriate for management needed a written 
sandard operational procedure. So consolidated 
financial statement can be used for decision making. 
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Abstract: It continues to be questioned about the issues in the effectiveness of government internal audit in recent 
years. It is due to many reports of corruption cases which generally come from outside the government, and 
none of which comes from internal audit agencies as government internal control apparatus. This study is to 
examine and analyze the effectiveness of government internal audits and what factors that influence the 
effectiveness of internal audit. This study identifies the factors as management support, auditee perceptions 
on internal audit function, organizational independence, and the competency of internal audit staff. This 
study is conducted in Aceh Province by taking a sample of 15 inspectorates in Aceh Province with the 
respondents of 332 government internal auditors who work in it. Primary data is collected through 
questionnaires that are sent directly to internal auditors. Data are analyzed by a mean test and multiple linear 
regressions. The study results show that government internal auditors in Aceh still carry out their duties 
effectively. This disputes the issues that say internal audit is not effective. The factors that influence the 
effectiveness of internal audit are the existence of high management support, positive auditee perceptions on 
internal audit function and audit staff competency, while organizational independence is the factor that does 
not influence the effectiveness of internal audit. 

1 INTRODUCTION 

The effectiveness of government internal audit in the 
past few years has been questioned as many 
corruption cases that have involved regional officials 
both at the levels of district and province (Anggoro, 
2015; Gintings and Budi, 2017). Throughout 2004-
2018 there were 781 corruption cases that are 
handled by Corruption Eradication Commission 
(KPK). Of the cases, there are 358 cases or 45.84% 
involves regional government administrators (KPK, 
2018). Internal audits seem ineffective in preventing 
such irregularities. Government internal audits 
should be an early detection tool in preventing state 
financial irregularities though. 

The effectiveness of government internal audits 
is an important requirement along with the 
increasing demands of the community for the 
implementation of good regional government 
financial management. Internal audit has become a 
control tool that must be used by both the private 
and the public sectors  (Cohen and Sayag, 2010; M. 
Badara and Saidin, 2013). Therefore is time for 
management to seriously provide an effective role 
for internal audits in the organization (Sumritsakun 
and Ussahawanitchakit, 2009),  especially in 

regional governments in order to contribute to the 
improvement of organizations (S. Badara and 
Saidin, 2013) and important parts of government 
organizational structures (Coram, Ferguson and 
Moroney, 2008). In the broader context of 
organization management and control, governance 
and risk management processes are inherent in 
internal audit function (Asare, 2009; Prawitt, Smith 
and Wood, 2009).    

There has not been done much about the study 
that observes whether internal audit is still effective. 
This study examines the effectiveness of 
government internal audits so that it can provide an 
overview of whether the government internal audit is 
still effective or not in carrying out its duties. In 
addition, this study also examines what factors that 
influence the effectiveness of government internal 
audits. 

 

2 LITERATUR REVIEW 

The Effectiveness of Internal Audit 
Internal audit plays an important role in an 
organization both private and public sectors in this 
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case the regional government. Internal audit 
functions as a reviewer in the process of preparing 
financial statements both business and non-profit 
(Reynolds, 2000). Internal auditors play a key role in 
monitoring risk and identifying potential areas of 
increased risk (Goodwin-Stewait and Kent, 2006). 
The purpose of internal audit is to improve the 
efficiency and effectiveness of the organization 
through constructive criticism.  

The Institute of Internal Auditors (IIA) defines 
internal audit: as an independent and objective form 
of confidence and consultation which is designed to 
add value and improve organizational operations. 
Internal audit helps organizations achieve their goals 
by introducing a systematic and disciplined 
approach to evaluating and increasing the 
effectiveness of the risk management, control and 
management processes (Mihret and Yismaw, 2007). 
This definition shows that internal audits have a 
paradigm shift from emphasizing past accountability 
to improve future outcomes to help the auditee 
operates more effectively and efficiently (Stern, 
1994; Cenker and Nagy, 2002; Goodwin, 2004; 
Mihret and Yismaw, 2007). 

The role of internal audit is increasingly 
important in management and supervision (Prawitt, 
Smith and Wood, 2009), and its effectiveness in 
carrying out its responsibilities must have a higher 
frequency (Alzeban and Sawan, 2013). Effectiveness 
in carrying out its functions will have an impact on 
the quality of financial information which is 
presented by management. The word "effectiveness" 
has been defined differently by researchers. For 
example, Arena and Azzone (2009) define 
effectiveness as the ability to get results that are 
consistent with the target goals. Meanwhile, 
Dittenhofer (2001) views effectiveness as the ability 
to achieve goals and objectives. In the same context, 
a program can be seen as effective if the results are 
in line with its objectives (H. N. Ahmad et al., 2009; 
Mihret, James and Joseph, 2010). In terms of the 
effectiveness of internal audits, it means the ability 
of internal auditors to achieve the goals which are 
set out in regional government (S. Badara and 
Saidin, 2013). This is in line that the purpose of 
internal audit for each organization depends on the 
objectives which are set by the management of the 
organization (Pungas, 2003) thus the purpose of 
internal audits in regional government must also go 
according to the targets which are set by the regional 
government. Based on the description, the research 
hypothesis is: 
H1: Government internal audit is still effective in 

Aceh Province. 
 
 

The Factors Influencing the Effectiveness of 
Government Internal Audit  

The effectiveness of internal audit can be 
influenced by several factors, such as auditor 
professional expertise (Al-Twaijry, Brierley and 
Gwilliam, 2003; Mihret and Yismaw, 2007; Arena 
and Azzone, 2009; Anto, Sutaryo and Payamta, 
2016). Other factors are auditor competency, 
independence and objectivity of internal auditors 
and management support (Mihret and Yismaw, 
2007; Cohen and Sayag, 2010; Baharuddin, Alagan 
and Mohd, 2014), internal audit quality (Mihret and 
Yismaw, 2007; Cohen and Sayag, 2010). The 
independence factor is a widely studied factor, 
namely (Al-Twaijry, Brierley and Gwilliam, 2003; 
Cohen and Sayag, 2010; Mihret, James and Joseph, 
2010; D’Onza et al., 2015). 

Arena and Azzone (2009) suggest that the 
characteristics of the audit team, audit processes and 
activities, and organizational relationships are what 
affect the effectiveness of internal audit. Mihret and 
Yismaw (2007) have identified organizational 
characteristics in increasing or decreasing the 
effectiveness of internal audits. They find that 
internal audit quality influence the effectiveness of 
internal audits.  

Furthermore, Alzeban and Gwilliam (2014) 
suggest the factors that influence the effectiveness of 
the internal audit at the public sectors in Saudi 
Arabia are the competency of internal audit 
department staff, the relationship between internal 
and external auditors, management support for 
internal audits and internal audit independence. 
Whereas MacRae and Gils (2014) identify nine 
elements for the effectiveness of external audits in 
the public sector, they are (1) organizational 
independence, (2) a formal mandate, (3) unrestricted 
access, (4) sufficient funding, (5) competent 
leadership, (6) objective staff, (7) competent staff, 
(8) stakeholder support, and (9) professional audit 
standards.  

Based on several previous studies, this study 
identifies four factors that influence the 
effectiveness of government internal audits in Aceh 
Province, and they are management support, auditee 
perceptions of internal audit function, organizational 
independence, and the competency of internal audit 
staff. These factors are very appropriate to see the 
relation with the effectiveness of government 
internal audit whose research subject is the 
inspectorate auditor as the government internal 
supervisor apparatus. The factor of management 
support according to Cohen and Sayag (2010) is in 
the form of support for programs of internal audit 
activities and ensures that internal audits have 
adequate resources that are needed to carry out all 
audit work. Management support means the support 
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from the leadership of an internal audit entity, in any 
form that can be used for the smooth implementation 
of internal audit duties and responsibilities. AAIPI 
(2014) have stipulated that the head of an internal 
audit entity must communicate and request approval 
of the annual internal audit activity plan to the 
leadership of the ministry/institution/regional 
government. This is the first step in providing 
support to internal audit entity. There are existence 
of a well-planned activity plan, and followed by the 
provision of support in the form of human resources, 
finance, as well as facilities and infrastructure for the 
smooth implementation of their duties and 
responsibilities.  

The factor of auditee perception is a process that 
someone uses to manage and to interpret their 
sensory impressions in order to give meaning to 
their environment (Robbins, 2006). The auditee 
perceptions of internal audit function will be able to 
increase the effectiveness of internal audits if the 
auditee perceives positive internal audits. 
Conversely, if the auditee perception is negative 
about internal audit, the internal audit activities 
become ineffective. 

The factor of independence in an audit is 
interpreted as a situation in which the auditor is in a 
free position, he is not bound by any party, and there 
is not intervention from any party in carrying out his 
work. Auditors must be sufficiently independent of 
auditing and ensure that they can do their work 
without intervention or interference (Cohen and 
Sayag, 2010). This is certainly not easy, as it is 
expressed by Mihret, James and Joseph (2010), that 
there will be difficulties for internal auditors to 
maintain independence because internal auditors are 
basically part of the organization as employees. The 
same thing is also stated by Salsabila and 
Prayudiawan (2011) that internal auditors would 
have problems when they had to report findings that 
did not benefit management or auditing with their 
position as workers within the organization that they 
are audited. 

The factor of competency of internal audit staff 
is the expertise from auditor personnel who will 
contribute in running the audit task. Personnel 
expertise will be a guarantee for the organization 
that the assigned tasks will be completed properly. 
The same applies to internal audit entities. An 
auditor performance will be carried out by using 
technical competencies, including education, 
experience, and ongoing training (Awaluddin, 
2013). According to the internal audit standard 
(AAIPI, 2014), the effective role of APIP can be 
realized if it is supported by professional and 
competent auditors, such as education, knowledge, 
expertise and skills, experience, and other 

competencies which are needed to carry out their 
duties and responsibilities.   

Based on the description above, the hypothesis 
of this study are:  
H2: Management support influences on the   

effectiveness of internal audit.  
H3: Auditee perception influences on the 

effectiveness of internal audit.  
H4: Organizational independence influences on the 

effectiveness of internal audit. 
H5: Audit staff competency influences on the 

effectiveness of internal audit. 
 

3 RESEARCH METHOD 

This study is conducted by survey method, which is 
by taking 15 from 23 districts/cities in Aceh 
Province. The choice of location is based on (1) 
representation of city and district areas, and (2) 
representation of financial performance that is 
measured from obtained opinions on examination of 
regional government financial statements. The unit 
of analysis is 332 government internal auditors who 
work in the district/city inspectorate.   

Primary data is collected directly from the field 
using a questionnaire. Secondary data is obtained 
through the inspectorate offices of each district/city. 
Data analysis is carried out using descriptive 
statistics, average test and multiple linear 
regressions. 
 

4 RESULT AND DISCUSSION 

The Characteristics of Respondents  
The characteristics of respondents in this study are 
the characteristics or the circumstances of 
respondents. The respondents who are the subjects 
in this study are 332 internal auditors who work at 
the district/city Inspectorate. The characteristics of 
respondents in this study included gender, age, level 
of education, and working period. The data 
regarding the characteristics of respondents from 
this study can be seen fully in the following Table 1. 
 

Table 1: The Characteristics of Respondents 
The Characteristics of 

Respondents  
Amount Percentage

Gender 
Male 168 50.6 
Female 
No response 

156 
    8 

47.0 
  2.4 
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Total 332          100 

Age 

21 to 30 years   26   7.8 
31 to 40 years 144 43.4 
41 to 50 years 115 34.6 
Above 50 
years 
No response 

  41 
    6 

12.4 
  1.8 

Total 332          100 

Education 

Diploma   24   7.2 
Bachelor 223 67.2 
Master   61 18.4 
Doctor 
No response 

    4 
  20 

  1.2 
  6.0 

Total 332          100 

Years Of 
Service 

Below 1 year   11   3.3 
1 to 3 years   27   8.1 
4 to 5 years   18   5.4 
Above 5 
years 
No response 

259 
  17 

78.0 
  5.2 

Total 332          100 
Source: processed data (2018) 
 

The above Table 1 shows the male 
respondents in the sample are 168 people or 50.6% 
of the total sample and female respondents are 156 
people or 47%, while the remaining 8 people or 
2.4% are respondents who did not response on the 
gender column. Age of respondents is more 
dominant between 31 to 40 years old or 43.4% of the 
total sample and those who did not response on the 
age column are 6 people or 1.8%.  

The majority of respondents who have 
Bachelor degree in level of education (S1) are 223 

respondents or 67.2% of the total sample. The 
majority of respondents who have a working period 
of more than 5 years are 259 people or 78% of the 
number of samples while those that do not response 
on the work period column are 17 people or 5.2%. 
 
The Results of Instrument Testing 
 
The instrument testing of measuring tool is done to 
test whether it is used to meet the requirements as a 
good measuring tool in order to produce reliable 
data. Therefore it is necessary to test validity and 
reliability to assess the correlation between scores of 
each item statement with a total score. The testing 
the validity and reliability in this study uses the help 
of SPSS software.  

The coefficient correlation of r Pearson 
correlation which is obtained must be compared with 
the critical value of the Pearson product moment 
correlation. Each item statement will be declared 
valid if the value of r count > r table at a significance 
level of 5%. The critical value of Pearson product 
moment correlation or r table value is 0.228.  

Reliability test is a measurement to determine 
how far to which the measurement is without bias 
(error free), so that it shows accuracy, consistency, 
and determination of its measurements  (Sekaran and 
Bougie, 2013). Measurement of reliability on the 
research instrument uses the Cronbach Alpha 
technique (a). Sekaran and Bougie (2013) state that 
an instrument can be said to be reliable if it has a 
reliability coefficient value or Cronbach Alpha value 
above 0.60. The results of the validity test and 
reliability test can be seen in the following Table 2. 
 

 
Table 2: The Results of Validity and Reliability Tests 

Variable 

Item of 
Questions 

Validity* Reliability* 

 Correlation 
Coefficient  

Description 
Cronbach 

Alpha 
Description 

 
 
 
 

Effectiveness 

E1 0.627 Valid 

 
0.913 

 
 
 
 
 
 

Reliable 

E2 0.579 Valid 
E3 0.595 Valid 
E4 0.677 Valid 
E5 0.738 Valid 
E6 0.716 Valid 
E7 0.745 Valid 
E8 0.651 Valid 
E9 0.728 Valid 

E10 0.718 Valid 
E11 0.738 Valid 
E12 0.669 Valid 
E14 0.732 Valid 
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Management Support  

DM1 0.769 Valid 

0.871 Reliable 
DM2 0.823 Valid 
DM3 0.842 Valid 
DM4 0.847 Valid 
DM5 0.779 Valid 

Auditee Perception on 
Internal Audit Function  

PA1 0.868 Valid 

0.915 Reliable 
PA2 0.920 Valid 
PA3 0.897 Valid 
PA4 0.888 Valid 

Independence  

IK1 0.810 Valid 

0.825 Reliable 
IK2 0.752 Valid 
IK3 0.762 Valid 
IK4 0.752 Valid 
IK5 0.766 Valid 

Competency of Internal 
Audit Staff  

KK1 0.850 Valid 

0.898 Reliable 
KK2 0.818 Valid 
KK3 0.874 Valid 
KK4 0.887 Valid 
KK5 0.799 Valid 

*Valid : If the value of correlation coefficient > the critical value of r correlation = 0.228 
*Reliable : If the value of cronbach alpha > 0.60 
 

Table 2 shows the results of validity and 
reliability tests for each variable item. All variables 
in this study show the correlation coefficient of 
critical values (r) 0.228 which means that all 
indicators of variables in this study have good 
validity levels. The level of instrument reliability in 
each variable in this study shows a good and 
acceptable level of reliability because all variables 
have alpha cronbach value > 0.60. 
 
The Results of Descriptive Statistics 
The results of descriptive statistics for each variable 
can be shown in Table 3 below. 
 

Table 3: Descriptive Statistics 

Variable Mean 
Standard 
Deviation 

Effectiveness of Internal 
Audit 

4.17 0.51 

Management Support  3.91 0.67 
Auditee Perception 3.81 0.69 
Independence 3.91 0.97 
Audit Staff Competency 3.55 0.72 

 
Table 2 shows the average value of each variable 

using the 5-point Likert scale. The average value of 

the effectiveness of internal audit variable is 4.17 
which almost close to the maximum value of 5. This 
means that respondents consider that government 
internal audit is still effective. The average value of 
management support variable gets a result by 3.91. 
This shows that respondents understand them in 
carrying out their duties to get full support from the 
leadership. The respondents also considered that the 
auditee perception on the internal audit function is 
very positive. This is indicated by the results of an 
average value by 3.81. Respondents also viewed 
them as still working independently with an average 
score by 3.91. While the average value of 
competency by 0.72 means that the auditor 
inspectorate has competent staff. 
 
The Results of Hypothesis Testing 
Hypothesis testing is done, firstly to test whether 
government internal audits are still effective. 
Secondly, to examine whether there is an influence 
of management support, auditee perceptions, 
independence and competence of audit staff on the 
effectiveness of government internal audits. The 
testing results can be seen in Table 4 below. 

 
Table 4: The Results of Hypothesis Testing 

 
 

Mean Mean 
Difference 

t-value p-value Conclusion 
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Hypothesis I 
  

58.378 -3.621 -10.378 0.000 H1: Accepted 

      
  Coefficient t-value p-value Conclusion 
Hypothesis II, III, IV, V 
Constant 
Management Support  
Auditee Perception  
Organizational Independence  
Audit Staff Competency  

 
 

 
36.242 
0.323 
0.811 
0.220 
0.856 

 
 

2.584 
6.672 
1.467 
6.545 

 
 

0.010 
0.000 
0.143 
0.000 

 
 

H2: Accepted 
H3: Accepted 
H3: Accepted 
H5: Accepted 

 
N= 332; R= 0.564; R2 = 0.318;  F= 31.304; Sig= 0.000;  

 
 
The first hypothesis states that government internal 
audits are effective. The results of hypothesis testing 
can be seen in Table 4 which shows the results of t-
value = 10.378 with p-value = 0.000 is smaller than 
the significant level α = 0.05. So it can be concluded 
that government internal audits are still effective in 
Aceh Province. 

The results indicate that government internal 
audits in several districts/cities of Aceh Province are 
still working effectively. This means that internal 
audit has an increasingly strategic role going 
forward and the more effective the internal audit, the 
better the performance of the government. With the 
effectiveness of the auditors carrying out their 
duties, they are expected to become agents of change 
who can create added value to the products or 
services of government agency (AAIPI, 2014). 
Furthermore, the existence of an effective internal 
audit will greatly help the management of the 

government in order to realize good governance that 
leads to clean government. 

The study results also indicate that internal 
audits still work consistently to review financial 
reports, compliance with laws and regulations and to 
evaluate internal control systems. If this is done 
continuously, it will result in good and clean 
governance. The results indicate that government 
internal audit has been able to work in achieving the 
goals and objectives. This is consistent with 
(Dittenhofer, 2001) statement that effectiveness is 
the ability to achieve goals and objectives. 
Government internal audit has been effective, if the 
results are in line with its objectives (N. H. Ahmad 
et al., 2009; Mihret, James and Joseph, 2010). The 
effectiveness of internal audit means that the ability 
to achieve the stated objectives has been achieved 
(M. Badara and Saidin, 2013). 

Table 5 below shows the effectiveness of 
government internal audit indicators in Aceh 
Province. 

 
Table 5: Effectiveness of Internal Audit Indicator 

 
Effectiveness Indicator Average Score 

Scale of 1 to 5 

Ensuring audit results are consistent with the objectives 4.35 
Reviewing compliance with laws and regulations 4.31 
Reviewing compliance with policies and procedures 4.17 
Evaluating government internal control systems 4.29 
Preparing an annual audit plan 4.06 
Evaluating the effectiveness of risk management 4.16 
Recommending the improvement of the operational control system in the organization 4.15 
Increasing the productivity of government organizations 4.00 
Determining the feasibility and effectiveness of organizational system related to internal 
financial records and work supervision  

4.12 

Reviewing the reliability level of financial statements 4.17 
Improving organizational performance 4.05 
Ensuring the recommendations that are given are followed up by the leadership of the 
organization  

4.12 
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Reviewing compliance on the regulatory in organization 4.13 
Reviewing the suitability of program implementation with program planning  4.23 
Total Score                                                                                4.17 

 
Table 5 shows that the average results are close 

to the maximum value of 5. This means that 
government internal audit in Aceh Province is still 
effective. The testing results of the second, third, 
fourth and fifth hypotheses imply that there are 
several factors that influence the effectiveness of 
internal audit. These factors are management 
support, auditee perception, organizational 
independence, and audit staff competency. The 
results of the hypothesis testing can be seen in Table 
4. Based on these results, the multiple linear 
regression equations can be obtained as follows:  
 
Y = 36.242+ 0.323X1 + 0.811X2 + 0.220X3 + 0.856 X4 + e 

 
Description:  Y = Effectiveness of internal audit;  

X1 = Management support;  
X2 =.Auditee perception;  
X3 =.Organizational independence; 
X4 =.Audit staff competency;  
e = error. 

 
It can be explained from the regression equation 

that the constant value is 36.242, which means if the 
factors of management support (X1), the perception 
of the auditee (X2), organizational independence 
(X3) and audit staff competency (X4) are considered 
constant, then the value of internal audit 
effectiveness is 36.242. The regression coefficient of 
management support (X1) is 0.323X1. 

This means that there is an increase by one unit 
of management support will relatively increase the 
effectiveness of internal audit by 32.3%. Thus, the 
higher the management support, the more effective 
the internal audit, which in the end will motivate the 
auditors to work more so as to produce good 
performance. 

The regression coefficient of auditee perception 
(X2) is 0.811. This means that there is an increase 
by one unit of auditee perception will relatively 
increase the effectiveness of internal audit by 81.1%. 
Thus, the better the auditee perception on internal 
audit, the more internal audit will be effective so that 
the results that are achieved will be good. 

The results from the regression coefficient of 
organizational independence (X3) are 0.220. This 
means that, every increase by one unit of 
organizational independence then it will relatively 
increase the effectiveness of internal audit by 22%. 
Thus the more independent the internal audit 

institution, the more effective the internal auditor. 
The results of audit staff competency coefficient 
(X4) are 0.856. This means that, each increase by 
one unit of audit staff competency will relatively 
increase the effectiveness of internal audit by 85.6%. 
Thus the higher the level of competency of the audit 
staff, the more effective the internal audit will be in 
producing audit reports. 

Based on Table 4, it is obtained the coefficient of 
determination value (R2 = 0.318) or 31.8%. This 
value indicates that management supports, auditee 
perceptions, organizational independence, and audit 
staff competency altogether have an influence on the 
effectiveness of government internal audits by 
31.8%, while 68.2% are influenced by other factors 
that are not included in this study. It is obtained 
correlation coefficient (R) results by 0.564, it 
indicates that the degree of relation (correlation) 
between the dependent variable and the independent 
variable is 56.4% which means management 
supports, auditee perception, organizational 
independence, and audit staff competency have a 
positive relation with the effectiveness of 
government internal audits.   

The testing result of the second hypothesis (H2) 
is shown in Table 4 which shows the results of 
accepting the alternative hypothesis (H2). This 
means that management support has a significant 
positive influence on the effectiveness of 
government internal audits. The results are 
consistent with previous studies such as Cohen and 
Sayag (2010); Mihret and Yismaw (2007); Anto, 
Sutaryo and Payamta (2016); and Baharuddin, 
Alagan and Mohd (2014) state that management 
support contributes significantly in increasing the 
effectiveness of internal audits.  

Management support is an important aspect of 
carrying out work. Cohen and Sayag (2010) state 
that management support provides support for all 
programs that are implemented by internal audits or 
ensures that internal audits have sufficient resources 
to carry out all work related to the audit. Forms of 
management support vary, for example, providing 
facilities, training and education and so on. Like 
what is stated by Mihret, James and Joseph (2010) 
forms of support can be in the form of adequate 
allocation in human resources and equipment for 
internal audits, as well as a form of coordination 
with auditors in order to be able to work together 
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with the internal audit during the execution of their 
duties.   

The testing result of the third hypothesis (H3) is 
shown in Table 4 which shows the results of 
accepting the alternative hypothesis (H3). This 
means that the auditee perception on internal audit 
function has a significant positive influence on the 
effectiveness of government internal audit. The 
results indicate that auditee still believes in internal 
audit function. According to Mulyadi  (2002) 
internal audit function is to investigate and to assess 
internal control and the efficiency from the 
implementation of functions in various 
organizational units. Thus the internal audit function 
is a form of control whose function is to measure 
and assess effectiveness of other internal control 
elements. 

The purpose of internal audit itself is to provide 
added value and to make improvements to the 
organization operations. Furthermore, this goal can 
be done by helping organizations achieve their goals 
through a systematic approach, discipline to evaluate 
and to make improvements on the effectiveness of 
risk management, control processes that are honest, 
clean and good (Akmal, 2006). Positive auditee 
perceptions will have an impact on internal audits 
that function effectively. 

The testing result of the fourth hypothesis (H4) is 
shown in Table 4 which shows the results of 
rejecting the alternative hypothesis (H4). This means 
that the organizational independence does not 
significantly influence the effectiveness of 
government internal audits in Aceh Province. The 
results are not consistent with the results of previous 
studies such as Anto, Sutaryo and Payamta (2016); 
Baharuddin, Alagan and Mohd (2014); Cohen and 
Sayag (2010); and D’Onza et al. (2015) who state 
that organizational independence influences the 
effectiveness of government internal audits. 

According to (Walther and Skousen, 2009), there 
are three kinds of threats of independence between 
internal audit and management, they are if internal 
audit career still depends on auditing, budget 
approval is still in the hands of auditing, and there is 
involvement from management (audited) in 
developing internal audit plans. Relating to internal 
audit career, the current career level system of which 
internal audit is one step to occupy managerial 
positions can be a threat to internal audit 
independence (Goodwin and Yeo, 2001). The same 
thing is also stated by Stewart and Zain, 
Subramaniam and Stewart (2006) who state that the 
placement pattern of internal auditors into 
managerial positions allows the reluctant when they 

are auditing the audited, and they know they will 
occupy it in the future. 

Independent threats are also caused by the 
confusion from the role of internal auditors between 
the trustees and as the consultants (Cooper, Leung 
and Wong, 2006), despite the experimental results of 
Zain, Subramaniam and Stewart (2006), internal 
auditors do not become biased when conducting 
activities as consultants. Independence threat 
actually arises when internal auditors are involved in 
the risk management process in audited 
organizations (Zain, Subramaniam and Stewart, 
2006). This is different from Arena and Azzone 
(2009), that by monitoring internal control systems 
and risk management, internal audit can help 
managers achieve their goals by giving advice on the 
effectiveness of these controls. 

However, the independence of internal auditors 
must continue to be endeavored so that in each 
assignment, internal auditor does not feel that he has 
a disturbance, either fear or intervention that can 
influence his judgment. Internal auditors are not 
allowed to side with anyone, because their technical 
expertise is perfect. In the absence of independence, 
they will not be able to maintain their freedom of 
opinion (Singgih and Bawono, 2010). If the auditor 
has been independent, the auditor can maintain 
objectivity, so that the results are more valid and 
accountable. In general perception, internal auditors 
cannot carry out their audit activities effectively 
without independence and objectivity, because both 
of these are fundamental attributes for internal 
auditors to maintain their credibility (D’Onza et al., 
2015). AAIPI (2014) regulate the independence of 
internal audits in the form of coordination from the 
leadership of internal audit with the leadership of 
ministries/institutions/regional governments that are 
realized by signing the audit charter between internal 
audit and government/regional government. This is a 
form of commitment that government/regional 
government will not interfere in the performance of 
internal audits so that the responsibility for carrying 
out audits can be fulfilled. 

The testing result of the fifth hypothesis (H5) is 
shown in Table 4 which shows the results of 
accepting the alternative hypothesis (H5). This 
means that the competence of internal audit staff has 
a significant positive influence on the effectiveness 
of internal audit in Aceh Province. The results are 
consistent with the results of previous studies such 
as Baharuddin, Alagan and Mohd (2014) and (N. H. 
Ahmad et al., 2009) who states the competence of 
audit staff contributes to the effectiveness of internal 
audit. 
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To achieve the stated goals, an organization must 
have reliable personnel. It is the personnel who are 
professional and proficient in carrying out their 
duties. Personnel expertise will be a guarantee for 
the organization that the assigned tasks will be 
completed properly. The same applies to internal 
audit entities. An auditor performance will be 
carried out by using technical competencies, 
including education, experience, and ongoing 
training (Awaluddin, 2013). In the government 
internal audit standards, the role of APIP as an 
effective internal auditor can be realized if it is 
supported by professional and competent auditors, 
such as education, knowledge, expertise and skills, 
experience, and other competencies that are needed 
to carry out their duties and responsibilities (AAIPI, 
2014).  

As time goes by, auditors must always maintain 
and renew their expertise, so that they can always 
carry out their duties and responsibilities optimally, 
through the means of Continuing Professional 
Education in order to ensure their competencies 
which are in accordance with APIP needs and 
environmental development supervision. Awaluddin 
(2013) mentions professional expertise as a technical 
competency, it is the competency that must be 
possessed by an auditor either in the fields of 
auditing, accounting, government administration, or 
communication science. The technical competency 
of internal auditors must be continuously improved 
in order to provide efficient and effective and high-
quality services to interested parties (Mihret and 
Yismaw, 2007; Mihret, James and Joseph, 2010). 

 

6 CONCLUSIONS 

Based on the results of discussion in the previous 
chapter, then the conclusions  are as follows. 
1. Government internal audits at several 

districts/cities in Aceh Province are still 
effective.  

2. Altogether the variables of management 
support, auditee perceptions, organizational 
independence, and audit staff competency have 
an influence on the effectiveness of government 
internal audits at several districts/cities in Aceh 
Province.  

3. Each variable of management support, auditee 
perception and audit staff competency partially 
have a significant influence on the effectiveness 
of internal audit. While the organizational 

independence variable does not influence the 
effectiveness of internal audit.  
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Abstract: The aim of this research is to analyze the factors that influence the implementation of accounting 
conservatism principle in Indonesia. The population of this research were 143 manufacturing companies 
that listed on the Indonesia Stock Exchange (IDX) in 2015-2017. Technique to collect the sample was 
purposive sampling, and selected 39 companies with 117 units of analysis. The technique of data collection 
used documentation by collecting data published by other parties. The technique of data analysis used 
multiple linear regression analysis. The test results showed that independent commissioners, leverage, 
profitability, and liquidity have a significant positive effect on the implementation of accounting 
conservatism, while cash flow has no effect on the implementation of accounting conservatism. Suggestions 
for further research can use positive accounting theory to better explain the variables that influence the 
implementation of accounting conservatism. 

1 INTRODUCTION 

Financial statements are information provided by the 
company to stakeholders to provide an overview of 
the company’s financial condition for decision 
making (Collins, Hribar, & Shaolee, 2014). The 
financial statements presented should be in 
accordance with general accepted accounting 
principles and applicable accounting standards 
(SAK) in order to provide relevant information 
which can be accounted for and can be compared 
with each other. 

One of the accounting principles that prevails in 
Indonesia is the implementation of conservatism 
principle. Conservatism is a precautionary principle 
in which a company will recognize expenses and 
liabilities as soon as possible even though there is 
uncertainty about the results, but only recognize 
income and assets when there is certainty that they 
will be accepted. This principle is applied to provide 
guarantee to stakeholders (Ball & Shivakumar, 
2005) because it shows that the income and assets 
listed in the published financial statement are real, 
they are truly have become the rights of the 
company. On the other hand, the income statement 
and other comprehensive incomes will present too 

low profit (understatement), because the expense is 
recognized as soon as possible whereas income is 
not. This is attempted to avoid any indication of 
financial statement manipulation for the company’s 
internal interest which can harm the external parties 
of the company. 

One example of financial statement 
manipulations was carried out by PT Kimia Farma 
in 2001 which provided overstate profit of Rp 32 
billion (Bapepam). In 2015, PT Toshiba was also 
proven to be inflating profit of Rp 1.2 billion over 
the past seven years, which resulted in 45 
shareholders seeking compensation for inappropriate 
accounting practices (kompas.com). These cases 
indicate that the implementation of the conservatism 
principle to companies in Indonesia is still very low, 
so that the financial statements produced are not 
accurate enough to be used as material for decision 
making for the stakeholders. 

Several previous studies had tried to identify the 
causal factors of the conservatism principle 
application. One of them is an independent 
commissioner who has no relationship with any 
party. Independent commissioners can carry out 
their duties by monitoring management through the 
implementation of accounting conservatism. 
(Foroghi, Amiri, & Fallah, 2013), (R. S. K. 
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Pratanda, 2014)  explained that independent 
commissioners have a positive and significant effect 
on accounting conservatism. This research result is 
not in line with  (Padmawati & Fachrurrozie, 2015), 
(Risdiyani & Kusmuriyanto, 2015)and (Zulfikar, 
May, Suhardjanto, & Agustiningsih, 2017) who 
showed that independent commissioners have no 
effect on accounting conservatism. 

Leverage is a debt financing activity(Utama & 
Khafid, 2015). The higher the leverage, the higher 
the right of the creditors to oversee management 
performance and demand manager to be 
conservative.  (R. S. Pratanda & Kusmuriyanto, 
2014), showed that leverage has a significant 
positive effect on accounting conservatism. This 
research result is not in line with (Brilianti, 2013) 
who explained that leverage does not affect the level 
of accounting conservatism. 

Profitability is the company’s ability to make 
profits. (Saputri, 2013) presented that companies 
with high profitability will tend to choose 
conservative accounting to manage profits so that 
they do not experience any fluctuation. (R. S. 
Pratanda & Kusmuriyanto, 2014), (Syifa, Kristanti, 
& Dillak, 2017) explained that profitability has a 
positive effect on accounting conservatism. This 
research result is not accordance with (Padmawati & 
Fachrurrozie, 2015), (Jayanti, 2016) who revealed 
that profitability has a negative effect on accounting 
conservatism.  

Liquidity is the company’s ability to pay off 
short-term debt. Companies with strong conditions 
will choose conservative accounting so that the 
company performance is maintained. (Nasir, Ilham, 
& Yusniati, 2014)  stated that liquidity has a positive 
and significant effect on accounting conservatism. 
This research is not in line with (Susanto & 
Ramadhani, 2016) who explained that liquidity has 
no effect on accounting conservatism. 

Cash flow is the amount of money moving into 
and out which consists of company operational 
activities, investment activities and funding 
activities. Companies will be more conservative by 
presenting small value assets and profits when cash 
flow is generated high (Martani & Dini, 2010). 
(Jayanti, 2016)  showed that operating cash flow has 
a positive effect on accounting conservatism. This 
research result is not accordance with (Saputri, 
2013) and (Rohminatin, 2016) who believed that 
cash flow does not significantly influence 
accounting conservatism. 

2 THEORICAL FRAMEWORK 

Institutional ownership is the number of shares by 
institutional parties. Institutional parties can be an 
effective monitoring tool for management in 
increasing company value. The higher the 
institutional ownership, then the institutional parties 
have the ability to control management parties 
through an effective monitoring process (Brilianti, 
2013). The greater the share ownership in financial 
institutions, the greater the power of voice and the 
drive to oversee management performance 
(Prahasita, 2016). 

Independent commissioners are parties that have 
no relationship with any party. The existence of 
independent commissioners make the supervision 
conducted by the board of commissioners becomes 
strict (Siahaan, 2013), (Klein, 2002). The more 
proportion of independent commissioners in a 
company will show a strong board of commissioners 
so the level of desired conservatism also will be 
higher(Savitri, 2016). In addition, based on agency 
theory, the existence of independent commissioners 
can oversee management performance (El-Chaarani, 
2014) so it can avoid manager’s opportunistic 
attitude and demand managers to apply conservative 
accounting. (Foroghi et al., 2013), (Salama, 2017), 
(Ahmed & Henry, 2012) and (R. S. Pratanda & 
Kusmuriyanto, 2014)  explained that the proportion 
of independent commissioners has a significant 
positive effect on accounting conservatism. 

 
H1: Independent commissioners have a positive 
effect on accounting conservatism 

 
Leverage is a ratio that shows a comparison of 

how much debt a company has with asset or equity. 
Leverage becomes an indicator to find out whether 
the company finances asset or its capital is obtained 
from debt. If the company has been given a loan by 
creditors, then the creditors automatically have an 
interest in the security of the loaned funds that are 
expected to generate profit (Pambudi, 2017). The 
relationship between company managers and 
creditors can be seen using agency theory. The 
higher the company’s debts indicate the greater the 
role of creditors in overseeing managers and it will 
tend to demand managers to apply accounting 
conservatism. As a result, information asymmetry 
between creditors and company will be decreased 
because managers cannot hide financial information 
that might be manipulated or overstated assets 
(Susanto & Ramadhani, 2016). (Dewi & Suryanawa, 
2014), (R. S. Pratanda & Kusmuriyanto, 2014) 
explained that leverage has a significant and positive 
effect on accounting conservatism. 
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H2: Leverage has a positive effect on accounting 
conservatism 

 
Profitability is the company’s ability to make 

profits. The high profitability shows how the value 
of a company. The higher the value of profitability, 
then the company will strive to present the profit 
obtained which is not too fluctuating. The 
presentation of profits in order to make it look flat 
and not have high fluctuation, managers can use 
accounting conservatism as part of earnings 
management (Padmawati & Fachrurrozie, 2015). It 
is based on signal theory which reveals that manager 
will provide a signal of high profitability in the form 
of company growth in the future. The high 
profitability makes the company has a lot of retained 
profits and it indicates that accounting conservatism 
is implemented (Andreas, Ardeni, & Nugroho, 
2017). (Saputri, 2013) and (Syifa et al., 2017) 
showed that profitability has a positive effect on 
accounting conservatism. 
 
H3: Profitability has a positive effect on accounting 
conservatism 

 
Liquidity is the company’s ability to fulfill its 

short-term obligations. The higher the liquidity 
indicates the better the company. The high liquidity 
value will show the strength of the company’s 
condition. The higher the liquidity, the more 
conservative the company will be (Pramudita, 2012). 
It is done in order to maintain the company’s 
performance. In addition, the greater the liquidity 
ratio, the company will be more careful because if 
current assets increase, political costs will also 
increase, so managers will tend to be conservative to 
reduce profits so that political costs do not increase. 

The relationship between liquidity and 
conservatism can be explained by signal theory, 
which can be seen from the financial information 
presented by management. Companies that have 
high liquidity value show the strength of the 
company’s conditions (Nasir et al., 2014). It happens 
because it is better when the liquidity ratio is higher 
because the current assets used to pay off the current 
debts are getting bigger. One way that can be done 
in order to maintain the company’s performance is 
applying accounting conservatism. (Nasir et al., 
2014) presented that liquidity has a significant and 
positive effect on accounting conservatism. 
 
H4: Liquidity has a positive effect on accounting 
conservatism 

 
Cash flow is the amount of money moving into 

and out from activities carried out by the company. 
The cash flow report consists of company 

operational activity, investment, and funding. Cash 
flow statement from operational activity is indicator 
that determines whether the operations of a company 
are able to pay off debt, pay dividend, maintain 
company operation, and make new investment 
(Savitri, 2016). Companies will be more 
conservative when operating cash flow they produce 
is high (Madsen, 2011), (Martani & Dini, 2010), 
(Lightstone, Wilcox, Beaubien, & Lightstone, 2014). 
The high operating cash flow can indicate the good 
performance of the company (Wampler, Smolinski, 
& Vines, 2009).  

Cash flow and accounting conservatism can be 
associated with signal theory, in which managers 
provide signal in the form of cash flow information. 
Cash flow information will be used by investors to 
assess company performance. Managers will try to 
apply accounting conservatism when the cash flow 
they generate is high. (Jayanti, 2016) showed that 
operating cash flow has a positive effect on 
accounting conservatism. 
 
H5: Cash flow has a positive effect on accounting 
conservatism. 
 

3 RESEARCH METHOD 

This research was quantitative research using 
secondary data, namely annual report data taken 
from the company’s website. The population used in 
this research was manufacturing companies listed on 
the Indonesia Stock Exchange (IDX) in 2014 to 
2016 (along with the Toshiba case revealed in 2015) 
as many as 149 companies. The sampling technique 
used purposive sampling and selected 39 companies 
with 117 data analysis units. The sample 
determination in this research was based on the 
following criteria in Table 1. 

This research used the implementation of the 
conservatism principle as the independent variable 
and independent commissioner, leverage, 
profitability, liquidity and cash flow as independent 
variables with the operational definition of the 
variable presented in table 2.  

The technique of data collection was carried out 
by documenting the data related to the research 
variables. The research data was in the form of the 
sample company annual reports from 2014-2016. 
Hypothesis testing used multiple linear regression 
analysis. 
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Table 1: Determination of Research Sample 
No Criteria Beyond Number 
1 Manufacturing 

companies listed on 
the Indonesia Stock 
Exchange in 2014-
2016 

 149 

2 Manufacturing 
companies listed on 
the Stock Exchange 
in 2014, 2015 and 
2016 respectively

(14) 135 

3 The company 
published financial 
statement 
consistently from 
2014, 2015 and 
2016 

(18) 117 

4 The company 
presents financial 
statement in rupiah 

(22) 95 

5 The company has a 
market to book 
value of more than 
1  

(56) 39 

6 The total number of 
companies included 
in the sample of the 
research 

 39 

Source: Secondary data processed, 2018 
 

Table 2: Variable Operation Defenition 

Variabel Variabel Definition Indicator 

Accounting 
conservatism 
(MTB) 

 
 
 
 
 

a concept that recognizes 
expense and liability 
immediately even though 
there is uncertainty about 
the results, but only 
recognizes income and 
asset when it is certain to 
be accepted (Savitri, 2016) 

 
𝐌𝐓𝐁

𝑷𝒓𝒊𝒄𝒆
𝑬𝑷𝑺 

 
 

(Saputri, 2013) 

Independent 
Commission
er (IND) 

parties that are not related 
to any party and carry out 
the main function of 
independently monitoring 
the company’s 
management performance 
(Prahasita, 2016) 

Number of Independent Commissioners
Number of Commissioners

𝑥 10

(Risdiyani & 
Kusmuriyanto, 2015) 

Leverage 
(LEV) 

debt financing activities 
(Utama & Khafid, 2015) 

DER
Total Debt

Total Equity
 

(Murhadi, 2015) 

Profitability 
(PROF) 

the company’s ability to 
generate profits (Murhadi, 
2015) 

ROE
Net Profit after Tax

Total Equity

(Saputri, 2013) 

Variabel Variabel Definition Indicator 

Likuiditas 
(LIK) 

the company’s ability to 
fulfill its short-term 
obligations (Susanto & 
Ramadhani, 2016) 

CR
Current Asset
 Current Debt

 
 

(Nasir et al., 2014) 

Cash Flow 
(CF) 

inflow and outflow cash 
or cash equivalent (PSAK 
No. 2) 

CFROA
Cash from Operating Activity

Total Asset

(Jayanti, 2016) 

Source: Author’s summary, 2018. 

4 RESULT AND DISCUSSION 

The classical assumption test is a prerequisite before 
hypothesis testing. This research has passed the 
classical assumption test, with the normality test 
result of 0.096 which is greater than 0.05. The 
multicollinearity test has a tolerance value of more 
than 1 and VIF less than 10. The autocorrelation test 
gets a result of 0.115 which is greater than 0.05. 
While the heteroscedasticity test obtains the result of 
43,758 which is less than 142,138. Table 3 shows 
the results of hypothesis testing related to research 
variables. 
 

Table 3: Hypothesis Test Result 
Variable Partial 

TestSig 
Simultaneous 
Test 
Sig 

Determination 
Coefficient  
Adjustment R2

(Constant)    
IND 0,045   
LEV 0,000   
PROF 0,000 0,000 0,884 
LIK 0,028   
CF 0,472   

Source: processed secondary data, 2018 
Table 3 shows that the IND, LEV, PROF, LIK 
variables affect the MTB variable partially with a 
significance value of less than 0.05. While for the 
CF variable partially does not affect the MTB 
variable because the significance value is more than 
0.05. The test result of the determination coefficient 
obtains Adjustment R2 value of 0.884 means that 
88.4% of the factors that influence accounting 
conservatism can be explained by the independent 
variables in this study. While the remaining 11.6% is 
explained by other variables outside the research 
model. 
 
The Effect of Independent Commissioners on 
Accounting Conservatism 
Independent Commissioners have a significant 
positive effect on accounting conservatism. 
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Independent commissioner variable becomes one of 
the factors for companies in determining decision to 
implement accounting conservatism. The more the 
proportion of independent commissioners in a 
company will show a strong board of commissioners 
(Yanto, Hasan, Fam, & Raeni, 2017), so that the 
level of conservatism desired is higher as well 
(Savitri, 2016). 

Agency theory explains that agency conflict can 
be reduced by the existence of a board of 
commissioners that demands managers to apply 
accounting conservatism.  (Risdiyani & 
Kusmuriyanto, 2015) and (Wahyudin & Solikhah, 
2017)  explained that the existence of a board of 
commissioners in a company is intended to reduce 
the existence of an interest conflict between 
shareholders and managers. Independent 
commissioners will demand the managers to apply 
conservative accounting to produce quality financial 
information. This research result is in line with 
(Foroghi et al., 2013), (R. S. Pratanda & 
Kusmuriyanto, 2014) who showed that independent 
commissioners have a significant positive effect on 
accounting conservatism. 
 
The Effect of Leverage on Accounting 
Conservatism 
Leverage has a significant positive effect on 
accounting conservatism. The higher the value of 
leverage will increase the company in applying 
accounting conservatism. Companies that have been 
given loans by creditors, the creditors automatically 
have an interest in the security of the loaned funds 
that are expected to generate profits (Pambudi, 
2017). This result causes creditors conduct strict 
supervision then managers tend to be demanded to 
apply conservative accounting. 
Agency theory explains the agency relationship 
between managers and creditors. Creditors have an 
interest in the security of the funds that have been 
lent so that the funds can provide profits. In this 
case, creditors have an interest in the distribution of 
net assets and lower profits to managers and 
shareholders so creditors tend to demand managers 
to apply conservative accounting (Pramudita, 2012). 
This research result is in line with (Dewi & 
Suryanawa, 2014) and (Prahasita, 2016) who stated 
that leverage has a significant positive effect on 
accounting conservatism. 
 
The Effect of Profitability on Accounting 
Conservatism 
Profitability has a significant positive effect on 
accounting conservatism. The higher the value of 

profitability owned by the company indicates the 
better the company financial condition (Risdawaty 
& Subowo, 2015), (Baroroh, 2017). Companies that 
have a high amount of profitability value will try to 
make the profits presented do not have high 
fluctuation. If managers want to present profits to be 
flat and not too fluctuating, they can use accounting 
conservatism as part of earnings management 
(Padmawati & Fachrurrozie, 2015). 

Signalling theory explains managers give signals 
to markets or investors related to the condition of the 
company. Managers will provide a signal of high 
profitability value in the form of the growth in the 
future. The higher the value of profitability makes 
the company has a lot of retained earnings and it 
indicates that accounting conservatism is applied 
(Andreas et al., 2017). This result is in accordance 
with (R. S. K. Pratanda, 2014) and (Saputri, 2013) 
who showed that profitability has a positive effect 
on accounting conservatism. 
 
The Effect of Liquidity on Accounting 
Conservatism 
Liquidity has a significant positive effect on 
accounting conservatism. The higher the value of 
liquidity will increase the company in applying 
accounting conservatism. The higher the liquidity 
ratio shows the better the company because the 
current assets owned are able to pay off the current 
debts. A large liquidity ratio shows the ability of the 
company to have good performance and strong 
financial conditions, so it tends to choose 
conservative accounting in order to maintain the 
company performance (Risdiyani & Kusmuriyanto, 
2015)  

Signalling theory can explain the relationship 
between liquidity and accounting conservatism, in 
which managers give a signal in the form of 
financial information related to the condition of the 
company. The condition of a company can be seen 
from the value of liquidity owned by that company. 
Companies that have high liquidity value show the 
strength of the company’s conditions (Nasir et al., 
2014). A company will try to keep maintaining the 
condition of the company itself, one of the trials is 
by applying accounting conservatism. This result is 
in line with (Nasir et al., 2014) who revealed that 
liquidity has a significant positive effect on 
accounting conservatism. 
 
The Effect of Cash Flow on Accounting 
Conservatism 
Cash flow has no effect on accounting conservatism. 
The higher the company’s cash flow does not affect 
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the choice of companies to apply accounting 
conservatism. It indicates that cash flow cannot be a 
determining factor for the company to make decision 
to apply accounting conservatism. 

Signalling theory cannot explain the relationship 
between cash flow and accounting conservatism. It 
happens because the cash value which is obtained by 
the company cannot always finance the company 
operational activity. It is proven by the research 
which argues that there was a continuous decline in 
cash flow during 2014-2016; therefore, applying 
accounting in that condition is not the best way. 
Managers will try to apply accounting procedures 
that increase profits they report to hide the negative 
impacts of company activities that have a decrease 
in the amount of cash flow (Rohminatin, 2016). This 
result is in accordance with (Saputri, 2013) and 
(Rohminatin, 2016) who declare that cash flow has 
no effect on accounting conservatism. 
 
Table 4: Results of the small group trial assessment 
the Learning Materials for Problem Based Learning 
Strategies 

No Rated aspect Average Category 
1 Accurate content 3.8 Very good 

2 Accuracy of coverage 3.75 Very good 

3 Readability of teaching 
materials 

3.5 Very good 

4 Logical exposure 3.5 Very good 

5 Reasonable resentation 3.55 Very good 

6 Examples related to 
material 

3.35 Good 

7 Tools that make it easy 3.3 Good 

8 An orderly and 
consistent format 

3.5 Very good 

9 Changes / packaging 3.45 Good 

10 Ilustration 3.3 Good
 
4.1 Third Revision 
The third revision was carried out to accommodate 
suggestions from 10 students in small group trials. 
Improvements include giving examples that are 
appropriate to the material, the use of symbols that 
are used more consistently and the use of images 
that can clarify the information to be conveyed. 
 
4.2 Results of Field Tests with 30 Students 
Field trials were carried out on students in the third 
semester of the Office Administration education 
program totaling 30 people. In this trial students 
were asked to work on problem-based student 
worksheets and study the learning strategies of the 
Teaching Materials for Problem Based Learning 
Strategy and continued to follow the evaluation of 

learning outcomes. From the results of data analysis 
using SPSS for the non-Free Samples t-test are 
known in table 5 below: 
 

Tabel 5: Paired Samples Test 
Paired Samples Test 

 Pair 1 

Pretest - Postest

Paired 
Differences 

Mean -13.80000 

Std. Deviation 5.18885 

Std. Error Mean .94735 

95% Confidence 
Interval of the 
Difference

Lower -15.73755 

Upper -11.86245 

t -14.567 

df 29 
Sig. (2-tailed) .000 
 
The table above shows t count of -14.567 while the 
hypothesis in this research is: 
H0 = there is no difference in learning outcomes 
before and after using the Teashing Material for 
Problem Based Learning Strategy. 
H1 = there are differences in learning outcomes 
before and after using Teaching Materials for 
Problem-Based Learning Strategy. 
The results of t ¬count are -14.567 and t table -2.04 
with significance 0.000 <.05, then H¬0 is rejected 
and H1 is accepted meaning that there are 
differences in learning outcomes before and after 
using Teaching Materials for Problem Based 
Learning Strategies. From the table above, it is also 
known that MD -13.80 shows the average after 
higher than the average before, or in other words the 
negative MD value indicates that the average 
learning outcomes after using Teaching Materials 
for Problem Based Learning Strategies are higher 
than before, it can be concluded that there is an 
increase in learning outcomes after using the 
Teaching Materials for Problem Based Learning 
Strategies.  
 
4.3 Fourth Revision 
Questionnaire Results of Students show that the 
developed textbooks are very good but it is still 
recommended to improve the appearance of capers 
and the contents of teaching materials with colors 
that attract students' attention. This fourth revision is 
carried out based on input from students by 
improving the color in the caper and the appearance 
of the more colorful Learning Materials for Problem 
Based Learning Strategy. 
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4.4 Prototype / Teaching Material Model 
The final result of this research is a prototype of 
Teaching Material for Problem Based Learning 
Strategy that will be implemented by students of the 
Office Administration Education Study Program. 

5 CONCLUSION 

Based on the results of research and discussion, it 
can be concluded that independent commissioners, 
leverage, profitability, liquidity, and cash flow have 
a significant effect on accounting conservatism. 

Suggestions for further research can use positive 
accounting theory to build hypotheses and can use 
other measurement proxies for cash flow variable, 
based on the result of rejected cash flow variable 
testing. 

REFERENCES 

Ahmed, K., & Henry, D. (2012). Accounting conservatism 
and voluntary corporate governance mechanisms by 
Australian firms. Accounting & Finance, 52(3), 631–
662. 

Andreas, H. H., Ardeni, A., & Nugroho, P. I. (2017). 
Konservatisme Akuntansi di Indonesia. Jurnal Ekonomi 
Dan Bisnis, 20(1), 1–22. 

Ball, R., & Shivakumar, L. (2005). Earnings quality in UK 
private firms: comparative loss recognition timeliness. 
Journal of Accounting and Economics, 39(1), 83–128. 

Baroroh, N. (2017). The Roles of Productive Assets Quality 
in Mediating Effect of Risk Management 
Implementation to the Firm Value in Indonesian 
Banking. Jurnal Dinamika Akuntansi, 8(2), 109–116. 

Brilianti, D. P. (2013). Faktor-faktor yang Mempengaruhi 
Penerapan Konservatisme Akuntansi Perusahaan. 
Accounting Analysis Journal, 2(3). 

Collins, D. W., Hribar, P., & Shaolee, X. (2014). Author ’ s 
Accepted Manuscript. Journal of Accounting and Eco-
nomics. https://doi.org/10.1016/j.jacceco.2014.08.010 

Dewi, N. K. S. L., & Suryanawa, I. K. (2014). Pengaruh 
Struktur Kepemilikan Manajerial, Leverage, Dan 
Financial Distress Terhadap Konservatisme Akuntansi. 
E-Jurnal Akuntansi, 223–234. 

El-Chaarani, H. (2014). The impact of corporate governance 
on the performance of Lebanese banks. 

Foroghi, D., Amiri, H., & Fallah, Z. N. (2013). Corporate 
Governance and Conservatism. International Journal of 
Academic Research in Accounting, Finance and 
Management Sciences, 3(4), 61–71. 

Jayanti, A. (2016). Pengaruh positive accounting theory , 
profitabilitas dan operating cash flow Terhadap 
Penerapan Konservatisme. Jurnal Ilmu Dan Riset 
Manajemen, 5(10), 1–17. 

Klein, A. (2002). Audit committee, board of director 
characteristics, and earnings management. Journal of 
Accounting and Economics, 33(3), 375–400. 

Lightstone, K., Wilcox, K., Beaubien, L., & Lightstone, K. 
(2014). Misclassifying cash flows from operations : 
intentional or not ? https://doi.org/10.1108/IJAIM-07-
2012-0039 

Madsen, P. E. (2011). How standardized is accounting? The 
Accounting Review, 86(5), 1679–1708. 

Martani, D., & Dini, N. (2010). The influence of operating 
cash flow and investment cash flow to the accounting 
conservatism measurement. Chinese Business Review, 
9(6), 1. 

Murhadi, W. R. (2015). Analisis Laporan Keuangan 
Proyeksi dan Valuasi Saham. Jakarta: Salemba Empat. 

Nasir, A., Ilham, E., & Yusniati. (2014). Pengaruh Struktur 
Kepemilikan Manajerial, Risiko Litigasi, Likuiditas, 
Dan Political Cost Terhadap Konservatisme Akuntansi. 
Jurnal Ekonomi, 22(2), 93–109. 

Padmawati, I. R., & Fachrurrozie, F. (2015). Pengaruh 
Mekanisme Good Corporate Governance Dan Kualitas 
Audit Terhadap Tingkat Konservatisme Akuntansi. 
Accounting Analysis Journal, 4(1). 

Pambudi, J. E. (2017). Pengaruh Kepemilikan Manajerial 
dan Debt Covenant Terhadap Konservatisme Akuntansi. 
Competitive Jurnal Akuntansi Dan Keuangan, 1(1), 87–
110. 

Prahasita, H. S. (2016). Struktur Kepemilikan, tatakelola 
Perusahaan, dan Konservatisma. Jurnal Akuntansi 
Bisnis, XV(29), 62–76. 

Pramudita, N. (2012). Pengaruh Tingkat Kesulitan 
Keuangan Dan Tingkat Hutang Terhadap 
Konservatisme Akuntansi Pada Perusahaan Manufaktur 
Di Bei. Jurnal Ilmiah Mahasiswa Akuntansi, 1(2), 1–6. 

Pratanda, R. S. K. (2014). Accounting Analysis Journal, 
3(2), 255–263. 

Pratanda, R. S., & Kusmuriyanto, K. (2014). Pengaruh 
Mekanisme Good Corporate Governance, Likuiditas, 
Profitabilitas, Dan Leverage Terhadap Konservatisme 
Akuntansi. Accounting Analysis Journal, 3(2). 

Risdawaty, I. M. E., & Subowo, S. (2015). Pengaruh 
Struktur Modal, Ukuran Perusahaan, Asimetri 
Informasi, dan Profitabilitas terhadap Kualitas Laba. 
Jurnal Dinamika Akuntansi, 7(2), 109–118. 

Risdiyani, F., & Kusmuriyanto. (2015). Analisis Faktor-
faktor yang Mempengaruhi Penerapan Konservatisme. 
Accounting Analysis Journal, 4(3), 1–10. 

Rohminatin, R. (2016). Faktor-faktor Yang Mempengaruhi 
Penerapan Konservatisme Akuntansi (Studi pada 
Perusahaanmanu Faktur yang Terdaftar di BEI). Jurnal 
Ilmiah INFOTEK, 1(1). 

Salama, F. M. K. P. (2017). Accounting conservatism , 
corporate governance and political connections. Pacific 
Accounting Review, 27(1), 119–138. https://doi.org/ 
10.1108/ARA-04-2016-0041 

UNICEES 2018 - 1st Unimed International Conference on Economics Education and Social Science

1078



Analysis of Cost Calculation System at X Hospital based on 
Traditional Costing and Time Driven Activity based Costing: Study 

at Unit Cost Hemodialysis Services 
 

Novia Rizki1 and Dwi Hartanti1 

1Faculty of Economics and Business, Universitas Indonesia, Jakarta -Indonesia 
noviarizki27@gmail.com 

Keywords: TDABC, Traditional Costing, hospital, hemodialysis services 

Abstract: The purpose of this research was to show an analysis of unit cost calculation based on traditional costing 
and time driven activity based costing methods and also to analyze costs and benefits of time driven activity 
based costing method’s implementation at X Hospital. This Hospital was chosen as a sample because it does 
not have a good cost system yet so far. X Hospital uses tariff which is determined by the regional 
government. This study was conducted using qualitative and study case approach. It focused on the unit cost 
of hemodialysis services at X Hospital. The result of the study showed that unit cost calculation using time 
driven activity based costing is higher than by using traditional costing. Both methods used a different 
driver, in which traditional costing method used the number of patients driver and time driven activity based 
costing method used time as driver. Time driven activity based costing system reflected more the activities 
that are consumed by hemodialysis services, and more importantly, human resources of X Hospital are 
ready to implement this method. 

1 INTRODUCTION 

A hospital’s revenue from a certain service is a total 
of the unit cost of services and the expected surplus. 
Unit cost of a hospital consists of direct cost and 
indirect cost. A direct cost will be charged to each 
service, meanwhile, the indirect cost will be 
allocated later. There are some methods that can be 
used to allocate the indirect cost such as traditional 
method and activity-based costing method.  

Traditional method and activity-based costing 
method are differed in their allocation aspect of 
indirect costs, in which activity-based costing uses 
activities as the base of its allocation. According to 
Popesko and Nová (2014) an organization that runs 
their operational activities with high complexity and 
high proportion of indirect costs such as hospital 
will be suitable to use activity-based costing method. 
This method will give a more detail costs 
information regarding the hospital’s activities. 
Having known of this, yet health organizations such 
as a hospital rarely uses activity-based costing 
method; hospitals in Indonesia are not exception. 
Therefore, this study was motivated in analyzing the 

implementation of activity-based costing method in 
a hospital or a health unit in Indonesia. The chosen 
sample for this study is X hospital which is located 
in West Nusa Tenggara.  

The activity-based costing method is also not yet 
implemented at X hospital. This hospital had 
experienced a deficit on their operational activities 
in the last couple of years, even though the recorded 
increase in their income is quite high. The number of 
patients at X hospital in 2017 is 160.757 patients. 
The highest number of patients that are received by 
the hospital is outpatients with the number of 
125.403 patients, while services with the lowest 
number of visits received is intensive care unit with 
the number of 1.281 patients. X hospital offers 
various types of services in which every service uses 
different resources, therefore, it is advised that X 
hospital uses activity-based costing method that 
emphasizes the allocation of indirect costs on 
activities. 

Additionally, X hospital does not have a clear 
system of costs accountancy because they are using 
a tariff format that is decided by the regional 
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government. There are a lot of changes that have 
been experienced by X Hospital from 2015 to 2017, 
but unit cost and tariff calculation were last done in 
2015. Based on the information gathered through 
interview, it showed that X hospital did not 
categorized the costs based on the general principles 
stated on the cost accounting, such as direct 
material, direct labor, and overhead. The fact that 
they are still using the traditional method in deciding 
the unit cost and in counting the proposed tariff to 
regional government has led the researcher to doubt 
the accuracy of the computation system that they 
use. Therefore, the time driven activity-based 
costing method is proposed as the method for 
computation. 

Time driven activity-based costing method is 
simpler and easier to be applied compared to 
activity-based costing method. This method is 
considered easier and reasonably cheaper. Time 
driven activity-based costing method uses time 
driver to allocate resources to products. In addition, 
this study will also analyze the proposal to 
implement time driven activity-based costing 
method to calculate unit cost of hemodialysis 
services that is a part of one day care service of X 
hospital. There is no recorded health service unit in 
Indonesia that implements unit cost calculation 
using time driven activity-based costing method. 
Research that discusses the proposal to apply this 
method is also scarce and limited. The formulated 
questions for this study are as follow: 
1. What is the existing system in determining tariff 

of services at X hospital and how is calculation 
of the total costs of hemodialysis services at X 
hospital based on traditional costing?  

2. How is calculation of the total costs of 
hemodialysis services at X hospital based on 
time driven activity-based costing?  

3. How is the calculation comparison of the total 
costs of hemodialysis services at X hospital 
based on traditional costing and time driven 
activity based costing? 

4. How is the readiness of human resources as well 
as advantages and costs if time driven activity-
based costing is implemented as method to 
calculate the unit cost of services at X hospital? 

 

2 THEORICAL FRAMEWORK 

Traditional Cost Accounting 
There are five unit-level drivers which are generally 
used in traditional costing method i.e. unit produced, 
direct labor hours, direct labor dollar, machine 
hours, and direct material dollar. In this system, 

there are two methods in deciding cost driver for 
overhead cost, i.e. plantwide rates, which is deciding 
overhead cost rate using one driver. Another one is 
departmental rates, which is deciding overhead cost 
rate based on each production department. However, 
both methods do not function well and in truth they 
can cause a serious distortion in product costs, 
especially, for a company with significant overhead 
costs and for a company with high variety of 
products which consumes varied resources (Hansen 
and Mowen, 2015).  

Activity based Costing System 
Activity based costing is a system of costs 
determination by allocating indirect costs toward a 
cost object based on activity driver, not the volume 
driver. This is because it is believed that the cause 
for the rise in costs is the activity, not the quantity of 
the product. Baker (1998) stated that an activity can 
have some cost drivers which relate to that activity. 
In a world of health services, an activity almost 
always possesses many cost drivers. The right 
implementation of cost driver will have a positive 
influence toward the success of an organization. 
However, activity-based costing method is 
considered quite difficult because it requires detailed 
interview and survey. It also needs substantial costs 
in its implementation (Kaplan and Anderson, 2007).  

Time Driven Activity based Costing  
Time driven activity-based costing method assumed 
that time is the prime mover of costs since most of 
resources such as personnels and equipments have 
the capacities that can be easily measured with the 
number of available times to do the job (Kaplan and 
Anderson, 2007). Time driven activity-based costing 
method is the most agreeable with companies 
dealing in service industry. This is because service 
industry focuses more on providing services which 
will be more accurately calculated with the time 
spent to do the service activity (Szychta, 2010).  

Time driven activity-based costing method in its 
calculation needs predictions from two components 
i.e. unit costs for the available capacity and the time 
that is needed to do the transaction or activity 
(Kaplan dan Anderson, 2007). 

Formula for calculating costs based on time 
driven activity based costing method: 

capacity cost rate  

cost of capacity supplied
practical capacity of resources sepplied
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3 RESEARCH METHOD 

This study used qualitative and case study 
approaches. The data collection techniques used in 
this study were interview and field study. Primary 
data that was used in this study was the finance 
reports period 2016 and 2017, installation data 
recapitulation of patients’ medical records period 
2017, and data from the field study and interview 
which were conducted since May 2018 until October 
2018. 

This study was a single case study that was 
conducted on a single unit analysis; a hemodialysis 
unit at X hospital. The period that was used to 
calculate the unit cost at X hospital was one year; a 
year of 2017. 

Based on the results of the interview and the 
primary data that had been gathered, researcher did 
an analysis about the system of tariff determination 
which was currently used by the hospital. After that, 
the researcher designed a traditional costing system 
to calculate the unit cost of hemodialysis services 
and compared them with the existing costs 
calculating system. Next is designing time driven 
activity-based costing system to the same unit cost 
service and compared the calculation results of 
traditional costing method dan time driven activity 
based costing method. The researcher did the 
calculation of unit cost using time driven activity 
based costing method by referring to Kaplan and 
Anderson (2007). 

4 ANALYSIS 

4.1 The Current Tariff Determination System 
at X Hospital in Relation to Their Unit 
Cost Calculation of Hemodialysis Service 
using Traditional Method 

X hospital has established a specific tariff team to 
formulate the unit cost calculation and the selling 
price or the real tariff which are applied to general 
patients. The real tariff has included the 20% surplus 
and the real unit cost. There are some changes in the 
X hospital from 2015 to 2017 which supposedly 
influence the changes in the unit cost formulation 
and the tariff of services. Some of them are the rise 
in the number of patients’ visit, followed by the 
trend of the rise in number of the average patients’ 
visits which is 3.5% per year, the development of 
heart services and integrated blood vessels/cathlab 
center which was inaugurated on November 9th 
2016, the enhancement of the supporting service 

facilities, the number of new services at the 
Radiology unit, the inauguration of independent 
policlinic facility, education-training unit (skill lab), 
research unit (Litbangkes Institution), and 
accommodation (guest house).  

Table 1: Hemodialysis Services Tariff at X Hospital 
2017 

No. Types 
of 

Services 

Class and VIP (IDR)
Service 
Facilitie

s

Service Tariff 

1 HD 
single-
use 
Service 

960,000 408,00
0 

1,368,00
0 

2 HD 
Reuse 
Service

840,000 240,000 1,080,000 

Source: X Hospital (2017) 
 

Referring to the result of the interview, service 
facilities consist of direct material for one treatment 
or one service, overhead cost, and mark-up. 
Meanwhile, service consists of direct labor cost and 
indirect labor cost. 

Unit cost of hemodialysis services based on the 
calculation of X Hospital is as follow: 

 
 
 
Based on the above formula, then unit cost for 

each hemodialysis service which was taken as 
sample in this study was: 
a. Unit cost of HD single-use service = IDR 

1,140,000 
b. Unit cost of HD re-use service = IDR 900,000 

 The following is the calculation of hemodialysis 
services unit costs based on traditional costing 
method which was designed by the researcher. The 
calculation would be done based on one-year data to 
eliminate the possibility of numbers’ fluctuation 
each month. This calculation was based on the 
analysis result of finance reports year of 2017, 
interview, and observation that has been conducted. 

 

 
Below is the explanation of each costs which 

was used to calculate hemodialysis services unit cost 
period of 2017: 
1. Direct labor 

The total direct labor cost of hemodialysis unit in 
one year which is the year of 2017 was IDR 

Unit cost = Real tariff – mark up 20%
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661,412,000. If this figure were to be divided by the 
number of hemodialysis services in one year which 
is 12.123, then the direct labor costs for one-time 
hemodialysis service, either for single use or re-use 
is IDR 54,558. 
2. Direct Material  

Direct material consists of consumables material, 
other equipment, medicines, safety equipment, 
machinery equipment and HD set. The difference 
between the single use and re use hemodialysis 
services is only in the HD set that is used, 
meanwhile, other components from the two types of 
services consume the same resources.   

a. The total number of consumables goods, 
medicines, and hemodialysis unit equipment 
for the year of 2017 is IDR 2,092,938,966. If 
this number were to be divided with the 
number of hemodialysis services in a year 
which is 12.123, then the cost of consumables 
goods for one-time hemodialysis service is 
IDR 172, 642 for both single use or re-use 
hemodialysis services.  

b. HD Set package for each  types of 
hemodialysis services: 
1) Single Use package is IDR 517,550. -  
2) Reuse package is IDR 373,830.-  

3. Overhead Cost 
Overhead costs and indirect costs are the costs 

that do not directly influence the service activities 
and are consumed by variety of production 
activities. The total overhead cost of X Hospital in 
the year of 2017 is IDR 92,847,527,177. 

 
Table 2 : Unit Cost of Hemodialysis using 

Traditional Costing 
No Types of costs Single Use Re-Use 

1. Direct Labor 54.558 54.558 

2. Direct Material 690.192 546.472 

3. Overhead 577.564 577.564 

4. Total 1.322.314 1.178.594 

 
Table 2 above showed the total unit cost for each 

hemodialysis services using traditional costing 
calculation method by applying components of the 
hospital’s costs for the year of 2017. The difference 
in both services is only found in the direct material 
components, specifically for the HD set that is used.   

 
Table 3 : Comparison of Hemodialysis services Unit 
Cost (Traditional Costing) with the Hospitals’ Tariff 
 

Calculation 
Method 

Single Use 
(IDR) 

Re-use 
(IDR)

Hospital 
Unit cost 
calculation

1.140.000 900.000 

Unit cost 
traditional 
costing

1.322.314 1.178.594 

Gap (182.314) (278.594)
Tarif RS 1.368.000 1.080.000
Traditional 
costing 
tariff (unit 
cost 
traditional 
costing + 
mark up)

1.586.776 1.414.313 

Gap (218.000) (334.313)
Source: X Hospital (2017), has been reprocessed 

 
4.2 Design of Hemodialysis Services Unit Cost 

using Time Driven Activity based Costing 
Method 

Time driven activity based costing method would be 
used as the method for the allocation of indirect 
costs or overhead costs. The first phase is the 
activities’ grouping in hemodialysis unit’s service, 
and then counting the capacity cost rate. 
 

Table 4 : Grouping Activities of Hemodialysis 
Services 

No Outlines of Activities Time 
1 Administration 30 minutes
2 Pre Dialysis 55 minutes
3 HD Process 302 minutes
4 Post HD 30 minutes

Total 417 minutes
Source: Respondent Interview (2018), has been 
reprocessed 

 
Capacity cost rate or cost per unit of time can be 

counted by dividing the costs of the available 
capacities with practical capacities. The available 
capacity cost is a total cost of overhead, meanwhile 
the practical capacity in this study refers to indirect 
labor hours in a year. 

The practical capacity of one indirect staff in a 
year is 108.060 minutes. The number of the indirect 
staffs is 532 people, then the total practical capacity 
is 54.487.920 minutes. 

cost per unit time   
Rp 92.847.527.177
54.487.920 minutes

 

 
cost per unit time  Rp 1.704/minute  
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Based on the group of activities, the 
hemodialysis service is divided into 4; they are 
administrative group, pre-dialysis, HD process, and 
post HD. 

 
Table 6 : Unit Cost of Hemodialysis Services Based 

on Time Driven Activity Based Costing 
No Cost Single Use Re Use 
1. Direct labor 54.558 54.558 
2. Direct material 690.192 546.472 
3. Administration 327.504,92 327.504,92 
4. Pre HD 54.481,58 54.481,58 
5. HD Process 298.905,58 298.905,58 
6. Post HD 29.675,92 29.675,92 

 Total Unit Cost 1.455.318 1.311.598 
 Tariff (mark-up 

20%) 
1.746.381 1.573.917 

 
Table 7 : Comparison of Hemodialysis Services Unit 
Cost (Time Driven Activity Based Costing) with the 

Hospital’s Tariff 
Calculation Method Single Use 

(IDR) 
Re-use 
(IDR)

Hospital calculation 
of Unit cost  

1.140.000 900.000 

Unit cost time driven 
activity based costing 

1.455.318 1.311.598 

Gap (315.318) (411.598)
Hospital Tariff  1.368.000 1.080.000
Tariff of  time driven 
activity based coting 
(unit cost traditional 
costing + mark up) 

1.746.381 1.573.917 

Gap (378.381) (493.917)
Source: X Hospital (2017), has been reprocessed 
 
4.3 Comparison of Unit Cost and Tariff based 

on Traditional Costing dan Time Driven 
Activity based Costing 

 
Table 8 : Comparison of Unit Cost and Tariff Based 
on Traditional Costing dan Time Driven Activity 
Based Costing 

Method Single use Re-use
Traditional Costing  1.322.314 1.178.594
Time Driven Activity 
Based Costing 

1.455.318 1.311.598 

Gap (133.004) (133.004)
Traditional Costing  1.586.774 1.414.313
Time Driven Activity 
Based Costing 

1.746.381 1.573.917 

Gap (159.603) (159.604)
 
 

4.4 The Readiness of Human Resources, 
Advantages, and Costs of Implementing 
Time Driven Activity based Costing as a 
Calculation Method of Service Unit Cost in 
a Hospital  

X hospital has possessed SPO for treatment at every 
service that is provided in every unit, accompanied 
with normal time or standard realization time of 
every activity at that service. This indicates that X 
hospital is ready to use time driven activity based 
costing method when we looked at its human 
resources aspect since they have gotten used to the 
existing SPO. The SPO that they have had included 
the understanding of action (treatment), objectives, 
policies and procedures that are detailed in steps, 
and the relevant units i.e. unit or installation as well 
as labors who work in the activity. 

The benefit of time driven activity based costing 
method to X hospital is it gives information about 
the costs of hemodialysis services more accurately 
and gives information about the activities of every 
service product. Meanwhile, in term of cost, if this 
method is implemented, the tariff cannot be changed 
directly. There are some things that need to be 
considered such as getting approval from relevant 
stakeholders, considering the purchasing capability 
of the community around the area, and the 
dependency toward the external stakeholders in 
relation to the regional government regulations. 

Even though it is quite complicated, at the end, 
the calculation of unit cost for every service has to 
be done in order to increase the finance management 
of X hospital. Holding status as BLUD, X hospital is 
expected to manage its own finance. 

5 RESULTS 

There was a difference calculation result of unit cost 
between X hospital calculation and the traditional 
costing calculation that was conducted in this study. 
This difference might happen because X hospital did 
not have cost system and did not do any cost 
analysis. Also importantly, the unit cost calculation 
formula that the hospital has been using was 
obsolete and was not suitable anymore with the 
current condition of the hospital. 

In terms of comparison of unit cost and 
hemodialysis services tariff using time driven 
activity based costing method with unit cost, it 
showed that there was undercosting case based on 
the result of hospital’s calculation i.e. at the single 
use and re use hemodialysis service. This needs to 
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be X hospital’s concerns since the interview has 
shown that the number of patients subjected to the 
re-use hemodialysis was higher than single use 
hemodialysis patients in 2017. 

There was a significant difference in the result 
of calculation using traditional costing and time 
driven activity based costing for both types of 
hemodialysis services. The result of unit cost 
calculation using both methods had a significant 
difference in which the result of the unit cost 
calculation using traditional costing was IDR 
133.004 lower than the result of unit cost calculation 
using time driven activity based costing method. The 
difference laid on the overhead cost calculation only, 
meanwhile the charges calculation for direct 
material and direct labor used the same calculation. 
This difference was caused by the use of different 
allocation methods for both methods i.e. traditional 
costing used number of patient driver and time 
driven activity based costing method allocated the 
overhead cost based on the time for every group of 
activities in hemodialysis services which consumed 
the overhead cost component. 

6 CONCLUSIONS 

From the tariff calculation by adding mark-up 20%, 
traditional costing and time driven activity based 
costing methods had resulted in a higher tariff 
compared to the current hospital’s tariff for both 
types of hemodialysis services i.e. single use and re-
use. X hospital is highly advised to apply a better 
unit cost calculation.  The unit cost calculation will 
be useful in making an informed decision regarding 
the tariff that will be charged to the consumers. The 
unit cost calculation is proven to be executed better 
using time driven activity based costing method. It is 
believed that by using the method, the resources’ 
allocation will be more accurate. Moreover, the 
implementation of time driven activity based costing 
is considered easier than activity based costing 
method, which will also cost significant time and 
money.  

From the human resources point of view that are 
available at X hospital, they can be considered ready 
to implement the time driven activity based costing 
method. This is supported by the existing SPO 
system, in which every unit has informed counts of 
the standard time to perform the given services. 
Therefore, when the time driven activity based 
costing method is introduced to them, it will not 
change their regular activity drastically. The 
implementation of time driven activity based costing 

as a method for calculating the unit cost of services 
also gives benefit to X hospital i.e. giving 
information about hemodialysis services cost more 
accurately and giving information about activities of 
every service products. However, we need to keep in 
mind that the changes in the tariff of services, when 
time driven activity based costing method has been 
implemented, cannot be done abruptly without 
considering relevant factors and stakeholders. 
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Abstract: Earnings management is the way taken by the management to affect the numbers in the financial statements. 
Certain techniques are used to reduce earnings fluctuations by reducing or increasing the amount of profit 
for specific motivation. Earnings management can occur in all business sectors, among services, trade, and 
manufacturing. However, although earnings management taught in the subject of financial accounting 
theory, college students in accounting major still seems unfamiliar with the calculation of earnings 
management. Therefore, this study aims to develop earnings management software that can be used to 
detect earnings management in the banking sector. This study focuses on earnings management in the 
banking sector because of the different characteristics of banks. It is expected that this software becomes a 
supplementary media in the learning process to increase students' understanding of earnings management. 
The development process consists of the Analysis Stage, Design Stage, and Development Stage. Earnings 
management software then was improved based on the validation by expert judgment and the commentary 
by students as main users. 

1 INTRODUCTION 

Agency theory studies the contract design to 
motivate agents to deal with the principal’s interest. 
Agency problems are conflicts of interest between 
agents (management) and principals (owners of 
capital) often arise in various companies. Agency 
theory studies the problem information asymmetry 
of designing a contract to control moral hazard. The 
most efficient contract does so with the lowest 
possible agency cost.  Company directors manage 
earnings to satisfy bondholders and shareholders. 
The need to influence the financial market 
perception is one of the motivations for earnings 
(Scott (2015), Neffati et al. (2011), Hu (2010)).   

Earnings management is a management choice 
for accounting policies or real action. There are 
several patterns of earning management such as a. 
Taking a bath (If a company must report a loss, then 
management also reports a large loss. Taking a bath 
usually occurs in periods of organizational stress or 
organizational restructuring. An example of his 
actions is the write off assets); b.  Income 
minimization; c. Income maximization; d. Income 
smoothing (managers smooth reported earnings to 
receive constant compensation) (Scott, 2015). One 

example is the result of the research by 
Restuningdiah and Wafaretta (2017) that when the 
realization of profit exceeds expectations, the 
manager will avoid the risk of accrual based 
manipulation. Accrual earnings management can be 
conducted and detected through many techniques as 
to reduce the fluctuation of earnings. 

Earnings management can be viewed from both a 
financial reporting and a contracting perspective. 
From a contracting perspective, earnings 
management is used to protect companies from 
unexpected events due to rigid and incomplete 
contracts.  Earnings management influences 
managers' motivation to facilitate compensation they 
receive from time to time.  From a financial 
reporting perspective, managers use earnings 
management to avoid reporting losses so that the 
company's reputation does not go down, which will 
result in a decline in stock prices (Scott, 2015). 

Company directors manage earnings to reach a 
situation that satisfies bondholders and shareholders. 
Indeed, one of the motivations for earnings 
management is the desire to influence the financial 
market perception associated with the firm risk, 
namely the change in net income (overall risk), the 

Restuningdiah, N., Kusdyanti, H., Wafaretta, V. and Marsely, M.
Development of Banking Earnings Management Software.
In Proceedings of the 1st Unimed International Conference on Economics Education and Social Science (UNICEES 2018), pages 1085-1089
ISBN: 978-989-758-432-9
Copyright © 2020 by SCITEPRESS – Science and Technology Publications, Lda. All rights reserved

1085



change in total sales (operational risk) and the debt-
to-equity ratio (financial risk) (Neffati et al. 2011). 

As an effort to protect the interests of the owner 
(investor), information is needed regarding the 
practice of earnings management carried out by 
management. But until now no tool can quickly 
detect the existence of earnings management 
practices in the company, so investors who are 
unfamiliar with various income smoothing 
calculation techniques have not been able to utilize 
income smoothing information in their decision 
making.  

Not only investors but accounting students are 
also not familiar with earnings management. Most 
learning process still provides theoretical 
information only and has not yet linked to the real 
information of earnings in the capital market. It 
encourages needs to build earnings management 
software to ease the understanding of earnings 
management for students. Based on the background, 
the objectives of this study to develop earnings 
management software in the banking sector as an 
ICT-based learning media for accounting students, 

Although earnings management can occur in all 
business sectors, this study focuses on the banking 
industry due to the different characteristics of other 
industries. The banking industry has tighter 
regulations compared to other industries, for 
example, a bank must meet a minimum Capital 
Adequacy Ratio (CAR) and provide financial 
statements as one indicator of the healthy bank by 
Bank Indonesia (Setiawati and Na'im, 2001 in 
Nasution and Setiawan, 2007). 

2 RESEARCH METHOD 

According to the purpose of research, the 
development process took six (6) months for the 
development of earnings management software, 
obtaining the validation results of the expert of 
material, and doing the trial test to the student. The 
development process contains three (3) stages, 
namely Analysis Stage, Design Stage, and 
Development Stage, whereas each stage has an 
output that supports the process of content 
development of earnings management software as 
illustrated in figure 1 below. 

 
 

Figure 1: Development of Banking Earnings 
Management Software 

 
In design stage, the formula of earnings 

management input in the software are model by 
Healy (1985) and DeAngelo (1986) (Callao et al., 
2017). The formula are shown as follows. 

Healy (1985): 
1

∑
1

 

 
   

 
Notes: 
TAit : Total Accruals in year t 
Ait-1  : Total Assets in year t -1 
n  : number of years in the estimation 
period 
 
DeAngelo (1986): 

1

2
 
	

   
Notes: 
TAit-1  : Total Accruals in year t -1 
Ait-2  : Total Assets in year t -2 
 
 

2.1 Validation by Experts 
This study used primary data by questionnaire to 
infer the validity of earnings management software. 
The indicators validated are the suitability of the 
material and the accuracy of the material. The 
questionnaire uses a Likert scale of 4. Criteria for 
each rating scale is score 4 for very clear, 3 for clear, 
2 for unclear, and 1 for very unclear. The data 
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analysis used is by calculating the percentage, 
according to the formula: 

 
Σ
Σ 1

100% 
 

 
Notes: 
P = percentage 
∑x = Score of respondents’ answer in 1 item 
∑x1 = Maximum score in 1 item 
 
Each item is validated by several criteria such as 

valid, valid enough, less valid and not valid. The 
score for each criterion can be seen in table 1. 

 
Table 1: Validation Criteria 

ANSWER CRITERIA 
80 – 100 Valid 
60 – 79 Quite Valid 
40 – 59 Need Revision (Less Valid) 
0 – 39 Need Revision (Not Valid) 

Source: Sudjana (2005) 
  
The questionnaire gave to an accounting lecturer 

as a material expert in investment management 
system and a practitioner as a media expert. The 
questionnaire of earnings management software also 
includes additional forms of comments, criticisms, 
and suggestions from the validator related to the 
software. Feedbacks from the material and media 
expert judgments then are used as the basis for the 
revision of the earnings management software. 
 
2.2 Trial Test to the Students 
 
After validation by an expert, the software tested to 
accounting students who have been taking 
investment management course. It was based on the 
consideration that the investment management 
course discusses how to evaluate the firms’ 
performance including earnings management 
tendency as the basis for investing. 

3 RESULTS 

Table 2 shows the results of material expert 
validation. The suitability of the material is 87,5 % 
(valid), and the accuracy of the material is 100% 
(valid). Based on this validation, earnings 
management software for the banking sector was 
declared valid and did not need revision. 

 

Table 2: Material Expert Validation 
No Explanation Score % Result 

  X Xi   
1 The Suitability 

of the Material 
    

a. The material 
presented is by 
the prevailing 
theory  

4 4 100 Valid 

b. The material 
presented is by 
the learning 
outcome 

3 4    
75 

Quite 
Valid 

 
Average 

3,
5 

4 87,5 Valid 

2 The Accuracy 
of the Material 

    

a. The accuracy of 
the definition 

4 4 100 Valid 

b. The accuracy of 
the formula 

4 4 100 Valid 

Average 4 4 100 Valid 
 

Table 3 shows the results of media expert 
validation. The technical quality, the key function, 
and the display quality of earnings management 
software are 100% (valid), 100% (valid), and 
93,75% (valid), respectively. 

 
Table 3: Media Expert Validation 

N
o 

Explanation Score % Result 

  X Xi   
1 Technical 

Quality 
    

a. The application is 
easy to use 

4 4 100 Valid 

b. Entry and exit 
process is easy to 
use 

4 4 100 Valid 

 Average  4 4 100 Valid

2 Key Function     
a. Key functions are 

easy to use 
4 4 100 Valid 

b. Accuration of key 
functions 

4 4 100 Valid 

c. Speed reaction of 
key functions 

4 4 100 Valid 

 Average 4 4 100 Valid 

3 Display quality     

a. Compatibility of 
color selection 

4 4 100 Valid 

b. The effectiveness 
of the layout 
screen 

4 4 100 Valid 

c. Font size 4 4 100 Valid 

d. Data 
Completeness 

3 4 75 Valid 

 
Average 

3,75 4 93,7
5 

Valid 
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Revision of Banking Earnings Management 

Software is related to data completeness. The media 
expert suggested adding data for five years, such as 
the annual report from 2012 until 2017. After 
revision, the learning media is ready to be 
implemented and evaluated (field test) by the 
accounting students as the user in the learning 
process. Field validation was carried out on thirty-
three (33) accounting students. 

Table 4 shows the result of the field test. The 
technical quality of media is 98,6 % (valid), the key 
function of media is 95,8% (valid), and the display 
quality of media is 81,9% (valid). The suggestions 
from the respondents that The Banking Earnings 
Management Software should be able to: a. Be used 
in offline mode, b. Automatically update the data 
(annual report), c.Analyze and support short-term 
decision making from the quartal financial report, d. 
Encompass not only the banking sector but all 
industry sectors, d. Add the logo of Universitas 
Negeri Malang (UM) or IDX, e. Append more 
colors and pictures to make this software more 
interesting, and f. Can be downloaded through play 
store or app store in the future so that this software 
can be more accessible as learning media. 

 
Table 4: Field Test 

No Explanation Score % Result 
  X Xi   

1. Technical Quality     
a. The application is 

easy to use 
141 144 97,9 Valid 

b. Entry and exit 
process is easy to 
use 

143 144 99,3 Valid 

 Average 142 144 98,6 Valid 

2. Key Function     
a. Key functions are 

easy to use 
138 144 100 Valid 

b. Accuration of key 
functions 

141 144 97,9 Valid 

c. Speed reaction of 
key functions 

129 144 89,6 Valid 

 Average 136 144 95,8 Valid 

3. Display quality     

a. Compatibility of 
color selection 

110 144 76,4 Valid 

b. The effectiveness 
of the layout screen 

119 144 82,6 Valid 

c. Font size 125 144 86,8 Valid 

 Average 118 144 81,9 Valid 

 

4 DISCUSSION 

Learning media helps to simplify the learning 
process, by connecting learners, lecturers, and 
teaching materials. The optimal use of media can 
improve the effectiveness of the learning process. In 
accounting learning in the classroom, many books 
used are in English, and often many accounting 
terms are rarely used, so it needs a tool or media that 
can help students in studying accounting. 

Besides that, in student-centered teaching, the 
emphasis is on students as active learners. The 
students find information and problem-solving 
independently. Multimedia technology supports the 
self-exploration and active participation by students 
to solve a problem (Malik and Agarwal, 2012). 

 
 

5 CONCLUSIONS 

This study produced earnings management software 
for the banking sector which has been validated by 
an expert. The software was designed to enhance 
students' ability in self-study and help the accounting 
learning process. 

This study limits designed earnings management 
software for consolidated banks. Further projects 
may take to expand the scope by adding more 
comprehensive calculation as per entity; such as for 
insurance companies, sharia banks, and sharia 
insurance banks which are subsidiary companies of 
the conventional bank as parent company; 
conventional parent bank itself; and the consolidated 
banks. Furthermore, the software may comprise all 
industry sectors. 
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Abstract: The purpose of this study is to find out the financial performance of PT Jaya Agra Wattie Tbk in 2015 up to 
2017 based on the EVA method. This research uses descriptive analysis method. Data sources in the form of 
financial statements of PT Jaya Agra Wattie Tbk for the period 2015-2017 were obtained from the 
Indonesia Stock Exchange website. From data analysis based on EVA method shows poor performance 
because for 2 years EVA company research shows a negative value (EVA<0), and 1 year the company 
shows a positive value (EVA>0). In 2015 positive EVA value of Rp.7.460.451.257 shows that the company 
is able to create added value for its shareholders. While the year 2016 to 2017 was less good, where 
EVA<0,2016 amounted EVA -Rp.68,025,625.37. Then in 2017 the EVA value decreases to -Rp. 
225,973,196,925. this indicates that the company has not been able to create added value for its 
shareholders.

1 INTRODUCTION 

Economic conditions in Indonesia that are constantly 
changing and not fixed with the development of 
technology make a company continue to compete to 
maintain the existence of its company. This 
condition requires a company to make 
improvements in various fields. One of them is in 
finance. 

Every company established aims to gain profits 
or profits and maximize the wealth of its 
shareholders. Besides that, it also aims to maintain 
the survival of the company properly so that the 
company can develop in accordance with the 
activities carried out in the future (Neysa, 2017). 

Financial management has an important role in 
managing the company's finances, so financial 
management is required to carry out its functions 
effectively. The management of the company in 
carrying out its business requires a financial 
performance measurement tool to evaluate its 
company (Dewi, 2017). According to (Fahmi, 2013), 
financial performance is an analysis conducted to 
see the extent to which a company has implemented 
it using the rules of financial implementation 
properly and correctly. The measurement of the 
company's financial performance arises as a result of 

the management decision-making process. This is a 
more complex job because it will involve the 
effectiveness of the use of capital, efficiency and 
profitability of the company. 

Assessing financial performance by using 
financial ratios only oriented to profit oriented , but 
at this time the company is required not only to be 
profit oriented but also to be value oriented . To 
overcome these weaknesses, the Economic Value 
Added method is used (Dewi, 2017). 

According to (Sawir, 2001) EVA (Economic 
Value Added) is an indicator of the addition of the 
value of an investment. EVA (Economic Value 
Added) shows a good measure to what extent the 
company has added value to the owners of the 
company. In other words, if management focuses on 
EVA (Economic Value Added), then they will make 
decisions that are consistent with the aim of 
maximizing the prosperity of the owner of the 
company. If EVA (Economic Value Added) value is 
positive, then operating profit after tax exceeds the 
capital cost needed to generate the profit, and 
management actions add value to shareholders 
(Iswandira, 2015). 

Application of Economic Value Added (EVA) in 
a company will focusing more on the creation of 
corporate value, this is one of the hallmarks of 
Economic Value Added. With this approach, 
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shareholders can see how much value the company 
has achieved. 

PT Jaya Agra Wattie Tbk. or commonly 
abbreviated as JAWA is one company that is 
engaged in agribusiness. JAWA was listed on 
Indonesia Stock Exchange in 2011 under the Main 
Board. The company was founded in 1921 and based 
in Jakarta, Indonesia. The company operates in the 
cultivation, processing, agricultural logistics and 
marketing activities of rubber, crude palm oil (CPO), 
coffee and tea. 

The PT Jaya Agra Wattie Tbk profit (loss) 
report, based on the 2015 to 2017 financial 
statements, can be seen in the following table 1: 

Table 1: The Profit (Loss) Report is presented in Rupiah. 

Year Loss 
2015 ( 11,715,503,160) 
2016 (225.132,640,088) 
2017 (199,929,077,450) 

Source: Financial Statements of PT Jaya Agra Wattie Tbk. 
 

From table 1, it can be seen that PT Jaya Agra 
Wattie Tbk from 2015 to 2017 continues to suffer 
losses. This continuous loss of the company will 
make the company considered bad in earning profits 
and bankruptcy can occur, thus financial 
performance analysis is needed to evaluate the 
company's performance in financial terms. The aim 
to be achieved in this study is to find out the 
financial performance of PT Jaya Agra Wattie Tbk 
using the Economic method Value Added (EVA). 

2 THEORICAL FRAMEWORK 

Analyzing financial statements means digging up 
more information contained in a financial report. 
Definition of financial statement analysis according 
to (Harahap, 2011) Outlines financial statement 
posts into smaller units of information and see their 
relationships that are significant or that have 
meaning between one another between quantitative 
data and non-quantitative data with the aim of 
knowing deeper financial conditions that are very 
important in the process of producing the right 
decisions. 

(Fahmi, 2013) financial performance is an 
analysis carried out to see the extent to which a 
company has implemented it using the rules of 
financial implementation properly and correctly. 
Financial Performance Assessment can be assessed 
by calculating financial ratios. It can be concluded 
that financial performance is an assessment 

conducted to determine the extent to which the 
condition of the company is by using comparisons 
and applicable rules (Tanor, 2015). 

The purpose of evaluating the performance of a 
company according to (Sucipto, 2007) is as follows: 
1. Manage organization operations effectively and 

efficiently through maximum employee 
motivation. In managing the company, 
management determines the goals to be achieved 
in the future and in the process is called 
planning. 

2. Helping decision making concerned with 
employees such as promotions, transfers and 
dismissals. Performance appraisal will produce 
data that can be used as the basis for making 
decisions related to employees who are judged 
based on their performance. 

3. Identify employee training and development 
needs and to provide selection and evaluation 
criteria for employee training programs. If 
topmanagement does not recognize the 
shortcomings and weaknesses it has, it is difficult 
for management to evaluate and select employee 
training programs that are in line with employee 
needs. 

4. Provide feedback for employees about how their 
supervisors assess their performance. In 
corporate organizations, management over 
delegates part of its authority to management 
under them. 

5. Providing a basis for the distribution of awards. 
The results of these measurements can also be 
used as evaluation tools for management 
performance so far whether they have worked 
effectively or not. 
Along with the development of theory  and 

knowledge, there are many new ideas in the field of 
financial management to measure the financial 
performance of a company. One of them is 
Economic Value Added (EVA) that measures the 
performance of companies by taking into account 
the important role of funders (creditors and 
shareholders). 

According to (Young, and O’Byrne, 2001) "EVA 
is an effective communication tool both for value 
creation that can be reached by line managers which 
ultimately drives the company's performance and to 
connect with the capital market". EVA is able to 
calculate the actual economic profit or True 
Economic Profit of a company in a given year and is 
very different compared to accounting profit. 

According to (Hansen, and Mowen, 2009) "EVA 
is the residual profit with the cost of capital equal to 
the actual capital cost of the company (instead of a 
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minimum rate of return desired by the company for 
other reasons)". 

(Rudianto, 2006) in EVA, the assessment of 
financial performance is measured by the following 
provisions: 
1. If EVA>0, then the company's financial 

performance can be said to be good, so that there 
is a process of changing its economic value. 

2. If EVA=0, then the company's financial 
performance is economically break-even. 

3. If EVA<0, then the company's financial 
performance is said to be less good because the 
profits obtained do not meet the expectations of 
funders, so there is no additional economic value 
to the company. 
The purpose of implementing EVA is expected 

to get a more realistic calculation of the company's 
economic value. This is caused by EVA calculated 
based on the calculation of capital costs that use 
market value based on the interests of creditors, 
especially the shareholders and not based on 
historical book values. 

3 RESEARCH METHOD 

This research uses a descriptive method. The object 
of research is PT Jaya Agra Wattie Tbk. Which is 
one of the companies engaged in agribusiness that is 
listed on the Indonesia Stock Exchange. The source 
through the website https://www.jawattie.com/ is in 
the form of information that is in the form of 
numbers and financial statements of PT Jaya Agra 
Wattie Tbk for the period 2015-2017 obtained from 
the Indonesia Stock Exchange. 
 
The analysis tool used is Economic Value Added 
(EVA). The steps in calculating EVA are as follows: 
 
1. Calculate Economic Value Added (EVA). With 
formula used (Sartono, 2010) : 
 
EVA = NOPAT - ( WACC x Invested Capital) 
2. Determine Net Operating Profit After Tax 
(NOPAT). The formula used (Brigham and 
 
Houston, 2010): 
NOPAT = EBIT (1 - T ) 
Information: 
NOPAT = Net Operating Profit After Tax 
EBIT = Earnings Before Interest and Tax 
 
T = Tax Level 

3. Capital Costs (Capital Charges). The formula 
used is as the following (Margaretha, 2011): Cost of 
Capital = Invested Capital x WACC 
 
a. WACC counted with formula (Margaretha, 
2011): 
WACC = W d K d + W e K e 
W d = Total liabilities / Total liabilities + Equity 
We = Total equity / Total liabilities + Equity 
Information:  
WACC = Weighted Average Cost of Capital 
Wd = Amount of Debt to Structure Capital 
We =Amount of Capital to Structure Capital 
K d = cost of debt 
K e = cost of equity 
 
 
1) Cost Debt (Cost of Debt) To calculate the debt 
costs of a company are as follows (Margaretha, 
 
2011): 
K d = k dbt (1 - T ) 
kdbt = interst expense/ long term debt 
 
T = tax expense / net profit before tax x 100% 
Information: 
 
K d= After-tax debt costs 
K dbt = interest expense before tax debt 
T = Tax rate 
 
2) Cost Equity (Cost of Equity) According to 
(Prawiranegoro, 2008), cost of equity could 
searching for with use ROE (Return On Equity). 
ROE can searching for with use formula : 
 
k e= ROE = net income after tax / total equity 
 
b. Invested Capital (Invested Capital) With the 
following formula (Young, and O’Byrne, 2008): 
Invested capital = long-term debt + equity 

4 ANALYSIS 

In order to analyze and assess the financial 
performance of PT Jaya Agra Wattie Tbk, economic 
value added (EVA) is used. To calculate EVA, the 
financial data needed is: 
1. NOPAT ( Net Operating Profit After Tax ) 
2. WACC ( Weight Average Cost of Capital ) 
3. Total Capital that Invested (Invested Capital ) 
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a. NOPAT Analysis ( Net Operating Profit After 
Tax ) 
 

NOPAT calculation results of PT Jaya Agra Wattie 
Tbk as shown in the table below this : 

Table 2: Calculation of NOPAT 2015 – 2017 (expressed in Rupiah). 

NOPAT  Year  
component 2015 2016 2017 

EBIT 76,593,643,005 4.103.437.116 1,422,183,930 
Tax expense (8,916,814,827) (2,576,736,349) 34,321,928,850 
Profit before 

tax 
-2,798,688,333 

-
222,555,903,739 

-
234,251,006,300 

Tax 76.11% 1.14% -17.17% 
1- Tax 0.24 0.99 1.17 
NOPAT 18,297,270,901 4,056,471,578 1,666,330,986 

Source: PT. Jaya Agra Wattie Tbk. Processed (2018). 
 

Based on the NOPAT (Net Operating Profit 
After Tax) calculation in the table above, it indicates 
that the value of NOPAT of PT Jaya Agra Wattie 
Tbk in 2015 amounted to Rp.18,297,270,901 in 
2016 NOPAT decreased to Rp.4,056,471.578, this 
decrease is due to a decrease in Earning Before 
Interest Tax from Rp.76,593,643,005. in 2015 
became Rp.4,103,437,116 in 2016. Then in 2017 
NOPAT PT. Jaya Agra Wattie Tbk again 
experienced a significant decline to 
Rp.1,666,330,986, this is because PT. Jaya Agra 
Wattie Tbk has decreased again or in other words 
obtained EBIT (Earning Before Interest Tax) of 
Rp.1,422,183,930. 

Based on the description above it can be seen 
that from 2015 to 2017 the NOPAT company 

experienced a decline. The company's operating 
profit can be increased without additional capital, 
meaning that management can use the company's 
assets efficiently to make a profit optimal. 
 
b. WACC (Weight Average Cost of Capital) 
Analysis 
After calculating NOPAT , the second step in 
calculating EVA is calculating the company's 
WACC. The weight in the average cost of capital is 
measured by the target capital structure of the 
company, which is the proportion of various 
components of the company's capital for its 
investment funds. The results of the WACC 
calculation of PT Jaya Agra Wattie Tbk as shown in 
the table below: 

 
Table 3: WACC calculations 2015 - 2017 (expressed in Rupiah). 

Component  Year  
WACC 2015 2016 2017 

Interest expense 79,392,331,338 226,659,340,855 235,673,190,230 

Long-term Liabilities 1,626,712,445,984 1,594,844,261,850 1,197,888,515,756 
    

Tax 76.11% 1.14% -17.17% 
1- Tax 0.24 0.99 1.17 
K d 1.17% 14.05% 23.05% 
Total Amoun of debt 2,078,210,962,892 2,240,797,394,458 2,472,502,548,901 
Total Equity 1,289,940,799,377 1,050,319,497,420 839,979,442,737 
Total Amoun of debt +

Total 
3,368,151,762,269 3,291,116,891,878 3,312,481,991,638 

Equity    

W d 61.70% 68.09% 74.64% 

W e 38.30% 31.91% 25.36% 
Net profit after tax (11,715,503,160) (225.132,640,088) (199,929,077,450) 
ROE -0.91% -21.43% -23.80% 
WACC 0.37% 2.73% 11.17% 

Source: PT. Jaya Agra Wattie Tbk. Processed (2018), 
 

Based on WACC calculation in table 3,it appears 
that the weighted average cost or WACC PT Jaya 

Agra Wattie Tbk in 2015 that is equal to 0.37%. 
WACC in 2016 an increase of 2.73% and 2017 
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WACC has increased significantly to 11.17%, this 
was due to a decline in the cost of equity in this case 
ROE the company becomes -23.80%. 
 

Based on the description above, it can be seen 
that from 2015 to 2017 the company has not 
succeeded in reducing the weighted average capital 
cost (WACC). This will make the company produce 
a negative EVA so that it can not provide economic 
added value for the company. A company can 

increase its economic added value if it gets a greater 
return than WACC. 
c. Analysis of Total Capital Invested (Invested 
Capital) 
 
Furthermore, the third step in the calculation of EVA 
is to calculate the company's invested capital . 
 
The results of the calculation of PT Jaya Agra 
Wattie Tbk 's Invested Capital as shown in the table 
below: 

 
Table 4: Invested Capital calculations 2015 - 2017 (expressed in Rupiah) 

Invested Capital
Component  Year  
  2015 2016 2017 

Long-term debt  1,626,712,445,984 1,594,844,261,850 1,197,888,515,756 
Equity  1,289,940,799,377 1,050,319,497,420 839,979,442,737 
Invested Capital  2,916,653,245,361 2,645,163,759,270 2,037,867,958,493 

Source: PT. Jaya Agra Wattie Tbk. Processed (2018). 
 

Based on calculations, Table 4 explains that 
Invested Capital (IC) PT. Jaya Arga Wattie Tbk in 
2015 which is Rp.2,916,653,245,361. For 2016 the 
IC has decreased to Rp.2,645,163,759,270. In 2017 
IC PT. Jaya Arga Wattie Tbk which again decreased 
to Rp.2,037,867,958,493. 

From this explanation shows that the total capital 
invested in the year 2015 until 2017 has decreased. 
This is due to the decrease in the number of loans 
and equity 

 
Table 5: Calculation of EVA 2015 - 2017 (expressed in Rupiah). 

Component EVA 
 Year  

2015 2016 2017  

NOPAT 18,297,270,901 4,056,471,578 1,666,330,986 
WACC 0.37% 2.73% 11.17% 
Invested Capital 2,916,653,245,361 2,645,163,759,270 2,037,867,958,493 

Capital Costs (WACC x IC) 10,836,819,644 72,082,096,950 227,639,527,911 
    

EVA 7,460,451.257 -68,025,625,372 -225,973,196,925 
Source: PT. Jaya Agra Wattie Tbk. Processed (2018). 
 

d. EVA Analysis (Economic Value Added) 
After the calculation of NOPAT, WACC and 
Incested Capital (IC). Furthermore, the value of the 
company EVA can be calculated . Economic Value 
Added (EVA) is the remaining profit after deducted 
by all capital costs used to generate profits (Sartono, 
2010). 

The results of the calculation of EVA PT. Jaya 
Arga Wattie Tbk as shown in table 5 below. Based 
on the results of the EVA calculation in Table 5 
shows that the value of EVA PT. Jaya Arga Wattie 
Tbk in 2015 was Rp.7,460,451.257 positive EVA 
values indicate that the management of PT. Jaya 
Arga Wattie Tbk is able to create added value for its 
shareholders. In 2016 the value of EVA negative ie -
Rp.68,025,625,372 due to an increase in the WACC 
to 2.73%, so that the cost of capital is greater than 

the operating profit after tax, the management of PT. 
Jaya Arga Wattie Tbk has not been able to create 
added value for its shareholders. In 201 7 EVA 
value has a significant decrease and is still negative, 
namely –Rp.225,973,196,925, which was caused by 
a decrease in NOPAT to Rp.1,666,330,986, the 
management of PT. Jaya Arga Watitie Tbk has not 
been able to create added value for its shareholders. 

From this explanation it can be concluded that in 
the year 2015 the company produced the value of 
EVA>0, meaning EVA is positive That is because 
the company is able to generate a return on operating 
profit after tax that exceeds the cost of capital. But in 
2016 to 2017 the company produces an value 
EVA<0, meaning EVA is negative because the 
company is unable to produce a return on operating 
profit after tax that exceeds the cost of capital. 
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Negative EVA indicates that the company has not 
been able to create value added wealth of the 
company and its shareholders. 

5 RESULTS 

In this study, performance appraisal measured using 
the EVA (Economic Value Added) method can be 
restated in a summary of the results of EVA 
calculations derived from table 2 and table 5 
displayed again in table 6: 
 
Table 6: Calculation of Company Performance 2015 –
2017 (expressed in Rupiah): 
Information  Year  

 2015 2016 2017 
NOPAT 18,297,270,9014,056,471,578 1,666,330,986 
Capital 10,836,819,64472,082,096,950 227,639,527,911
Costs    
EVA 7,460,451.257 -68,025,625,372 -25,973,196,925

Source: Table 2 and Table 5, processed (2018). 
 

Based on Table 6, it can be seen that the 
fluctuations in the NOPAT value achieved by PT. 
Jaya Arga Wattie Tbk from 2015 continued to 
decline until 2017. The decline in NOPAT 
companies from 2015 to 201 6 reached by 78%. 
NOPAT then again decreased in 2017 by 59%. 

Capital costs at PT. Jaya Arga Wattie Tbk from 
2015 to 2016 there was an increase of 85%. And 
from 2016 to 2017 capital costs have increased again 
by 68.3%. The cost of capital incurred by the 
company is greater than the operating profit after tax 
achieved by the company. This is what resulted in 
the value of EVA at PT. Jaya Arga Wattie Tbk is 
worth negative. 

EVA achieved by PT. Jaya Arga Wattie Tbk in 
2015 of Rp.7,460,451.257 . Then in 2016 until 2017 
there was a drastic decrease of -232% from -Rp. 
68,025,625,372 to –Rp.225,973,196,925. The EVA 
value achieved by PT. Jaya Arga Wattie Tbk is 
EVA<0, which means EVA is negative because the 
after-tax operating profit (NOPAT) is smaller than 
the capital cost (WACCx IC) resulting in a negative 
EVA (Sawir, 2009). 

 
Based on EVA calculations from the year 2015-

2017, company management has not been able to 
create a positive EVA value, which means the 
company has not been able to increase operating 
profit after tax and the company has not been able to 
reduce the cost of capital. Although the value of 
EVA is still negative, but by entering EVA values 

into the company's financial statements, investors 
can see the true value of the company. To be able to 
create added value the company can be done by 
means of companies must be able to increase 
operating profit without additional capital. Because 
if NOPAT increases while the cost of fixed capital, 
then the company EVA increase. 
 
The results of the research on the development of 
Teaching Materials for Problem Based Learning 
Strategy include: 1) student worksheet; 2) learning 
strategy material; and 3) problem-based evaluation 
instruments. 

Student worksheets are developed to help 
students understand the teaching material for 
learning strategies. Student worksheets are designed 
to adopt problem-based learning steps which 
include: 1) problem orientation; 2) learning 
organization; 3) individual or group investigations; 
4) development and presentation of problem solving 
results; 5) analysis and evaluation of the problem 
solving process. 

Teaching materials designed include: 1) learning 
theory in learning; 2) basic concepts of learning 
strategies; 3) 21st century learning strategies; 4) 
learning approach; 5) learning methods and 
techniques; 6) learning models; 7) teaching factory; 
8) strengthening character education. 

Evaluation instruments designed include: 1) 
problem-based problem instruments; and 2) 
assessment guidelines. 

6 CONCLUSIONS 

Based on the results of research and discussion 
conducted by researchers at PT. Jaya Arga Wattie 
Tbk, it can be concluded that company performance 
based on analysis of Economic Value Added (EVA) 
from 2016 to 2017 is not good , where EVA<0, that 
is, for 2 consecutive years EVA companies show 
negative values. In 2016 the EVA value was -Rp. 
68,025,625.37. Then in 2017 the EVA value 
decreases to –Rp.225,973,196,925 . 

Value EVA<0, which means EVA is negative 
because the company is unable to produce a return 
on operating profit after tax that exceeds the cost of 
capital. This means that the company's management 
has not been able to create added value for the 
company and has not been able to create added value 
for shareholders. 
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Abstract: Purpose of this research is to analyse of determinants of intellectual capital disclosure by using monetary 
and non monetary variables. Profitability, leverage, firms’s size and firm’s age are determinants of 
intellectual capital disclosure. There were 12 companies which selected as a sample. An index of disclosure 
of intellectual capital was constructed to analyse intellectual capital disclosure in the sustainability reports 
for 2015 – 2017. This report was published on the website of Indonesia Stock Exchange. Object of this 
research is only focus on banking firms. This  reasearch was developed four hypothesis about association 
between profitability, leverage, firm’s size, firm’s age and intellectual capital disclosure. This research 
highlight the determinants of intellectual capital disclosure by using intellectual capital index from 
Oliviera’s research. The results showed that there was association between profitability, firm’s age and 
intellectual capital disclosure. But leverage and firm size showed that there was not association with 
intellectual capital disclosure. 

1 INTRODUCTION 

Intellectual capital is one of the intangible assets in 
the company. Information regarding intangible asset 
is regulated in PSAK No. 19 (Revised 2009). 
Disclosures about intangible assets are presented by 
each company in the annual report. However, the 
PSAK does not regulate what items must be 
disclosed in the annual report regarding intangible 
assets. Disclosure of intellectual capital is one of the 
disclosures in the annual report. This disclosure is 
voluntary. Although this disclosure is voluntary, 
many companies make this disclosure in their annual 
reports. Voluntary disclosure especially intellectual 
capital is an added value for the company. Because 
in this annual report, especially the disclosure of 
intellectual capital provides information about the 
performance of human resources owned by the 
company. So, if a company has good financial 
performance, this is because one of them is due to 
good human resource management. 

Knowledge-based industries are industries that 
utilize the innovations they create to compete with 
other industries by providing their own value for the 

products or services produced by the industry. 
Especially in the industrial era 4.0 technology is 
very high needed in the company. Therefore, to 
absorb the technology that is developing now, it 
requires high intellectual capital. Banking 
companies are one company that must use high 
technology. Because banking companies must 
improve the system and strategy with the aim that 
the public can prove and feel that technology makes 
it easy for transaction. Technology also helps 
companies to maintain customer security and trust. 
Skimming is one of the crimes in the world of 
banking. This is also the reason for banks for 
making improvements in innovation and technology. 
To be able to innovate and adopt sophisticated 
technology, high intellectual capital must be needed. 

This study aims to determine the factors that 
influence the disclosure of intellectual capital. 
Disclosure of intellectual capital in this study uses 
research conducted by (Oliveira, Rodrigues and 
Craig, 2010). According to (Oliveira, Rodrigues and 
Craig, 2010), there are 88items of intellectual capital 
that should be disclosed. Meanwhile, according to 
(Garanina and Dumay, 2017) based on Guthrie et.al 
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stated that there are 79 items of intellectual capital 
that should be disclosed. The difference between the 
research conducted by (Oliveira, Rodrigues and 
Craig, 2010) and (Garanina and Dumay, 2017) lies 
in human capital, strategic capital and process 
capital. There are several additional items in these 
three elements. Most previous studies such as to 
(Garanina and Dumay, 2017); (Sudibyo and Basuki, 
2017); (Kamath, 2016); (Al-hamadeen & Swaidan, 
2014) used items less than 88 items, started from 40 
items to 79 items. 

In disclosure of intellectual capital is influenced 
by several factors. Many previous researchers such 
as (Garanina and Dumay, 2017); (Sudibyo and 
Basuki, 2017); (Kamath, 2016); (Eddine et al., 
2015); (Al-hamadeen & Swaidan, 2014) who have 
conducted research on factors that influence 
disclosure intellectual capital. As for the factors that 
have been studied such as company age, company 
size, auditor type, managerial ownership, 
profitability, leverage and others. However, the 
results of the study showed insistency in each study. 
The factors examined in this study are profitability 
and leverage that represent the monetary variable. 
Firm size and age are factors that represent non-
monetary variables. 

 

2 THEORICAL FRAMEWORK 

This research is using three theories that can 
explained about intellectual capital disclosure.It 
comprises of stakeholder theory, signaling theory 
and legitimating theory. Stakeholder theory is 
consisting of shareholders,employees, customers, 
competitors, lenders, government and society and 
environmental activist groups, media and consumer 
advocates (Kamath, 2016) as companies that grow in 
size and characteristics, management is starting to 
give strong hope to stakeholders (Kamath, 2016). 
This explains why intellectual capital is expected to 
be expressed more in large companies (Kamath, 
2016). In the legitimacy theory emphasizes that 
companies are in a continuous process to get the 
approval of community norms about their functions 
(Kamath, 2016). The signaling of the theory shows 
that high-quality companies must show a signal to 
the market that the company provides high profits so 
that it will reduce the cost of capital (Kamath, 2016). 

Many researchers conducted research on factors 
that influence intellectual capital disclosures such as 
(Seng, Kumarasinghe and Pandey, 2018);(Kamath, 
2016);(Eddine et al., 2015); (Al-hamadeen & 
Swaidan, 2014); (Ibikunle, Oba and Nwufo, 2013). 
Several factors influence intellectual capital 

disclosure such as profitability, leverage, company 
size, company age, ownership structure and others. 
However, in this study the factors used in 
intellectual capital disclosure are profitability, 
leverage, firm size and company age. 

According to Meek et. Al (1995); Marston and 
Shrives (1995) and El Gazzar and Fornaro (2003) 
in(Ibikunle, Oba and Nwufo, 2013) show that 
profitable companies are expected to reveal more 
information about their performance. Hanifa and 
Cooke (2002) in (Ibikunle, Oba and Nwufo, 2013) 
found a positive and significant relationship between 
company profitability and intellectual capital 
disclosure. However, this is different from the 
research conducted (Sudibyo and Basuki, 2017); 
(Kateb, 2014);(Rahim, Atan and Kamaluddin, 
2011); (Rahim, Atan and Kamaluddin, 
2011);(Taliyang, Latif, & Mustafa, 2011) say that 
profitability does not affect intellectual capital 
disclosure. Based on the above, the hypothesis that 
can be built is 

H1: Profitability affects intellectual capital 
disclosure. 

Companies with a high degree of leverage tend 
to make wider disclosures (Company, Jensen and 
Meckling, 1974). Because stakeholders such as 
creditors need more information when the creditor 
will provide a loan to a company. This research was 
supported by (Kateb, 2014). Research (Bagchi, Joshi 
and Salleh, 2015) shows that firm size and leverage 
have no effect on intellectual capital disclosure. 

H2: Leverage affects intellectual capital 
disclosure 

Firm size and type of industry tend to be the 
main determinants of intellectual capital disclosure. 
Larger companies tend to be more progressive and 
innovative because they have financial 
resources(Kamath, 2016). Larger companies will 
express more intellectuals because they think 
managers of larger companies are more likely to 
realize the possible benefits of more 
disclosure(Ibikunle, Oba and Nwufo, 2013). 
However, it is different from research conducted by 
(Bagchi, Joshi and Salleh, 2015)which shows that 
company size and leverage do not or have little 
impact on the 114 companies studied (Kamath, 
2016). Based on this, the hypothesis in this study 
are: 

H3: Firm size influences intellectual capital 
disclosure 

Company age is one of the factors considered in 
influencing intellectual capital disclosure. Because if 
a company can last long and is able to compete in a 
business then this indicates that the company is able 
to manage resources that are owned well. The ability 
to manage resources owned is supported by 
intellectual capital owned by the company. 
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Therefore, the longer the company maintains its 
existence, the more intellectual capital is disclosed 
in the annual report. This research is supported by 
research (Taliyang, S. M., Latif, R. A., dan Mustafa, 
2011) which states that the age of the company 
influences intellectual capital disclosure. 

H4: The age of the company influences 
intellectual capital disclosure. 

 

3 RESEARCH METHOD 

3.1 Sample 
The sample in this study is the annual report of 
banking companies listed on the Indonesia Stock 
Exchange for the period of 2015 - 2017. There was 
12 banking companies as a sample. Sampling 
technique uses purposive sampling. It means this 
sampling is using some criterias. There are : 
1. Banking companies listed on the Indonesia 

stock exchange for the period 2015-2017 
2. Banking companies were reporting annual 

reports for the period 2015-2017  
3. Banking companies were earning profits during 

the period 2015-2017 
4. An annual report that provides all the 

information needed for research data for the 
period 2015-2017 

 
3.2 Measurements of Variables 
In this study consisted of dependent variables and 
independent variables. The dependent variable in 
this study is intellectual capital disclosure. The 
measurement of intellectual capital disclosure is 
using a disclosure index. There are 88 items used for 
intellectual capital disclosure. The items disclosed 
consist of strategy (21 items); Processes (11 items); 
Innovation, research and development (8 items); 
Technology (5 items); Customers (14 items); Human 
Capital (29 items). Researchers used items revealed 
from the study (Oliveira, Rodrigues and Craig, 
2010). The formula used to calculate the index 
revealed: 

 
 

                ICI= 
         m 

Where di = 0 or 1  
di = 0 if there is no disclosure item in annual report 
d1 = 1 if there is disclosure item in annual report 
M = total number of items should be disclosured in 
annual report (88 items) 

The independent variable used in this study consists 
of four variables. There were two monetary 
variables. That wasprofitability and leverage. Proxy 
of profitability used Return on Asset (ROA). 
Leverage used Debt to Equiry Ratio (DER/DR). 
Meanwhile, non-monetary variables were firm size 
and firm’s age. 
The formula used for each independent variables 
were: 

1.ROA =  Income before tax 
                 Total assets 
 
2.DER = Total Debts 
               Total Equity 
 
3. Firm Size = Ln Total assets 
 

4.Firm’s Age = Firm’s established until   research 
period 

 
3.3 Model Specification 
This study used multiple linear regression analysis to 
see the relationship between intellectual capital 
disclosure and profitability, leverage, firm size and 
firm's age. The form of the relationship can be seen 
below: 
 
ICDI = a +b1ROA + b2DER + b3FS +b4FA    + e 
 
Where  ICDI = Intellectual Capital Disclosure 
Index 
ROA = Return on Asset 
DER = Debt to Equity Ratio 
FS = Firm Size 
FA = Firm’s Age 
a to b4 are coefficient 
e = error 
 

4 ANALYSIS 

Descriptive statistics provide a description or 
description of a data that is seen from the average 
value (mean), standard deviation, maximum and 
minimum (Ghozali, 2016). The mean is used to 
estimate the magnitude of the population average 
estimated from the sample. The maximum-minimum 
is used to see the minimum and maximum values of 
the population. Based on descriptive statistical 
analysis, the company description is as follows: 
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Table 1 : Descriptive Statistic 
 N Min Max Mean Std 

Deviatio
n

ICD 36 .1932 .8636 .476325 .254727
7

ROA 36 .0030 4.0000 1.334639 1.20708
86

DER 36 3.4353 14.7484 6.506355 2.62765
14

FS 36 27.3438 34.1953 31.80843
6 

1.42953
75

FA 36 23 71 47.50 14.799
 
Before conducting multiple linear regression 
analysis, this study used the classic assumption test 
so that the processed sample data really represents 
the overall population. The normality test is done to 
test whether the regression model has a normal 
distribution or not. The normality test in this study 
used the Kolmogorov Smirnov Test. The table 
below shows the normality test performed 
 

Tabel 2: Normality test 
N 36

Kolmogorov Smirnov .636
Asymp.Sig (2 tailed) .813

 
Based on the table above, we can see that this 

study is normally distributed. This can be seen from 
the significance values above 0.813 (> 0.05). 
To see how far the influence of one independent 
variable individually in explaining the variance of 
the dependent variable can be seen in the table 
below 
 

Tabel 3: Regresi 

Model 

Unstandardiz
ed 
Coefficients 

Standa
rdized 

Coefficien
ts 

t Sig.B 
Std

. Error Beta 
(Con
stant
) 

2.212 1.027 
 

2.153 .039

RO
A 

-.126 .035 -.596 -3.644 .001

DER -.007 .015 -.072 -.456 .652
FS -.061 .036 -.341 -1.686 .102
FA .009 .004 .499 2.353 .025

 

Based on the table above, we can see that the 
ROA and Firm's age variables affect intellectual 
capital disclosure. DER and Firm Size variables do 
not affect intellectual capital disclosure. From the 
table above can also be taken multiple linear 
regression analysis as follows; 
 
ICDI = 2.212 - .126ROA - .007DER - .061FS + 
.009FA + e 
 
To measure how far the ability of the model to 
explain the variance of the dependent variable, we 
use the coefficient of determination. A value that 
approaches one means that the independent variables 
provide almost all the information needed to predict 
the variance of the dependent variable. 
 

Tabel 4: Determination Coefficient 

Model R
R 

Square
Adjusted R 
Square 

Std. Error 
of the 
Estimate

1 .571a .326 .239 .2222
634

The table above indicates the ability of multiple 
regression equations to show the level of explanation 
of the model towards the dependent variable. The 
magnitude of the determination coefficient is 0.239 
or 23.9%, which means that the ability of the 
independent variable in this case is the return on 
assets variable, the debt to equity ratio, firm size and 
firm age simultaneously has an influence on the 
intellectual capital disclosure variable of 23.9%. 
While 76.1% is explained by other variables besides 
the independent variables above. 

 

5 RESULTS 

Based on the results of the t test that has been done, 
it can be seen that return on assets has a negative 
effect on intellectual capital disclosure. This means 
that the higher the value of return on assets, the 
company will be less in doing intellectual capital 
disclosure. It may be caused if the company's 
performance has been good in this case is the profit 
obtained by the company, the company does not 
need to do a lot of disclosure in the annual report. 
Where we know that disclosure of annual reports is 
only voluntary. However, this is different from the 
research conducted by (Rahim, Atan and 
Kamaluddin, 2011) saying that profitability does not 
affect intellectual capital disclosure (Kateb, 2014). 
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For leverage variables does not give effect to 
intellectual capital disclosure. This means that many 
or few intellectual capital disclosures are not 
determined by leverage. This is in line with the 
research conducted by (Rahim, Atan and 
Kamaluddin, 2011);(Eddine et al., 2015). 

For company size variables as measured by total 
assets, it shows that firm size does not affect 
intellectual capital disclosure. Intellectual capital 
disclosure is not in the annual report does not 
depend on whether the company is large or small. 
This research is in line with (Bagchi, Joshi and 
Salleh, 2015) and contradicts the research conducted 
by (Ibikunle, Oba and Nwufo, 2013) 

While for the age variable the company has an 
influence on intellectual capital disclosure. 
Companies that have long been established will 
make more disclosures in their annual reports. This 
is in line with the research conducted by (Taliyang, 
S. M., Latif, R. A., dan Mustafa, 2011). 

 

6 CONCLUSIONS 

Based on multiple linear regression tests that have 
been done, it can be concluded that for financial 
variables, namely profitability and non-financial 
variables, namely the age of the company influence 
the intellectual capital disclosure in banking 
companies in Indonesia. While the leverage and size 
of the company does not influence intellectual 
capital disclosure in banking companies in 
Indonesia. While the ability of the independent 
variable in this case is the return on assets variable, 
the debt to equity ratio, firm size and firm age 
simultaneously has an influence on the intellectual 
capital disclosure variable of 23.9%. While 76.1% is 
explained by other variables besides the independent 
variables above. 

This study has limitations in the form of periods, 
objects and variables used to determine the factors 
that influence intellectual capital disclosure. 
Therefore, further research is expected to extend the 
research period to be used. In this study, only one 
object of research is a banking company. Future 
research is expected to be able to use several objects 
or do comparative objects. Many factors have not 
been tested in this study to determine the factors that 
influence intellectual capital disclosure. 
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Abstract: This paper presents literature review of two potential problems in the new era: (a) changes in accountant’s 
role, (b) how accounting profession adopt into automation phase, and how business process outsourcing can 
contribute to the first and second variables. Current changes in accountant’s roles requires shifting in the 
way the accounting professional do the work to manage requirement to drive efficiency, and to focus on 
strategic roles. Automation also brings a new a challenge to the business and requires the organization, 
including accountant professional, to make a strategic decision to adopt the automation to bring economic 
benefit into their organization. The new business model, Business process outsourcing (BPO) has been 
implemented in several countries for few decades. BPO approach comes with different approach such as 
allocating less value-added activities to business partner which resulted to additional time and free up 
internal resources to manage the challenges. The study results show business process outsourcing positively 
helps finance professional by taking less value-added activities of executive in finance, increase 
productivity, with cost effective approach. BPO has embarked into automation, and the review also presents 
the advantages of involving BPO providers as a solution to address the impact of automation in the 
organization.

1 INTRODUCTION 

CIMA study presented the trend in accounting 
professionals referring to the shifting in accountants’ 
responsibilities from traditional accounting 
operations to strategic management guidance and 
support. (Belfo and Trigo, 2013) Strategic means in 
the sense of ability to guide and support 
management to take necessary action to achieve the 
main goal, given scarcity of resources, or to get 
benefit of competitive advantage over adversaries 
given a set of options. (Iqbal, 2013b) The 
economists wrote that the market demands today’s 
accountants evolve into providers of insight on 
finance, technology and strategy. Changing business 
practices and technologies development have 
transformed to accountant’s role. Accountants have 
become increasingly required to take a hands-on 
approach in guiding company operations and 
formulating business strategy. (Unit, 2009) With the 
new Industrialization era, Industry 4.0, various types 
of works categories, particularly of those that 

involve mechanically recurring and haeavy manual 
works, have already been automated. With 
continuous and significant improvement in 
computing power, sooner than most anticipate, the 
work of various professions including financial 
analysts, and accountants may be partly or 
completely automated. (Schwab, 2016) While it is 
broadly known that the traditional accounting model 
involves significant working hours to collect and 
process the data, which is less process oriented, the 
challenges lead into questions of (a) different 
approaches in finance organization to enable a more 
efficient gathering of financial and non-financial 
information and (b) becoming more involved in the 
“doing”, expanding into areas with which previous 
generations had little or no experience. (Unit, 2009)  

The study result presented in this paper is based 
on literatures review of the current demand in 
accountant’s role, automation impact to accountant’s 
work, and discuss the role of Business Process 
Outsourcing (BPO) to fit into the equations. The 
paper is organised as: first - review of current 
changes in accountant’s role, second - impact of 
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automation into accountant’s work, third - BPO on 
how it fits in the new era problems and benefit 
driven through its implementation, fourth – 
discussion, and followed by conclusion. 

2 LITERATUR REVIEW 

A literature review refer to those of those article and 
papers that has been published by accredited 
scholars and researchers. (Taylor and Procter, 2008)  
 
Changes in Accountant's role  
The accounting profession has always helped to 
shape and support businesses, other organisations, 
and economies of all types and sizes. To continue to 
add value, professional accountants must be able to 
meet current needs and anticipate emerging 
demands. (ACCA, 2016) The Chartered Institute of 
Management Accountants (CIMA) and the UK´s 
University of Bath conducted a join survey in June 
2010 major population consists of 5,426 senior 
finance and senior non-finance professionals around 
the World. The respondents of this study consisted 
of a various financial professionals background, 
from all regions of the world, with responsibilities 
split into six categories: accounting operations, 
external reporting, preparation and interpretation of 
management accounting information, management 
support, developing, implementing and maintaining 
management information systems, and other like 
staff management, training, administration, and 
other miscellaneous activities. (Belfo and Trigo, 
2013) This wide range of responsibilities involves 
both transactional and strategic activities. Examples 
of transactional activities which normally take 
significant time of professional accountant which 
could be outsourced are as follow: Procure to pay, 
transaction processing, financial integrity, help desk, 
Record to report, asset and transaction processing, 
Month end closing and data integrity, financial and 
government reporting. (Accenture, 2010)  

Recruitment firm Randstad Singapore wrote that 
several transactional roles such as data entry, general 
ledger, accounts receivable and payable would 
potentially be affected negatively while other 
higher-skill roles such as financial planning and 
analysis or business controlling would still have a 
high opportunity. (Nagarajah, 2016) The changes 
drive a move toward reducing the time and effort 
spent to look into transactional activities, and focus 
on and develop accounting professional into more 
strategic activities. Survey of Robert Half, a 
specialised recruitment consultancy, among 160 
CFO in Australia showed the second most important 
expectation for finance function by 2020 is to 

manage their time and resources efficiently within 
increasing work volume. Which triggers a need to 
allocate transactional activities to other party. The 
other finding of Robert Half survey showed finance 
function shall evolve from data driven (reduce the 
time spent on their desk - of which third party 
service provider could help through BPO 
arrangement) to data educator (spend their time 
walking around the office and helping drive 
performance). (Robert Half, 2016)  
 
Automation impact into Accountant’s work  
Automation is also threatening several jobs and 
could make them obsolete, for example the 
accountants work which identified stay in the top of 
the hit list. Research by Frey and Osborne in their 
article in 2014 article published by the Economist, 
found that 47% of job categories are open to 
automation within the next two decades. 
Accountants and auditors ranked in the second 
highest in terms of risk, after telemarketers job. 
(Nagarajah, 2016) The change in the the 
accountant’s role may occur as accountants will 
begin to form a new role when attempting to adapt 
themselves to new usage and workflows resulting 
from the use of automation technology being 
implemented. (Fernandez and Aman, 2018) 
Consultant KPMG presented three suggested 
scenarios to companies in their effort to implement 
automations as seen in table below. (KMPG, 2018) 
 

Table 1: Implement Automations 
 

Source: KPMG Global Business Services Advisory 
 
 
Business Process Outsourcing  
BPO is defined as the movement of processes or 
activities from inside the organization to external 
service providers. BPO is the delegation of the 
company’s processes which is considered as non-
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core to an external service provider to administers 
and manages it accordingly. (Krstic and Kahrovic, 
2015) The company non-core business process 
consists of: corporate governance such as legal, 
finance, planning, and public and government 
relations, accounting, building services, 
management, and administrative support, human 
resource management activities such as recruiting, 
hiring, training, compensating, and dismissing 
personnel, technology and process development 
such as maintenance, automation, design or redesign 
of equipment, hardware, software, procedures, and 
technical knowledge. (Brown, 2008) Outsourcing 
concept is not new in the modern business 
environment. (Vaxevanou and Konstantopoulos, 
2015) Russ Banham, in his article, showed rationale 
for BPO efforts such as: focus on core competencies, 
save money, tap vendor domain expertise, focus on 
strategic growth, etc. (Banham, 2001) Outsourcing is 
a trend in the US. Several major corporations such 
as Dell, AIG, IBM and Citi Group have been using 
BPO and have leveraged the larger scale of outside 
service activities to gain benefit such as costs 
reductions, process quality improvement and 
improvement in response time to market 
requirement. (Li and Meissner, 2008) Many believe 
there are several American companies who paid 
millions of dollars to outsource their energy supply. 
It means paying other companies to perform a 
service the company previously had in-house, with 
goal to save money and focus on their own business. 
(Vestre, 2016) Procter & Gamble (P&G) showed an 
$ 28 million significant saving when the company 
outsourced its Java Programming to Manila, 
Philippines, and Poland. Which is significant 
amount in terms of cost reduction and profit 
maximization. (Iqbal, 2013a)Transactional finance 
activities normally outsourced consists of: data 
entry, general ledger, accounts receivable, accounts 
payable, inventory reconciliation, preparation of 
management reporting, preparation of balance sheet, 
taxes, and treasury reporting.  

BPO is generally complex arrangement and 
requires both parties, the company and service 
provider, to consider set of questions and analyse 
specific element to identify if BPO is the right 
option to proceed. Before moving into next step, the 
company needs to identify their objectives and 
aspiration, scope, operating model, and the right 
partner along with services provided. (Deloitte, 
2016) In the past, companies pursued outsourcing as 
a means to achieve better service at lower cost. 
Since the outsourcing is conducted in the low-cost 
country or locations. Recently, many organisations 
are moving beyond low costs objectives to achieve 
step changes in their performance and new, 
innovative business models. Reported benefits of 

BPO are: cost reduction, radical transformation, 
access to superior capabilities and expertise of the 
provider, release of capacity for remaining finance 
function to provide business partnering, and 
increased innovation. (Jim Downey and Technical 
Information Service, 2008). 

3 DISCUSSION 

BPO and Changes in Accountant's role  
An important fact of BPO is its ability to free 
corporate executives’ time from managing day-to-
day process to deal with a more important 
management responsibility. This happen since the 
day-today activities are moved to the service 
provider to perform according to the outsourcing 
agreement. The study of Ohnemus showed 
executives normally spend their time managing 
everyday business and only some time on 
formulating strategies for a successful advancement 
of the company. And once a process is successfully 
outsourced, the executives time spending ratio can 
be easily reversed and as results it gives more time 
to explore new revenue areas, accelerate other 
projects and focus on customers, i.e. to concentrate 
on the company core competencies. Which resulted 
to improvement in the company’s efficiency and 
productivity. (Ohnemus, 2010) Forbes Insight, in 
association with Infosys, survey results of more than 
200 executives showed that executives recognized 
the how critical BPO in supporting their businesses. 
Six out of 10 respondents said that BPO plays a very 
important role in supporting their business model, 
while another third said that BPO’s role was 
somewhat important. The trend is expected to 
continue positive, looking ahead three years, fully 
68% of executives believe BPO’s role will be very 
important. (Forbes, 2010) Review made by Jörg 
Ohnemus showed that business process outsourcing 
has a considerably positive and significant effect on 
companies’ productivity, which accounts on average 
for a 9 percent productivity increase for companies 
sourcing-out their business processes to outsourcing 
service providers. (Ohnemus, 2010)  

However, with those benefits generated from the 
arrangement, BPO could also pose some drawback 
which could affect the company if the same are not 
properly considered. Some of the drawback are:  loss 
of control, outsourcing can cause disruption, risk to 
proprietary data, risk to innovation, risk to 
succession planning. (Jim Downey and Technical 
Information Service, 2008) To mitigate some of 
potential drawback such as loss of control, potential 
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disruptions and risk of proprietary data, both parties 
need to manage the BPO arrangement well, it is 
important to set up the right Service Level 
Agreement (SLA) between the service provider and 
the company. The SLA should define the minimum 
quality of service to meet the business needs, to 
enable the customer to monitor and control the 
performance of the service received from the 
provider, against mutually agreed standards. (CIPS, 
2009) In addition, the arrangement shall consider a 
collaborative partnership, where benefits of business 
process improvements or new systems 
implementation are shared between the company 
and the provider than risk and reward sharing 
agreements. (Jim Downey and Technical 
Information Service, 2008) 
 
BPO and Automation in Accountant’s work  
Outsourcing and automation works toward 
improvement in effort to achieve higher accuracy, 
productivity, efficiency and cost reduction. And they 
are not mutually exclusive. (Sukalp Sharma, 2017) 
The emergence of the ‘Robotic Process Automation’ 
term began around early 2000. The term Robotic 
Process Automation (RPA) though sounds like a 
physical robot that runs human operations, in fact, it 
is a computer software configuration that replaces 
humans in doing a task. (Fernandez and Aman, 
2018) Today automation in BPO industry focuses on 
RPA which is built to handle structured data and 
standardized processes. RPA automates repetitive 
tasks such as invoice matching and processing by 
setting up advanced rules-based processes which 
enable improvement in accuracy and compliance. 
Automation also works 20 times faster than that of 
human, with cycle time and waiting time reduction, 
reduced error rates which could happen in manual 
tasks. (Kearney’s, 2014) Other findings showed that 
the major impact on accountants after they 
implemented the automation technology is the 
improvement of work efficiency, reducing work 
routines, improving the quality of statements and 
management analysis, improving motivation in 
learning and innovation, improving IT and 
professional skills, and also improving competition 
pressure. (Fernandez and Aman, 2018) 

Scenario from consultant KPMG shows how 
BPO can provide solution for the company to reap 
the benefit of automation. The company can free up 
from new investment requirement and can use their 
cash for other business opportunities, nor to provide 
significant resource and time. Instead, they can have 
the service provider to implement the automation in 
the company processing activities. According to 

consultant Ernst and Young, by leveraging RPA in 
the outsourced scope outsourcing providers are often 
able to pass on higher productivity benefits, as high 
as 50% over the life of a contract. (Sukalp Sharma, 
2017). 

4 CONCLUSION 

The study result shows positive role of BPO in the 
new Era problem in accounting professional work. 
Organization can allocate less value-added activities 
into business partner through contractual BPO 
arrangement to free up company’s executive and 
internal sources time for more strategic activities to 
cope with market demand. BPO arrangement applies 
SLA to govern the service performance and to 
mitigate potential risk to the company once the BPO 
arrangement starts. BPO also comes as alternative 
solution and partner for the company to bring the 
benefit of automation to their process with no major 
concern on additional investment requirement, with 
potential costs saving passed back by BPO provider 
to the company. This study is not conclusive since 
the discussion focus on those two variables above, 
and moving forward could be expanded into broader 
scope to see how BPO can make impacts into other 
challenges financial accounting such as 
improvement in reporting timeliness and accuracy.  

In addition, although BPO has become a new 
model as well industry globally, it is worthied to 
study the BPO practices in Finance and Accounting 
in Indonesia and possibility for broader 
implementation following comment from President 
of the Republic of Indonesia. Mr Joko Widodo in his 
remarks cited from Majalah Online Bisnis Indonesia 
dated on March 27, 2017, emphasized a huge 
opportunity in BPO which can explored by young 
entrepreneur following the trend in other country 
such as Philippines who managed to generate 
revenue of USD25 billion in a year. He also 
suggested for Indonesian to look into opportunities 
outside of those being dominated by the Philippines. 
In closing remarks Mr Joko Widodo emphasized that 
BPO industry in Indonesia looks very promising. 
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Abstract: This research is based on the problem found in procurement sub-cycle information system that is access 
violation, delay and wrong in decision making and lots of goods and services are excluded from cost 
recovery calculation by government. This research is aim to evaluate the effectiveness of audit design and 
implementation in sub-cycle procurement information system. This research is qualitative research. This 
research method is case study. The research subject was PT. X (oil and gas company) and Department 
Internal Audit and Compliance as an analysis unit. The sample was audit program in 2017. Research 
instrument are interview and documentation. The result showed that audit design is not effective but audit 
implementation is effective. The audit design is not effective because the same problem often occurs even 
though internal auditor has conducted an audit and provide recommendation that has been implement by 
management. Therefore, audit program cannot effect achievement of internal auditor objective that is to add 
value and improve organization process to accelerate achievement of company objective (strategic, 
operations, reporting and compliance). The main cause of the ineffective audit design is internal auditor not 
perform all role according to COBIT 5 framework and doing the wrong role according to 3 lines of defense 
framework, so that, internal auditor cannot identify the significant risk and root of problem. Therefore, this 
research provides the design of internal auditor role that complied with COBIT 5 and 3 lines of defense 
framework and 7 audit program design to eliminate the problem of procurement sub-cycle information 
system in PT. X. 

1 INTRODUCTION 

Oil and gas industry has a lot of risk that is blowout 
and oil spill, expensive investment but uncertainty of 
existence of oil and gas, and numerous regulations. 
Especially in Indonesia, regulations depend on 
contract between government and oil and gas 
company. Many oil and gas company in Indonesia 
hold product sharing contract with type cost 
recovery. As consequence, oil and gas company 
should make work program and budget and wait 
authorization for expenditure documents from 
government to begin buy goods and services. If the 
oil and gas company not complied with government 
regulations, all goods and services that has been buy 
will exclude from cost recovery calculation.  

The main factor of risk above is procurement 
mechanism and human skill and capability who is 
part of information system. Many oil and gas 

company use information technology and 
application (like SAP) in procurement process. 
Therefore, auditor should keep up with development 
of information system in order to evaluate reliability 
of communication networks competently (Weber, 
1999:17). But in real, from a lot of instrument 
provide by framework, auditor only use maturity 
level to audit the information system because 
easiness (Zhang and Fever, 2013:395). According to 
Gordon (1998:103), one of factor that affected 
blowout in oil and gas industry is organization that is 
control, planning/ organization, and audit procedure.  

PT. X has many problems in procurement sub-
cycle. The problem is KPPU give sanction to PT.X 
for jack-up drilling service, empty goods and 
services while needed, a lot of goods and services 
are excluded from cost recovery calculation, human 
error, access violation on AFE Account, WBS 
master, budget and recording expense, access AFE 
that has been closed, not all of committee member 
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sign WP&B, access violation in making invoice, and 
record asset that there is no physical existence. This 
problem has been identified by internal auditor and 
audit has been performed. Internal auditor has given 
recommendation and management has been doing 
the recommendation. But the same problem always 
occurs in next interim and next year. 

2 METHODOLOGY 

This research is qualitative research and the method 
applied in this research was case study with mixed 
method approached. According to Creswell in 
Sugiyono (2017:404) mixed methods research is an 
approach to inquiry that combines or associated both 
qualitative quantitative forms of research. It involves 
philosophical assumptions the use of quantitative 
and qualitative approaches, and the mixing of both 
approached in a study. Subject in this research was 
PT. X (oil and gas company) with Department 
Internal Audit and Compliance as an analysis unit. 
The sample was audit program in 2017. The research 
instrument was interview and documentation.   

In this research to analyze the conformity of 
internal auditor role with COBIT 5 framework were 
use RACI chart from COBIT 5 framework and to 
analyze the conformity of internal auditor role with 
3 lines of defense framework were use 3 lines of 
defense framework. To evaluate the effectivity of 
audit design, this research divided the evaluation 
into 2 categories effectiveness of audit design that is 
effectivity based on criteria and effectivity based on 
the effect.  

Effectivity based on criteria refers criteria from 
Sawyer (2006:235) and Information System Audit 
and Control Association (ISACA) (2016:7, 13-15) as 
an indicator and effectivity based on effect of audit 
program is refers to 4 organization objective 
(strategic, operations, reporting and compliance) 
according to Pickett (2005:13-14) and the 4 effect of 
audit information system according to Weber 
(1999:11) as an indicator. To evaluate the effectivity 
of audit implementation will perform with compare 
all working paper with audit design (audit program). 

3 RESULT AND DISCUSSION 

From research that has been conducted, the result 
show that internal auditor has been doing 2 from 4 
roles in COBIT 5 framework that is responsible (R) 
and accountable (A). But internal auditor not doing 
another role that is consulted (C) and informed (I). 
Internal auditor never showed his existence as a 

place for management get advice and for discuss 
about problem that faced by management. 
Therefore, internal auditor always faced as 
investigator by management. The second result is 
internal auditor not complied with 3 lines of defense 
framework because internal auditor actively 
involved in making internal control system (1st line) 
and risk management (2nd line).  

For the main objective in this research that is 
evaluate the effectiveness design and 
implementation of audit in procurement sub-cycle 
information system, this research will spread into 
evaluate audit design and evaluate audit 
implementation. The third result that is audit design 
is complied with all criteria in Sawyer and ISACA 
(effective in criteria) but not help internal auditor to 
fulfil internal audit objective that is to accelerate 
achievement of organization objective (strategic, 
operations, reporting and compliance) so that audit 
design not effective in effect/ result.  

However, the effectivity of audit program is 
achievement of audit program objective, which audit 
program is internal auditor tool to achieve internal 
audit objective that is to add value and improve 
organization operation to accelerate achievement of 
organization objective (strategic, operations, 
reporting and compliance) as an indicator to evaluate 
audit design effectiveness. Therefore, this research 
conclude that audit design is not effective. The 
fourth result is audit implementation is effective 
because all audit program has been done while audit 
is conducted.  

After get the result that audit design is not 
effective, this research will combine all result from 
evaluate internal audit role according to COBIT 5 
and 3 lines of defense to know what the root of 
problem that cause audit design is not effective. The 
result is audit design not effective because internal 
auditor not perform all role according to COBIT 5 
and wrong doing role according to 3 lines of 
defense, internal auditor cannot identify significant 
risk, weakness control that should be audited, 
determination of audit objective and subject audit for 
interview (All of this process is before internal 
auditor writes the audit program (designing audit)).  

This result is aligned with Sawyer (2006:217) 
that said one of the function of audit internal 
professional is to show that the program is effective-
only emphasize to significant things and to give 
evidence that significant risk and control has been 
identified and evaluated.  

Furthermore, Sawyer (2006:217) said that 
analysis that made with help from operational 
manager- can give operational objective, identified 
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actual or potential risk, and determine the right 
control for this situation. That analysis can produce 
thoughtful, relevant, effective and economics audit 
program.   

Therefore, this research gave 2 output to improve 
effectiveness of audit design that is the internal 
auditor role that conform with COBIT 5 and 3 lines 
of defense framework and 7 audit program to solve 
the root of problem that identified in this research.   

The role of internal auditor for Department 
Internal Audit and Compliance is divided into 2 
major that is role in governance and role in 
management. The role of internal auditor in 
governance is internal auditor should act as place of 
management to ask about job allocation, 
responsibility and management act in monitoring IT 
and internal auditor should act as place of 
management to ask about operation of information 
system that is use and allocation of resource, 
satisfied stakeholder need and risk management on 
IT. The role of internal auditor in management is 
actively act as consultant in project management, 
requirement management and IT operation.    

This figure below, describes the suggested 
internal auditor’s role (figure 1) and the expected 
effect of implementation of the role of internal 
auditor that has suggested (figure 2): 
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Figure 1: Role of Internal Auditor 
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INTERNAL AUDITOR THAT 
MORE FOCUS ON SPECIFIC 
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Figure 2: The Effect which were Expected from 
Implementation the Role of Internal Auditor 
 
The audit program in this research contain 7 audit 
program that disembogue into 3 part that is:  
1) Audit design for data redundancy  

To solve wrong and delay in decision making 
problem.  There is 1 audit design (audit program) for 
audit data redundancy, that is:   
 
Table 1: Audit Design (Audit Program) for Data 
Redundancy 

AUDIT PROGRAM FOR DATA 
REDUNDANCY  

Audit Objective: 
To ensure control adequacy to mitigate data 

redundancy   
Time:
Interim 1 
Risk: 

1) Wrong in decision making   
2) Delay in decision making  

Control: 
Memory capacity is allocate for each 

department 
Test: 

1) Inspect standard operating procedure (SOP) 
and compare with how end user using 
worksheet  

2) Take a sample of data redundancy and 
identify who is updating the data redundancy 

3) Inspect and compare all data redundancy (see 
the data content and what the difference in 
content of each data) 

4) Compare all data redundancy with data that 
has been attached in SAP (see the content 
and compare the difference)  

5) Discuss, confirm and ask to the user (data 
owner and data updater) for the reason of 
why data redundancy  
Document: 

1) Worksheet in Department Supply Chain 
Management (procurement sub-cycle) 
memory   

2) Worksheet that has been attached in SAP    
 
 
2) Audit design for database goods and services  
To solve ordering goods and services that not 
needed, ordering to not qualified supplier even 
though supplier approved by SKK Migas, goods and 
services are exclude from cost recovery calculation 
by government and recorded goods that no physical 
existence. There is 2 audit design (audit program) 
for audit database goods and services, that is:   
 
Table 2: Audit Design (Audit Program) for Goods 
and Services Database 

AUDIT PROGRAM FOR GOODS AND 
SERVICES DATABASE    
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Audit Objectives: 
To ensure control adequacy to mitigate 

purchase requisition for goods and services that 
not needed.  

Time:  
Interim 1  
Risk:  
Purchase requisition for goods and services 

that not needed  
Control:  
Access control   
Test:  

1) Compare all goods and services catalog with 
physic of goods and services   

2) Check addition or changes of catalog 
parameter or catalog itself    

3) Compare changes or addition of catalog 
parameter or catalog itself with purchase 
requisition (focus on time of occurrence)     

4) Check log and see the person who makes 
changes or addition on catalog parameter or 
catalog itself 

5) Re-performance:  
a) Make a changes on catalog or catalog 

parameter and makes purchase requisition   
b) Make an addition on catalog or catalog 

parameter and makes purchase requisition   
6) Inspect all document of parameter catalog  

Document:  
1) Record or documentation of changes or 

addition on catalog or catalog parameter  
2) Record of purchase requisition time  
3) Documentation of purchase requisition time  
4) Log record of changes or addition on catalog 

or catalog parameter  
5) Log record of access to goods and services 

database  
 
Table 3: Audit Design (Audit Program) for Supplier 
Database  

AUDIT PROGRAM FOR SUPPLIER 
DATABASE  

Audit Objective: 
1) To ensure control adequacy to mitigate 

purchasing goods and services that cannot 
include in cost recovery calculation  

2) To ensure control adequacy to mitigate 
purchasing to unqualified supplier even 
though the supplier approved by SKK Migas. 
Time:  
Interim 1  
Risk:  

1) Purchase goods and services that cannot 
include in cost recovery calculation  

2) Purchase to unqualified supplier even though 

the supplier approved by SKK Migas. 
Control: 

1) Access  
2) Authorization  

Test: 
1) Obtain purchase requisition (PR) and 

purchase order (PO) document.  
2) Compare purchase requisition (PR) and 

purchase order (PO) document.  
3) Check log to know who make purchase order 

(PO) document  
4) Inspect supplier parameter document and 

compare with parameter in supplier database  
5) Check log of changing in supplier database 

parameter  
6) Take a sample (focus on big and small 

supplier) and compare supplier qualification 
with parameter in database  

7) Re-performance:  
a) Input supplier name that you want to win 

with not changing the parameter  
b) Input supplier name that you want to win 

with changing the parameter   
Document: 

1) Supplier parameter  
2) List of SKK migas supplier   
3) Log list of changing in database supplier 

parameter  
4) Supplier pra-qualification document  
5) Purchase requisition (PR) document  
6) Purchase order (PO) document  

 
 

3) Audit design for administration role in SAP  
To solve access violation problem. There is 4 audit 
design (audit program) for audit administration role 
in SAP, that is:  

 
Table 4: Audit Design (Audit Program) for SAP 
Support SOP 

AUDIT PROGRAM FOR SAP 
SUPPORT SOP 

Audit Objective: 
To know the procedure of giving advice for 

updating role in SAP 
Time:
Interim 1 
Risk: 
There is a person who have 2 or more roles 

in SAP 
Control: 
Segregation of duties    
Control: 

1) Inspect SOP of SAP Support in a process to 

Evaluation the Effectiveness of Audit Design and Implementation in Sub-cycle Procurement Information System: Case Study in PT. X

1111



 

giving advice for updating role  
2) Observe the evaluation mechanism in 

determine the suitable role  
Document:  
SOP of SAP Support in giving advice for 

updating role  
 

Table 5: Audit Design (Audit Program) for SAP 
Security Admin SOP 

AUDIT PROGRAM FOR SAP 
SECURITY ADMIN SOP  

Audit Objective: 
To know the role updating process   
Time:  
Interim 1  
Risk: 
SAP Security Admin forget to revoke old 

role  
Control:  
Segregation of duties   
Control:  

1) Inspect SOP of SAP Security Admin in 
updating role  

2) Observe updating role process  
Document:  
SOP of SAP Security Admin in updating 

role 
 

Table 6: Audit Design (Audit Program) for 
Information System and SAP Development, 
Expansion and Maintenance Documentation 

AUDIT PROGRAM FOR 
INFORMATION SYSTEM AND SAP 
DEVELOPMENT, EXPANSION AND 
MAINTENANCE DOCUMENTATION  

Audit Objective: 
1) To know information system access error   
2) To know information system fault that can 

infiltrated by parties outside the company   
3) To detect and prevent the using of double 

role because of the faulty of SAP Support 
and SAP Security Admin   

4) To know the existence of SAP Administrator 
Time:  
Interim 1  
Risk:  
Access that not conform with function and 

position but authorized by SAP   
Control:  
Access  
Test:  

1) Inspect development, expansion and 
maintenance documentation   

2) Try to access from every information system 
network   

3) Check the existence of SAP Administrator 
function 
Document: 

1) Information system and SAP development 
documentation 

2) Information system and SAP expansion 
documentation 

3) Information system and SAP maintenance 
documentation 

 
Table 7: Audit Design (Audit Program) for SAP 
Administrator SOP 

AUDIT PROGRAM FOR SAP 
ADMINISTRATOR SOP   

Audit Objective: 
To ensure that SAP Administrator has gave 

the control adequacy for all access in company 
information system network (SAP)   

Time:
Interim 2
Risk: 
Access that not conform with function and 

position but authorized by SAP   
Control: 
Segregation of duties  
Test: 

1) Check SOP of SAP Administrator  
2) Observe SAP Administrator Activity  
3) Compare SOP with observation result of 

SAP Administrator activity  
Document:
SOP of SAP Administrator  

4 CONCLUSIONS 

According to research that has been conducted, the 
conclusion is audit design is not effective but audit 
implementation is effective. The problem that cause 
audit design is not effective is internal auditor not 
doing all role according to COBIT 5 (only 
responsible and accountable but not consulted and 
informed) and wrong doing role according to 3 lines 
of defense (internal auditor actively involved in 
make internal control system and risk management). 
This problem make internal auditor cannot identify 
significant risk and root of the problem in a process 
to design audit (audit program). 

REFERENCES 

 Gordon, Rachael P. (1998). The contribution of human 
factors to accidents in the offshore oil industry. 

UNICEES 2018 - 1st Unimed International Conference on Economics Education and Social Science

1112



 

Reliability Egineering and System Safety 61 (95-
108)  

Information System Audit and Control Association. 
(2016). Information System Auditing: Tool and 
Techniques Creating Audit Program   

___________________________________________. 
(2014). Assessment Programme  

___________________________________________. 
(2012). COBIT 5 Enabling Process  

___________________________________________. 
(2012). COBIT 5 Implementation  

___________________________________________. 
(2012). COBIT 5 A Business Framework for the 
Governance and Management of Enterprise IT  

Pickett, K.H. Spencer. (2005). Auditing the Risk 
Management Process. New Jersey: John Willey & 
Sons, Inc   

Sawyer, Lawrence B. et al. (2006). Sawyer’s Internal 
Auditing Audit Internal Sawyer (Desi Adhariani, 
Penerjemah) (Edisi 5) (Buku 1). Jakarta: Salemba 
Empat  

______________________. (2006). Sawyer’s Internal 
Auditing Audit Internal Sawyer (Desi Adhariani, 
Penerjemah) (Edisi 5) (Buku 2). Jakarta: Salemba 
Empat  

______________________.(2006). Sawyer’s Internal 
Auditing Audit Internal Sawyer (Ali Akbar, 
Penerjemah) (Edisi 5) (Buku 3). Jakarta: Salemba 
Empat  

Sugiyono. (2017). Metode Penelitian Kombinasi (Mixed 
Method). Bandung: Alfabeta 

Weber, Ron. (1999). Information System Control and 
Audit. New Jersey: Prentice Hall  

Zhang, Shengnan & Hans Le Fever. (2013) An 
Examination of Practicability of COBIT Framework 
and the Proposal of a COBIT-BSC Model. Journal 
of economics, Business and Management, 1 (4) 

 

Evaluation the Effectiveness of Audit Design and Implementation in Sub-cycle Procurement Information System: Case Study in PT. X

1113



Tax Planning for Shipping Company Business Expansion 
 

Sandy Zulfadli 
Faculty of Economics and Business, University of Indonesia 

jend.goedirman@gmail.com 

Keywords: Tax planning, Business Expansion, Indonesian Shipping 

Abstract: Several previous studies have shown that tax planning schemes have significant effects on the valuation of 

firms in terms of investment decisions for global expansion. This research limits its scope in tax planning, 

precisely in how to choose the most profitable legal form of business units from taxation aspect, by 

simulating how much total tax expenses are incurred by the company, whether they conduct business in 

Singapore with subsidiary, with permanent establishment or without subsidiary nor permanent 

establishment. The country used as the basis (as the benchmark/example for expansion destination) for this 

paper is Singapore, as Singapore is frequently used by Indonesian-based companies for expansion 

destination, due to its close geographical location, corporate-friendly tax regulations, and high legal 

certainty, connected to its economic and political stability. The research method used in this paper is the 

qualitative analysis method, with a case study approach using company X, which is based in Indonesia and 

conducts domestic and international shipping operations. The data used in this paper are primary data such 

as company profiles, business development plans and financial reports from X company, as well as 

corporate tax regulations in Indonesia and Singapore. This study finds that a company that conducts its 

business without subsidiary nor permanent establishment in Singapore, is the most profitable legal form of 

business unit according to taxation aspect. 

1. INTRODUCTION 

With its unique geographical location between two 
continents (mainland Asia and Australia) and two 
oceans (the Pacific and Indian oceans), Indonesia 
faces both advantages and disadvantages in business. 

The Indonesian government currently aspires to 
make Indonesia as world maritime power. Along 
with the government’s vision, the private sector 
moved in the same direction. To encourage maritime 
connectivity, the government started to provide 
many incentives to increase private sector 
participation in supporting government programs. 
This momentum can be an opportunity for the 
private sector to develop businesses, especially in 
the maritime industry. 

Researchers see the potential of the maritime 
industry, with shipping especially still having 
enormous potential to be developed. Based on data 
on loading and unloading at Indonesian ports as 
outlined in Table 1, it can be seen in 2015 that 
domestic cargo reached 294,309 thousand tons and 
overseas cargo reached 340,001 thousand tons. 

Table 1: Domestic and overseas loading and 
unloading at the Port of Indonesia from 1988-2015 
(thousand tons).  
 

Source : http://www.bps.go.id/ 
Several previous studies have shown that tax 

planning has a significant effect on firm value. Heeti 
Herawati and Diah Ekawati (2016), said that overall 
tax planning affects the value of the company. This 
is in line with research conducted by Mihir A. Desai 
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and Dhammika Dharmapala (2007) where their 
research concluded that tax planning has a positive 
effect on firm value if the company has a good 
governance. However, the studies mentioned above 
used quantitative approach, where it clearly 
illustrates the magnitude of the influence of tax 
planning on firm value, but does not explain how tax 
planning can contribute optimally to company value 
for shareholders.  

The characteristics of the business sector and 
business processes conducted by the company are 
the determinants of how the tax planning scheme 
should be used. On this study, through a case study 
of X company, the writer will simulate how tax 
planning be used for shipping company business 
expansion. 

Business expansion usually starts in the selection 
of the legal form of business unit and choosing the 
destination country of business expansion. In this 
step, many aspects should be considered, including 
the tax saving aspect. 

The country used as the basis (as the 
benchmark/example for expansion destination) for 
this paper is Singapore, as Singapore is frequently 
used by Indonesian-based companies for expansion 
destination, due to its close geographical location, 
corporate-friendly tax regulations, and high legal 
certainty, connected to its economic and political 
stability. 

This research limits its scope in tax planning, 
precisely in how to choose the most profitable legal 
form of business units from taxation aspect. So that, 
the research question is how to choose the  most 
profitable legal form of business units according to 
taxtation aspect.  

To answer the question, author simulate how 
much total tax expenses are incurred by the 
company and how much total profit after taxes, 
whether they conduct business in Singapore through 
subsidiary, through branch/permanent establishment, 
or without subsidiary nor permanent establishment. 
The results of analysis then compared to each 
alternatives, to conclude which legal form is the 
most profitable. Justification shall be applied to the 
conclusion of this study, so that could be a guidance 
for other similar companies. 

2. LITERATUR REVIEW 

In this section the researcher will review theories, 

regulations and results of previous studies related to 

tax planning. According to Arikunto, “In all 

sciences, scientists always begin their research by 

exploring what has been stated by other experts” 

(Arikunto, 2016). Several previous studies have 

shown that tax planning has a significant effect on 

firm value. Heeti Herawati and Diah Ekawati (2016) 

in their research journal: The Effect of Tax Planning 

on Corporate Values, concluded that overall tax 

planning affects the value of the company. The study 

reinforces research conducted by Mihir A. Desai and 

Dhammika Dharmapala (2007) where their research 

concluded that tax planning has a positive effect on 

firm value if the company has high governance. 

2.1 Tax Planning 

1. Tax management as well as general 

management concepts requires the activities of 

planning, organizing, implementing and 

controlling. According to Pohan, “Tax 

management is a comprehensive effort carried 

out by tax managers in a company or 

organization so all matters related to taxation 

from the company or organization can be 

managed properly, efficiently, and 

economically, so can give maximum 

contribution to the company. ”(Pohan, 2017). 

2. Tax planning is considered as the starting point 

of tax management. Tax Planning is a process 

of organizing a taxpayer's business in such a 

way that the tax debt for both the income tax 

and other taxes are in a minimal amount, as long 

as it does not violate the regulations. Larry 

Cumbrey et al (1994) stated that tax planning is 

“The systematic analysis of differing tax options 

aimed at minimizing the tax liability in current 

/and future tax periods” (Pohan, 2018).  

3. Barry Spitz (1983) in Pohan (2017) explains the 

steps that must be taken so that tax planning is 

in line with expectations: a. Performing 

available database analysis; b. Designing 

possible  tax plan; c. Evaluating tax plans; d. 

Looking for weaknesses in the tax plan, and 

correct those weaknesses; e. Updating the tax 

plans. 

 

2.2 Shipping Company 

According to Indonesian Shipping Law No. 17 of 

2018, “Shipping is an integrated system consisting 

of transportation in waters, port, safety and security, 

and protection of the maritime environment”. 

According to Indonesian Government Regulation 

No. 20 of 2010 “The National Sea 

Transport/Shipping Company is an Indonesian legal 

entity that carries out sea transportation activities 
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within Indonesian waters and / or from and to 

foreign ports”. The term shipping company in this 

research refers to a corporate that wants to conduct 

business in the shipping industry both domestically 

and / or overseas. 

Overall the products of shipping industry are as 

follows: shipping services, agency services, charter 

services, and freight forwarding. Charter services are 

depends on the agreements. Charter agreements 

specify the types of services provided, whether 

bareboat or fully manned. Fully manned service fee, 

defined whether its time charter or voyage/trip 

charters. 

2.3 Shipping Income Tax Regulation 

Indonesian Income Tax Law of 1983 in Article 4 

Paragraph (1) Letter stated, “…Taxpayers who are 

subject to final tax or taxpayers who use Deemed 

Profit norms as referred to in Article 15”. 

Meanwhile in Article 15 mentioned that “The 

Minister of Finance can make a regulation to set a 

Special Calculation Norm to calculate the net 

income of certain Taxpayers that cannot be 

calculated based on Article 16”. Furthermore, 

Indonesian Minister of Finance Decision Letter 

Number KMK-416/KMK.04/1996 regulate that net 

income of shipping income of a domestic shipping 

company is about 4% of  its gross shipping income 

and effective tax rate is 1.2% of its gross shipping 

income. As KMK-417/KMK.04/1996 regulate that 

net income of shipping income of foreign shipping 

company is about 6% of its gross shipping income 

and effective tax rate is 2.64% of its gross shipping 

income (Branch Profit Tax included). These 

Indonesian shipping income taxes are final, so that 

all costs connected to shipping income should not be 

reduced from taxable income, as stipulated in 

Indonesian Government Regulation No. 94 of 2010 

Article 13. Regarding bookkeeping of final and non-

final income is regulated in Article 27, in this case 

must be booked separately, join cost that cannot be 

separated in order to calculate Taxable Income, the 

charge is allocated proportionally.  

Singapore Income Tax Act Sections 13A stated, 

“There shall be exempt from tax the income of a 

shipping enterprise derived or deemed to be derived 

from the operation of Singapore ships or foreign 

ships as hereinafter provided”. Inland Revenue 

Authority of Singapore stated on its official website, 

that “approved international shipping enterprises 

operating ships plying in international waters enjoy 

tax exemptions on certain types of international 

shipping income under Section 13F of the Income 

Tax Act (ITA)”. So that, shipping income of resident 

shipping company and approved international 

shipping company, were exempted under Section 

13A and/or 13F of Singapore Income Tax Act. 

As described on Inland Revenue Authority of 

Singapore official website, this following types of 

payment are not subject to Withholding Tax: 

dividend payments; payments to Singapore Branches 

of Non-Resident Companies; Payments made by 

Banks, Finance Companies and certain Approved 

Entities; Payments for the Charter of Ships; Other 

payments.  

Agreement between the Republic of Singapore 

and the Republic of Indonesia for the Avoidance of 

Double Taxation and the Prevention of Fiscal 

Evasion with Respect to Taxes on Income, in Article 

8 Paragraph 2 stated, “Income derived by an 

enterprise of a Contracting State from the operation 

of ships in international traffic maybe taxed in the 

other Contracting State, but the tax imposed in that 

other State shall be reduced by an amount equal to 

50% thereof “. 

3 METHODOLOGY 

3.1 Research Method 

The research method applied in this research is 

descriptive qualitative research. There are several 

kinds of qualitative research methods, but in this 

case the researcher uses a case study approach. 

The unit of analysis in this research is a single 

analysis unit. The object of the research in question 

is X company, which is a subsidiary of one of the 

Republic of Indonesia State-Owned Enterprises, 

formed to run commercial shipping business 

domestically and internationally.  

X company selected as an object, due to its 

newly established, its well managed profit, and 

recently plan to expand its business. 

3.2 Data Analysis 

The data used for this study consist of primary data 

such as company profiles, business development 

plans and financial reports from X company, as well 

as corporate tax regulations in Indonesia and 

Singapore. Data collection techniques are conducted 

by interview method and documentation. The 

instruments of data collection used were recording 

devices, interview guidelines, checklists and tables. 
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3.3 Research Model 

This research model shows how to choose the 

most profitable legal form of business units by 

simulating how much total tax expenses are incurred 

by the company and how much total profit after 

taxes remain, whether they conduct business in 

Singapore with subsidiary, with permanent 

establishment or without subsidiary nor permanent 

establishment. Research mind flow model described 

in Figure 1.  

 

Figure 1: Research mind flow model 

4 ANALYSIS 

The characteristics of the business sector and 

business processes conducted by the company are 

the determinants of how the tax planning scheme 

constructed. In this section, through a case study of 

X company, the author simulate what kind of 

scheme should be used in tax planning for shipping 

company business expansion. 

Business expansion usually starts in the selection 

of the legal form of business unit and choosing the 

destination country of business expansion. In this 

step, many aspects should be considered, including 

the tax saving aspect. In this section, the author 

simulate how much total tax expenses are incurred 

by the company in three forms of alternatives, 

whether they conduct business in Singapore through 

subsidiary, through branch/permanent establishment, 

or without subsidiary nor permanent establishment 

(direct business). 

X company as the object of this research, in 

accordance with its Articles of Assosiation the 

Company shall conduct these following activities : 

a. Carrying inter-port sea transportation. 

b. Transporting passengers, animal and cargos. 

c. Services related business activities. 

Wimbo Hapsara as manager strategic planning 

and business development of X company through 

personal interview explain that in 2017, X company 

conduct business only from domestic transaction and 

gained nett profit about 15.71% of its revenue as 

shown in Table 2. Due to the recent issues, X 

company needed to expand its business 

internationally to mantain the growth of its revenue 

and  for company sustainability. According to the 

master plan of business development, X company 

will expand to the countries that considered as 

international maritime hub, such as : Singapore, Uni  

Arab Emirates (Dubai), Hongkong, England 

(London), United States of America (Houston). In 

2018, X company projected to earn shipping income 

from international transaction about 10% of total 

revenue (Hapsara, 2018).  

Table 2: Income statement profile of X company for the 

year ended Dec, 31 2017. 

Account Name Amount  

(million USD) 

Percentage 

Total Revenue 99,xxx 100% 

Cost of Revenue 80,xxx 81% 

Operating & Other 

expense 

3,xxx 3.36% 

Nett Profit before Taxes 15,xxx 15.71% 

Source : X company financial statements  fo the year 

ended dec,31 2018 (Processed by author). 

Since the destination country of expansion is 

Singapore, then tax planning should comply to both 

of Indonesian tax regulations and Singapore tax 

regulations. Agreement between both countries to 

avoid double taxation, also had to be considered. 

Before simulating how much tax savings from 

each legal form of a business unit, it is necessary to 

arrange several assumptions to simplify the financial 

profile of each alternative to make it easier to 

compare. The assumptions arranged by the author 

are as follows: 

- Direct business (conduct shipping business 

without subsidiaries nor branch/permanent 

establishment) are allowed by expansion 

destination country. 

- Projected total revenue in this case are about 120 

million US Dollars. Which is 105 million US 

Dollar shipping revenue from domestic 

transaction, 10 million US Dollar shipping 

revenue from expansion/international 

transaction, and 5 million US Dollar other 

revenue that object of regular rate of  Indonesian 

Tax Income. 

Projected Income 

Statement

Expansion : Subsidiary

Projected Income 

Statement

Expansion : Branch

Projected Income 

Statement

Expansion without 

Subsidiary nor Branch

Income Statement 

of  X Company
(FYE Dec 31, 2017)

Tax Expense in 

Indonesia + Tax 

Expense of Subsidiary

Tax Expense in  

Indonesia + Tax 

Expense of Branch (PE)

Tax Expense in 

Indonesia + Tax 

Expense in overseas

Several Assumption

Projected Compared

The Lowest 

Profit After 

Taxes =  The 

Most Profitable 

Legal Form of 

Business Unit

Deducted
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a. Shipping revenue from expansion/international 10,000,000$       

b. Direct Cost 8,100,000$         

c. Operating & Other Expenses incurred in Subsidiary (5%) 500,000$           

d. Nett Profit Before Taxes  from Expansion (a-b-c) 1,400,000$         

e. Singapore Corporate Income Taxes -$                     

f. Nett Profit after Taxes  from Expansion (d-e) 1,400,000$         

g. Dividend declared 1,400,000$         

h. Witholding tax of Dividends -$                     

i. Transferred to parent company 1,400,000$         

a. Shipping revenue from domestic 105,000,000$     

b. Other revenue (Object of regular rate) 5,000,000$         

c. Total Revenue (a+b) 110,000,000$     

d. Direct Cost 89,100,000$       

e. Gross Profit (c-d) 20,900,000$       

f. Operating & Other Expenses 4,032,000$         

g. Overseas nett income (Dividends) 1,400,000$         

h. Commercial Nett Profit Before Taxes  (e-f+g) 18,268,000$    

i. Positive fiscal adjustment 88,898,727$       

j. Negative fiscal adjustment 105,000,000$     

k. Fiscal Net Profit/Taxable Income  (h+i-j) 2,166,727$         

l. Indonesian Income Tax (Regular rate 25%) 541,682$           

m. Overseas tax credit -$                     

n. Indonesian Shipping Income Tax ( Effective rate 1.2%) 1,260,000$         

o. Total Tax expenses (l+m) 1,801,682$      

p. Profit after taxes (h-o) 16,466,318$    

Income Statement

For the year ended December 31, 20xx

X Company (Parent) in Indonesia

Income Statement

For the year ended December 31, 20xx

Subsidiary  in Singapore

- Direct cost of all alternatives assumed to be 

equal. In this case author used percentage of X 

company financial profile that is 81% of total 

projected revenue earned in each countries.  

- Projected operating and other expenses incurred 

in Indonesia assumed to be constant of all 

alternatives, which is according to X company 

financial profile, that is 3.36% of total projected 

revenue.  

- There are extra operating expenses  to run 

Branches or Subsidiaries, and both  assumed to 

be equivalent. In this case, author assumed the 

percentage is about 5% of projected expansion 

revenue. 

- All nett profit of Subsidiaries declared as 

dividend, and transferred to parent company after 

deducted by dividend witholding tax. 

- Fiscal adjustments only from shipping income 

that considered to be final, deducted by direct 

costs and operating & other expenses that cannot 

deducted regarding to shipping income. 

Due to assumptions above, projected operating 
and other expenses in Indonesia are 3.36% of 120 
million US Dollars or $ 4,032,000 of all alternatives. 
Extra operating expenses whether expansion 
conducted through Branch or Subsidiary are 5% of 
10 million US Dollars or $ 500,000.  

4.1 Expansion through Subsidiary 

Expanding business through subsidiary means 
forming a new entity in the destination country and 
becomes resident company of destination country. 
The consequences are revenues, direct costs and 
operating expenses incurred in the destination 
country reported as separate entity. Profit from 
subsidiaries that has been earned transferred to the 
parent company by dividend.  

According to Singapore Tax Regulations, 
Shipping income of resident companies are 
exempted from Income Tax, as well as dividend 
payments are not subject to Witholding Tax, so that 
no taxes to be charged in Singapore.  Since projected 
shipping revenue from Singapore is US$10 million, 
direct costs assumed is US$8.1million and operating 
and other expenses assumed are US$500 grand, then 
Nett profit after taxes in Singapore is US$1.4 
million, and all transfered as dividend to parent 
company.  

Dividend from Singapore Subsidiary, is reported 
in Parent Company financial statements as overseas 
nett income that object of regular rate of Indonesian 
Corporate Income Taxes, so total Indonesian 
commercial nett profit before taxes is US$ 

18,268,000, spesific calculation is described in 
Figure 2.  

Figure 2: Income statement simulation over expansion 

through subsidiary (Processed by the author). 

After fiscal adjustment of US$16,101,273, the 
Indonesian Taxable Income which is the object of 
regular rate is US $ 2,166,727 and the Corporate 
Income Tax payable is equal to US$ 541,682. There 
is no overseas tax credited over, since no tax witheld 
in Singapore. Shipping revenue from domestic 
transactions are object of effective rate 1.2% under 
Indonesian Minister of Finance Decision Letter 
Number KMK-416/KMK.04/1996, that is 
US$1,260,000. 

According to descriptions above, total tax 
expenses over total projected revenues are US$ 
1,801,682,  and total profit after  taxes is US$ 
16,466,318. 

 

4.2 Expansion through Branches 

Expanding business through branches means 
conducting business in the destination country 
without forming new entity, only placed a 
permanent establishment and registered as tax 
subject in destination country. In this form, 
revenues, direct costs and operating expenses 
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a. Shipping revenue from domestic 105,000,000$     

b. Shipping revenue from expansion/international 10,000,000$       

c. Other revenue (Object of regular rate) 5,000,000$         

d. Total Revenue (a+b+c) 120,000,000$     

e. Direct Cost 97,200,000$       

f. Gross Profit (d-e) 22,800,000$       

g. Operating & Other Expenses 4,032,000$         

h. Commercial Nett Profit Before Taxes  (f-g) 18,768,000$    

i. Positive fiscal adjustment (95.83% of e+g) 97,014,000$       

j. Negative fiscal adjustment 115,000,000$     

k. Fiscal Net Profit  (h+i-j) 782,000$           

l. Indonesian Income Tax (Regular rate 25%) 195,500$           

m. Indonesian Shipping Income Tax ( Effective rate 1.2%) 1,380,000$         

n. Total Tax expenses (l+m) 1,575,500$      

o. Profit after taxes (h - n) 17,192,500$    

X Company  in Indonesia

Income Statement

For the year ended December 31, 20xx

a. Shipping revenue from Singapore 10,000,000$       

b. Direct Cost 8,100,000$         

c. Extra Operating & Other Expenses incurred in Branch (5%) 500,000$           

d. Nett Profit Before Taxes  from Expansion (a-b-c) 1,400,000$         

e. Singapore Corporate Income Taxes -$                     

f. Nett Profit after Taxes  from Expansion (d-e) 1,400,000$         

g. Branch Profit 1,400,000$         

h. Witholding tax of Branch Profit Tax -$                     

i. Transferred to X company 1,400,000$         

a. Shipping revenue from domestic 105,000,000$     

b. Shipping revenue from Branch 10,000,000$       

c. Other revenue (Object of regular rate) 5,000,000$         

d. Total Revenue (a+b+c) 120,000,000$     

e. Direct Cost (Indonesia & Singapore) 97,200,000$       

f. Gross Profit (d-e) 22,800,000$       

g. Operating & Other Expenses 4,032,000$         

h. Operating & Other Expenses incurred in Branch (5%) 500,000$           

i. Commercial Nett Profit Before Taxes  (f-g-h) 18,268,000$    

j. Positive fiscal adjustment (95.83% of e+g+h) 97,493,167$       

k. Negative fiscal adjustment 115,000,000$     

l. Fiscal Net Profit  (i+j-k) 761,167$           

m. Indonesian Income Tax (Regular rate 25%) 190,292$           

n. Indonesian Shipping Income Tax ( Effective rate 1.2%) 1,380,000$         

o. Total Tax expenses (m+n) 1,570,292$      

p. Profit after taxes (i - n) 16,697,708$    

For the year ended December 31, 20xx

Branch in Singapore

Branch Profit Record

For the year ended December 31, 20xx

X Company  in Indonesia

Income Statement

incurred in the destination country reported all in 
central company financial statement. Any taxes that 
incurred regarding revenue are deducted over the 
commercial nett profit that earned in destination 
country, and the rest is called as Branch Profits. 
Branch Profit frequently transferred to central 
company after deducted witholding tax (if any).  

Since shipping income are exempted from 
income tax under Section 13A and/or 13F of 
Singapore Income Tax Act, then in this form of 
business unit there is no taxes to be charged in 
Singapore too. So that, the total Branch Profit to be 
transfered  to the central company is equal to 
US$1,400,000.  

Figure 3: Income statement simulation over expansion 

through branch (Processed by the author). 

All revenues, direct costs and operating & other 
expenses recorded in central company income 
statement. So that commercial nett profit before 
taxes is US$ 18,286,000, spesific calculation in 
Figure 3.  

After fiscal adjustment of US$ 17,506,833, the 
Indonesian Taxable Income which is the object of 
regular rate is US $ 761,167 and the corporate 
income tax payable is equal to US$ 190,292. There 
is no overseas tax credited over, since no tax witheld 
in Singapore. Shipping revenue from domestic and 

international transactions are object of effective rate 
1.2% under Indonesian Minister of Finance Decision 
Letter Number KMK-416/KMK.04/1996, that is 
US$1,380,000. 

 
According to calculations above, total tax 

expenses over total projected revenues are US$ 
1,570,292  and total profit after  taxes is US$ 
16,697,708. 

4.3 Expansion through Direct Business 

Expanding business through direct business 
means conducting business in the destination 
country without forming new entity nor register a 
permanent establishment. In this form, revenues, 
direct costs and operating expenses incurred in the 
destination country reported all in central company 
financial statement. Any taxes that incurred 
regarding revenue are become overseas tax credit in 
Indonesia.  

Actually this form similar to conduct business 
expansion through Branches, however there is one 
difference that is the absence of extra operating and 
other expenses. Since Singapore tax income on a 
quasi-territorial basis, as long as X company afford 
to run this business remotely/virtually, International 
transaction is better be runned from Indonesia. 

Simulation of X company Income Statement 
described in Figure 4. Commercial nett profit before 
taxes is become US$ 18,786,000. After fiscal 
adjustment of US$ 17,986,000, the Indonesian 
Taxable Income which is the object of regular rate is 
US $ 782,000 and the Corporate Income Tax 
payable is equal to US$ 195,000. According to 
calculations above, total tax expenses over total 
projected revenues are US$ 1,575,500  and total 
profit after  taxes is US$ 17,192,500. 

 

Figure 4: Income statement simulation over expansion 

through Direct Business (Processed by the author). 
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5 CONCLUSION 

According to previous analysis,  author compared 

profit after taxes of all alternatives. The resume 

results of all alternatives shown by Table 3.  

Table 3 : Resume of income statement simulations. 

Alternatives of legal 

form 

Tax Expenses 

(US$) 

Profit After 

Taxes 
(US$) 

Subsidiary 1,801,682 16,466,318 

Branch/Permanent 

Establishment 

1,570,292   16,697,708 

Direct Business 1,575,500   17,192,500 

Source : Processed by author. 

Author finds that conduct business expansion 

through direct business (without subsidiary nor 

branch/permanent establishment), becomes the most 

profitable legal form of business unit, connected to 

the result of simulations that earned the largest profit 

after taxes over all alternatives. The difference 

between profit after taxes of expansion through 

Direct Business and Branch/Permanent 

Establishment is equal to US$ 494,792, which is 

US$5,208 lower than the absences of extra operating 

& other expenses assumed to this case. Amount of 

US$5,208 defined as the tax gap over the absences 

of extra operating & other expenses. It seems that 

the gap not too significant, but shows that there are  

differences caused by the absences, and the amount 

will increase by the amount of extra operating & 

other expenses assumed for other alternatives.  

If the assumptions about direct business cannot 

be applied due to local government policies, then the 

most profitable legal form is to carry out business 

expansion through branches / permanent 

establishment. The difference between profit after 

tax  X company which carries out business 

expansion through subsidiary and through branches / 

permanent establishment is US $ 231,390. This 

difference describes the tax saving caused by 

effective shipping rates of 1.2% of gross reveue 

earned by branch / permanent establishment, taxed 

lower than a regular income tax rate (25% of 

dividend earned from Subsidiary). As long as 

Branch Profit are greater than 4.8%, there will 

always be tax savings occured over tax planning.  

Based on the simulation steps carried out in the 

previous section, the author recommends that 

company’s manager take these steps to provide 

relevant information for stakeholder, regarding tax 

planning aspect  for shipping company business 

expansion especially in choosing the legal form of 

business unit. 

The results of the research on the development of 

Teaching Materials for Problem Based Learning 

Strategy include: 1) student worksheet; 2) learning 

strategy material; and 3) problem-based evaluation 

instruments. 

Student worksheets are developed to help 

students understand the teaching material for 

learning strategies. Student worksheets are designed 

to adopt problem-based learning steps which 

include: 1) problem orientation; 2) learning 

organization; 3) individual or group investigations; 

4) development and presentation of problem solving 

results; 5) analysis and evaluation of the problem 

solving process. 

Teaching materials designed include: 1) learning 

theory in learning; 2) basic concepts of learning 

strategies; 3) 21st century learning strategies; 4) 

learning approach; 5) learning methods and 

techniques; 6) learning models; 7) teaching factory; 

8) strengthening character education. 

Evaluation instruments designed include: 1) 

problem-based problem instruments; and 2) 

assessment guidelines. 
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Abstract: This study aims to propose the calculation of employee performance allowance system design using Pay for 
Performance (PFP) at Agency X. PFP helps in producing reliable data in evaluating employee performance 
such as the existence of supporting evidence for the performance performed by employees and must be 
included to meet criteria promotion based on the credit number unit specified in the applicable rules. 
Agency X is a work unit that is responsible to the Minister through the Secretary General and headed by the 
Chief. Agency X itself has the task of carrying out guidance and management of information systems, data 
management, and analysis and presentation of data and information. The non-optimal employee 
performance allowance payment will result in an inefficient payment system for employee salaries. If the 
agency's performance is not effective but the costs paid are high, it can be said that the agency is not 
efficient in managing its costs. There are some employees who have not received a promotion even though 
they have  exceeded  a  certain  period  of  work  because  the  employee  has  not  fulfilled  the  determined 
performance but receives a full performance allowance. PFP is part of the Management Accounting Control 
System (MACS). MACS helps decision makers in determining whether strategies, objectives, levels of 
organization, business, and operations can be fulfilled. PFP can be applied as a control system to overcome 
the problem of the gap of interests faced by Agency X. This study uses qualitative methods with a case 
study approach. Data collection and analysis using research instruments, interviews, documentation, and 
content analysis. The benefit of this research is to evaluate and provide solutions to the causes of problems 
and provide a basis for making decisions to change the current employee performance allowance calculation 
system to be more efficient. 

1 INTRODUCTION 

Reforms carried out in the field of planning and 
budgeting began in 2005 with reference to Law 
Number 17 of 2003 concerning State Finance and 
Law Number 25 of 2004 concerning the National 
Development Planning System. The reformation was 
to emphasize that work plans and budgets must be 
prepared using a performance-based budgeting 
approach by considering the suitability of funding 
(Cost) with the expected results to provide 
information about the effectiveness and efficiency of 
activities. This study discusses the Institution X, 
namely a stakeholder in one of the sectors 
contributing the largest PBD in the Indonesian 
economy. The performance of the sector is 
generated from the support of the provision of data 

and information as a basis for making decisions and 
policies to adjust business activities in the sector. 

Employees at Institution X are Functional 
Officials who are Civil Servants (PNS) that are 
given full duty, responsibility, authority and rights 
by the authorized officials to carry out activities 
based on certain expertise and / or skills and are 
independent. The performance of functional officials 
is measured using credit point units. Credit points 
are units of value for each item of activity and / or 
accumulated values of items of activity that must be 
achieved by functional office holders for established 
career guidance (PP 16, 1994). Institution X 
Employee Performance Allowance that has been 
compiled is not in accordance with the expected 
results that are predetermined employee 
performance. This was also supported by the results 
of interviews which stated that there were several 
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employees who had not received a promotion even 
though they had exceeded a certain period of work 
because these employees had not fulfilled the set 
performance and in that period they received full 
Performance Allowance. There are also complaints 
that the current performance allowance calculation 
system is considered unfair because these employees 
feel that they have different performance from one 
another, but the performance they mean is not seen 
in the performance allowance calculation system. 

With the broad scope of responsibilities and the 
variety of mandated assignments, Institution X has 
the urgency to implement a control system that can 
reduce interest gaps and improve employee 
performance in accordance with agency expectations 
that is a Pay for Performance system. With the 
calculation of employee performance allowance 
costs that will be adjusted to the performance 
produced so that unit costs to produce performance 
will be reduced when compared with without using 
the Pay for Performance control system. 

2 THEORICAL FRAMEWORK 

In the control process that has meaning and 
credibility, the organization must have the 
knowledge and ability to be able to improve the 
uncontrolled situation. If this is not done, then 
control does not have a goal (Atkinson, 2012). The 
scope of MACS must be comprehensive and cover 
all activities throughout the organization's value 
chain. For example, many MACS measure and 
assess performance only in one part of the value 
chain of the actual production process or process. In 
this case, supplier performance, design activities, 
and post-production activities related to products 
and services are neglected. Without a comprehensive 
set of information, managers can only make limited 
decisions (Atkinson, 2012). 

The term "Pay for Performance" (hereinafter 
abbreviated as PFP) refers to a payment strategy in 
which performance evaluations performed by each 
employee in the organization have a significant 
influence on the amount of salary increases or 
bonuses given to each employee itself. However, 
institutions should not rely solely on monetary 
motivational abilities to improve the performance of 
individuals or organizations because with more and 
more employees motivated by these monetary 
factors (Merit Systems Protection Board, 2006). 

By motivating individual employees, incentive 
schemes are expected to increase performance 
satisfaction, improve interpersonal relations, lower 
absenteeism and material waste or capital, and 
reduce turnover rates. It must also be able to produce 

long-term effects on company performance. (Bryson 
al, 2012. In order for PFP to work efficiently in two 
processes, compensation management and 
performance management must function properly. 
Not only separately but also can operate together as 
an integrated system. Compensation management 
requires an accurate assessment of the performance 
management system to realize its maximum 
potential. Whereas to achieve the full benefits of 
performance management a well-managed 
compensation system is needed. (Summers, 2005). 
Before we can implement PFP systems in 
organizations, according to the Merit Systems 
Protection Board (2006) there are several steps or 
general questions that must be understood by the 
organization to be able to design the system 
optimally. The steps include: 

 
1. What is the purpose of implementing the PFP 

system? 
2. Who should receive the PFP payment? 
3. When is the right time to implement the PFP 

system? 
4. What should be given as a form of appreciation 

for its performance? 
5. How should employees be rewarded for their 

performance? 
6. Who provides input on employee performance 

ratings? 
7. How can institutions facilitate the integrity of the 

PFP system? 
 
Government Agency Performance 

Accountability System (SAKIP) is carried out in the 
framework of preparing Performance Reports in 
accordance with the provisions of the law. The 
implementation is carried out simultaneously and in 
accordance with the implementation of Government 
Accounting Systems (SAP), control procedures, and 
evaluation of the implementation of development 
plans. The implementation of SAKIP in state 
ministries / institutions is carried out by Performance 
Accountability entities in stages with entity levels 
Accountability for Work Unit Performance, 
Organizational Units and State Ministries / 
Institutions (PP No. 29, 2014). 

The State Civil Apparatus (hereinafter 
abbreviated as ASN) in Indonesia consists of several 
types namely Civil Servants (PNS) and Government 
Employees with Employment Agreements (PPPK). 
Civil servants themselves are ASN employees who 
are appointed as permanent employees by the 
Personnel Development Officer and have a national 
employee ID number (NIP). In functional positions, 
office holders are classified back into two parts, 
namely functional positions in terms of expertise and 
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functional positions of skills (UU No. 5, 2014, 
Article 18). 

The work performance appraisal of civil servants 
is carried out to ensure the objectivity of the PNS 
career development and system based on the work 
performance system (PP No. 46, 2011 Article 2, 3 
and 4). The performance appraisal of civil servants 
is carried out based on principles that are objective, 
measurable, accountable, participatory and 
transparent. The performance appraisal of civil 
servants themselves consists of two elements, that 
are: 

a) SKP; and 
b) work behavior. 
 
Employee Work Objectives (hereinafter 

abbreviated as SKP) are a work plan and targets to 
be achieved by a civil servant. Every civil servant 
must prepare SKP based on the agency's annual 
work plan where the SKP contains all activities on 
the assignment of tasks and targets that must be 
achieved in a measurable period of time, which is set 
every year in January. The prepared SKP must be 
approved and determined by the appraisal official 
(PP No. 46, 2011 Article 5). 

As if management in a company in managing its 
resources, the Indonesian government system also 
regulates the management of ASN especially for 
civil servants for the continuity of government 
activities. ASN management is a management 
system in a government system that functions to 
produce professional ASN employees, have basic 
values, professional ethics, free from political 
intervention, clean from the practices of corruption, 
collusion and nepotism (UU No. 5, 2014 article 1). 
The work performance appraisal of civil servants is 
carried out to ensure the objectivity of the PNS 
career development and system based on the work 
performance system (PP No. 46, 2011 Article 2, 3 
and 4). 
 

3 RESEARCH METHOD 

This study uses a qualitative approach with a case 
study method, that the approach is carried out to get 
information in more depth and detail on the object of 
research. The case study approach according to Yin 
(2012) aims to explain the present situation to 
answer how and why of a phenomenon. Subandi 
(2006) states that case studies are one type of 
qualitative research that fully and deeply 
comprehends a case. 

 

This research was conducted in Institution X 
which is a work unit that is responsible to the 
Minister through the Secretary General and led by 
the Chief. Institution X itself has the task of carrying 
out guidance and management of information 
systems, data management, and analysis and 
presentation of data and information. In this study, 
Institution X employees became the object of 
research and the unit of analysis was the actual 
source of information both for companies, 
organizations, individuals, and so on. 

 
Data collected is primary and secondary, where 

the data is available from search results and the 
process of further collection of data that can be 
accessed or which is not accessible to the public. 
The research instruments used in this study were 
observation, interviews, documentation, and content 
analysis. Content analysis important to be done 
because in the document regarding rules and 
procedures for giving employee incentives, an 
analysis is still needed to obtain the information 
needed in order to evaluate and propose the design 
of a pay for performance system for the Institution 
X. 

4 ANALYSIS 

This study aims to produce a system implementation 
design for the calculation of performance allowance 
costs. The application of the system uses the Pay for 
Performance method which will be carried out at 
Institution X with several stages, those are: 
a. The purpose of implementing the Performance 

Based Incentive system. 
b. Parties who receive payment for Performance 

Based Incentives. 
c. The right timing in implementing a Performance 

Based Incentive system. 
d. What actions should be given as a form of 

appreciation for performance. 
e. The process of awarding employee 

performance. 
f. Parties who can provide input on employee 

performance ratings. 
g. Procedures carried out by the institution in 

facilitating the integrity of the Performance 
Based Incentive system. 
 

4.1 The Purpose of Implementing the 
Performance based Incentive System 

It is also important to remember that the impact of 
changing systems into PFP will affect organizational 
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culture because it is important for organizations to 
maintain harmony between organizational values 
and performance payment strategies. The purpose of 
implementing incentives based on performance in 
Agency X is to equalize the interests of employees 
and employers. The expectation of the employer is 
the achievement of the performance produced by the 
employee, while the expectation of the employee is 
the provision of incentives in the form of monthly 
allowances. So that with the implementation of the 
system for calculating the performance allowance, 
the provision of incentives is based on the 
performance produced by employees. 

 
4.2 Parties Who Receive Payment for 

Performance based Incentives 
To select appropriate coverage, the organization 
needs to decide what message the PFP system wants 
to be delivered to employees, including what must 
be measured and how. Calculation of costs for 
Institutional X performance benefits is based on 
several components, the first is employee work 
discipline with a weight of 60%. This gives the 
message that discipline is one of the important 
indicators for employers of employees. The second 
component is the achievement of credit numbers set 
by the employer with a weight of 40%. Credit 
numbers are units of value for each item of activity 
and / or accumulated values of items of activity that 
must be achieved by Functional Officials in the 
context of career development. This shows that 
performance achievements are also important things 
to be achieved by employees in order to get their 
rights to incentives every month. 

 
4.3 The Right Timing in Implementing a 

Performance based Incentive System  
Simultaneous application may look better if the 
organization is able to convey dramatic messages of 
organizational change and foster a sense of 
solidarity. Implementing a PFP system 
simultaneously can also avoid confusion and 
difficulties that arise related to the administrative 
system in an organization. The system of calculating 
the performance allowances can be applied to all 
existing Functional Officers but in this case the 
application should be carried out in stages using a 
pilot project by functional statistics officials where 
the group of employees is the employee in charge of 
providing data and information relevant to 
Institution X decision making. 
 

 

4.4 What Actions Should Be Given as a Form 
of Appreciation for Performance 

Evaluation of the criteria for performance standards 
of Agency X employees on the calculation of 
performance allowance costs can be described in the 
flowchart in Figure 1.  

 
Figure 1: Current Institution X Performance 
Allowance Calculation System  
 
In the flowchart, it explains how the overall cost 
calculation process and the value components that 
affect the receipt of incentives are in the form of 
Employee Performance Allowance. The flowchart is 
a general description of the process that is currently 
in effect and is still practiced to date, and will further 
be reviewed both the details and weaknesses of the 
system which can have a negative impact on the 
organization. There are weaknesses that arise in the 
current system, that is, the monthly SKP 
achievement target is determined in units of 
percentages which causes information that is not 
reliable because it is not supported by sufficient 
evidence. This is of course a factor that can increase 
the negative risk for the interests of the organization 
because the organization cannot objectively assess 
the truth of the employee SKP that is actually done, 
so that the assessment of employee performance 
becomes biased. 

 
4.5 The Process of Awarding Employee 

Performance 
Figure 2 Proposed Performance Allowance 
Calculation System Institution X which is the 
proposed flowchart for the calculation of the 
Institution X's current performance allowance costs 
described earlier in Figure 1.  
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Figure 2: Proposed Performance Allowance 
Calculation System Institution X 
 
In Figure 2 describes some solutions to the 
weaknesses that arise in the current calculation 
system. The solution includes removing the grading 
system using a percentage of activity reports that are 
considered not transparent. In addition, the proposal 
to use credit numbers is used as an evaluation tool 
that can be justified because it is accompanied by 
supporting evidence in the form of uploading actual 
activity documents. In addition, the weight of the 
SKP value is the dominant factor in determining the 
value of employee performance benefits which is 
equal to 60%. 

 
4.6 Parties Who Can Provide Input on 

Employee Performance Ratings 
Such input can come through various levels 
including first-level supervisors, second-level 
managers, employee colleagues and customers, also 
directly from employees. This can be achieved by 
using a 360-degree feedback instrument that 
includes input from higher levels of staff, 
colleagues, subordinates, and / or scorecards that 
include the results of assessments and feedback that 
can help ensure the organization that input from 
various parties becomes so meaningful and cannot 
be ignored. 

At Institution X, the instrument that fits in 
covering the overall performance of employees is 
using a score card. Scorecard can be a tool that is 
transparent, objective, and reliable in displaying 
overall employee performance. Before knowing how 
to form a scorecard in accordance with the 
implementation of employee performance at 

Institution X, first it will be explained about the 
number of cumulative credit points in Table 1.  

 
Table 1: Number of Cumulative Credit Points for 
Promoting Functional Official with Bachelor (S1) / 
Diploma IV Education.  

 
The table shows that in order to get promotions 
regularly, each employee must collect credit points 
for the cumulative credit point for higher level 
positions minus the cumulative credit point of the 
current position level which is generally taken for 
four years with a minimum value of 80% for the 
element main and maximum 20% for supporting 
elements. So, for each year each employee must 
collect 25% of the total credit amount that must be 
collected for four years and must be paid in 
installments every month where the monthly 
performance allowance will be given according to 
the performance achievements of each employee. 

 
4.7 Procedures Carried Out by the Institution 

in Facilitating the Integrity of the 
Performance based Incentive System 

Organizations can take a number of steps to evaluate 
the integrity of their compensation system, even 
when significant oversight policies have been built 
into the structure. Therefore, building protection 
from within the system from the start is very 
important for the long-term acceptance and 
feasibility of the PFP system. 

Based on the explanation of several important 
aspects in the performance appraisal, the first thing 
that can be done objectively by the appraiser or in 
this case Institution X is the direct supervisor as the 
appraiser, the first is to use the basic rules that apply 
to credit numbers. Second, the assessment is carried 
out transparently and accountably because it is 
carried out in the system and well documented so 
that each party can evaluate each other. It also serves 
to eliminate the statement of employees who feel the 
performance appraisal is done unfairly. Third, the 
results of the results must be monitored and 
validated by the direct supervisor. Fourth, at the end 
of the credit collection period for promotions, an 
independent team evaluates the adequacy of the 
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requirements for the promotion of the employee 
concerned. 

5 RESULTS 

After conducting research to find out how the 
application of the performance allowance cost 
calculation system at Institution X uses the Pay for 
Performance method, it can be concluded that 
Institution X still needs system renewal in 
determining the standard of performance allowance 
calculation for each employee. The standard that can 
be used for functional officials is to use a system 
credit point. The credit point system is considered 
capable of describing various activities that must be 
fulfilled by employees in fulfilling and improving 
their performance. With the increase in performance, 
the institution's goals can be fulfilled so that the 
awarding of employee performance can be better 
realized. Therefore, the PFP is considered competent 
enough in measuring the performance of Institution 
X employees for the future. 

6 CONCLUSIONS 

The development of a performance-based incentive 
system can be a solution to the problems faced by 
Institution X. In the analysis of performance-based 
incentives in Analysis, the development of a 
calculation system is expected to overcome a variety 
of problems, especially complaints related to the 
calculation of performance appraisals and 
performance allowances that are not reliable, 
inaccuracies in the calculation of the activities to 
fulfill employee promotion and the gap of interest 
between employees and employers. Information that 
was previously not accountable and not in 
accordance with applicable rules became easily 
accepted and accountable after the system 
development was implemented later. 

The performance-based incentive system 
designed in Analysis equires consistency with the 
institution's compliance with the applicable rules, 
one of which is a calculation based on the credit 
point unit in evaluating performance in order to 
determine the amount of performance allowances to 
be received by employees. This system requires 
consistency by system users, that are employees and 
supervisors at Institution X. An incentive system 
based on performance also helps Institution X to 
produce reliable data in evaluating employee 

performance such as the existence of supporting 
evidence for the performance that has been 
performed by employees and must be included for 
fulfillment the criteria for promotion are based on 
the credit point unit specified in the applicable rules. 
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Abstract: This article reviews the positive accounting theory and its relation to accounting policy choice and identify 
its broad contribution to the accounting research. By using literature reviews, there are researches that 
discussing how management influenced by positive accounting theory before their decision of certain 
accounting policy. The view from  positive accounting theory that it can predict management’s choices 
regarding accounting policies to maximizes their own best interests. The choices that firm makes are related 
on what industry the firms are in, and the factors within that industry. Although three hypotheses from 
positive accounting theory such as the bonus plan, the debt covenant and the political cost, has been 
subjected to numerous criticism from different perspectives, positive accounting theory will continue to be 
part of empirical research nowaday and the basic questions that related to accounting positive theory are still 
relevant today.  

1 INTRODUCTION 

As a theory, a scientific accounting theory should be 
able to explain the actual choices of accounting 
standards. (Wat ts  and Zimmerman,  1979)  
s ta ted  the beginning of a positive theory of 
accounting by exploring those factors influencing 
management's attitudes on accounting standards that 
are likely to affect a firm's cashflows and in turn are 
affected by accounting standards. These factors are 
taxes, regulation, management compensation plans, 
bookkeeping costs and political costs, and they are 
combined into a model that predicts that large firms 
that experience reduced earnings due to changed 
accounting standards favor the change. This theory  
become generally known as positive accounting 
theory (Watts and Zimmerman, 1986).  

Positive accounting theory has been subject to 
heated debate. (Zimmerman, 2001) said that a 
unifying theory should emerge, but as a mater of 
course it should be based on economics. (Ittner and 
Larcker, 2002) address Zimmerman's criticisms that 
managerial accounting studies are purely 
descriptive, conducted without an underlying theory, 
and unguided by research hypotheses. They also 

discuss their views regarding the importance of 
practice-orientated research for understanding 
managerial accounting choices and for testing 
economic and non-economic theories. (Hopwood, 
2002), responded by said, although having some 
sympathies with Zimmerman’s critique of Ittner and 
Larcker’s review of the empirical management 
accounting research literature, his analysis points out 
how Zimmerman has too easily allowed his own 
prejudices to influence both his assessment of the 
empirical management accounting literature and his 
recommendations for improvement. (Lukka and 
Mouritsen, 2002), viewing Zimmerman’s accepting 
the rule of a monolithic economics-based paradigm 
would limit our abilities to develop a critical stance, 
and threatens the ability ofmanagement accounting 
research community for good scientific conversation 
and progress. Hence, in contrast to Zimmerman, 
they argue for remaining open for heterogeneity in 
management accounting research. 

It can be seen that the birth of positive 
accounting theory has led to contradictions among 
experts. This article discusses, that based on 
literature studies, it is important to it is important to 
understand positive accounting theory as part of part 
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of empirical research nowaday and its relation to 
accounting policy choice. 

2 THEORICAL FRAMEWORK 

Positive accounting theory in principle assumes that 
the purpose of accounting theory is to explain and 
predict accounting practices. Positive accounting 
theory seeks to explain a process, which uses the 
ability, understanding and knowledge of accounting 
and the use of accounting policies that are most 
suitable for dealing with certain conditions in the 
future.  

The development of positive theory cannot be 
separated from dissatisfaction with normative theory 
(Watts and Zimmerman, 1986). Furthermore it was 
stated that the reason for analyzing accounting 
theory in a normative approach were too simple and 
did not provide a strong theoretical basis. \ 

There are three fundamental reasons for the 
shifting of the normative to positive approach, 
namely (Watts and Zimmerman, 1986) : The 
inability of the normative approach to test theory 
empirically, because it is based on premise or false 
assumptions so that the validity cannot be tested 
empirically. The normative approach focuses more 
on the prosperity of individual investors than the 
prosperity of the wider community. The normative 
approach does not encourage or allow the optimal 
allocation of economic resources in the capital 
market. It is given that in an economic system based 
on market mechanisms, accounting information can 
be a controlling tool for the community in allocating 
economic resources efficiently. 

Furthermore, (Watts and Zimmerman, 
1986)stated that the rationale for analyzing 
accounting theory in a normative approach was too 
simple and did not provide a strong theoretical basis. 
To reduce the gap in the normative approach, Watts  
and Zimmerman developed a positive approach that 
was more oriented towards empirical research and 
justified various accounting techniques or methods 
that are now used or looking for new models for the 
development of accounting theory in the future. 

There are three hypotheses of Positive 
Accounting Theory. Predictions made by Positive 
Accounting Theory are widely organized on three 
hypotheses formulated by Watts and Zimmerman 
(Watts and Zimmerman, 1986). These three 
hypotheses are intheir opportunistic form, because 
according to Watts and Zimmerman (Watts and 
Zimmerman, 1990), this is the method most often 
used when they are interpreted: 

Bonus Plan Hypothesis 
In this hypothesis, all other things in a fixed state, 
company managers with bonus plans tend to choose 
accounting procedures with changes in reported 
earnings from the future period to the present period 
This hypothesis seems reasonable. Corporate 
managers, like others, want high returns. If their 
compensation depends, at least in part, on bonuses 
reported on net income, then it is likely that they can 
increase their bonus in that period by reporting as 
high net income as possible. One way to do this is to 
choose an accounting policy that increases reported 
profits during that period. Of course, according to 
the character of the accrual process, this will tend to 
cause a decrease in profits and bonuses reported in 
the future, with other factors remaining the same. 
However, the present value of the usefulness of the 
manager from the line of his future bonuses will 
increase by giving changes to the present. 
 
Debt Contract Hypothesis 
In this hypothesis, all other things are in a fixed 
state, the closer a company is to a violation of 
accounting based on a debt agreement, the tendency 
is the more likely the company manager chooses 
accounting procedures with changes in reported 
earnings from the future period to the present period. 
The reason is that the reported profits that are 
increasing will reduce technical negligence. Most of 
the debt agreements agree that the lender must meet 
during the agreement period. For example, a 
company that gets a loan may agree to maintain a 
certain level of debt to assets, interest reports, 
working capital, and assets of shareholders. If such 
an agreement is betrayed, the debt agreement can 
provide / issue a penalty, such as limiting dividends 
or additional loans. Clearly, the prospect of violating 
the agreement limits the company's activities in the 
operations of the company itself. To prevent, or at 
least delay, such violations, companies can choose 
certain accounting policies that can increase current 
profits. Based on the hypothesis the debt agreement, 
when the company approaches negligence, or is 
already in default / defective, is more likely to do 
this. 
 
Political Cost Hypothesis 
In this hypothesis all other things are in a fixed state, 
the greater the political costs that must be borne by 
the company, managers tend to prefer accounting 
procedures that give up on reported earnings from 
the present to the future. The political cost 
hypothesis introduces a political dimension to the 
selection of accounting policies. Companies of very 
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large size may be subject to higher standards of 
performance, with respect for environmental 
responsibility, simply because they feel that they are 
big and powerful. If large companies also have the 
ability to gain high profits, then political costs can 
be increased. Companies may also face political 
costs at certain points of time. Foreign competition 
may lead to a decline in profitability unless the 
affected companies can influence the political 
process in order to protect imports as a whole. One 
way to do this is to adopt income-decreasing 
accounting policies (decreasing income) in order to 
convince the government that profits are falling. 

The different approaches and the basis of 
accounting theory cause two accounting perspectives 
: positive accounting theory approaches produce 
perspectives of accounting as science. While the 
normative accounting theory approach produces 
perspective of accounting as an art. Which both are 
equally recognized as a means of accounting theory 
approach. 

Normative Accounting Theory in the form of 
General Acceptable Accounting Practices is a 
theoretical reference in providing the best way to 
predict various accounting phenomena and 
illustrates how the interaction between accounting 
variables in the real world is a function of the 
Positive Accounting Theory approach. It does not 
rule out the possibility that facts in the real world 
(accounting practices) will influence Normative 
Accounting Theory.  

After we understand positive accounting theory, 
the question arises, "what underlies many 
researchers criticize positive accounting theory?". 
This article tries to answer this question by using a 
comparison of reviews from previous literatures. 

3 RESEARCH METHOD 

This article uses literature reviews to identify gaps in 
the literatures about positive accounting theory and 
its relation to accounting policy choice and identify 
its broad contribution to the accounting research.   

4 ANALYSIS AND RESULTS 

At the beginning of its development, accounting 
theory produced a normative theory which was 
defined as a theory that requires and uses value 
policy that contains a minimum of a premise. 
Normative theory at first did not use a formal 

investigative approach, only in later developments 
began the use of a formal structured investigative 
approach, namely a deductive approach (starting 
from basic accounting propositions to rational 
accounting principles), as a basis for developing 
accounting techniques. In addition, accounting 
developments also leads to positive or descriptive 
accounting theory whose investigation is more 
structured using an inductive approach (based on 
conclusions that are generalized based on). Detailed 
observation and measurement results. Various 
positive or descriptive theories develop rapidly in 
accounting. Theoretical developments lead to 
positive theory (descriptive). This is accompanied by 
changes in the focus of accounting theory used by 
accounting institutions, for example FASB, which 
emphasizes usability in decision making and is no 
longer focused on postulate. 

Accounting theory is sometimes confused with 
normative and positive terms. Watts and 
Zimmerman (Watts and Zimmerman, 1986) explain 
normative theory as follows: normative theory seeks 
to explain what information should be 
communicated to users of accounting information 
and how the accounting will be presented. So 
normative theory tries to explain what accountants 
should do in the process of presenting financial 
information to users rather than explaining what 
financial information is and why it occurs. 
Normative theory is often called a priori theory 
(from cause to effect and deductive). Normative 
theory is not generated from empirical research but 
is generated from semi research activities. 

The development of positive accounting theory 
cannot be separated from dissatisfaction with 
normative theory (Watts and Zimmerman, 1986). 
Furthermore it was stated that the rationale for 
analyzing accounting theory in a normative 
approach was too simple and did not provide a 
strong theoretical basis. There are three fundamental 
reasons for the shifting of the normative to positive 
approach, namely: 1. The inability of the normative 
approach to test the theory empirically, because it is 
based on the premise or wrong assumption so that its 
validity cannot be tested empirically. 2. The 
normative approach focuses more on the prosperity 
of individual investors than the prosperity of the 
wider community. 3. The normative approach does 
not encourage or allow the optimal allocation of 
economic resources in the capital market. This is 
considering that in an economic system based on 
market mechanisms, accounting information can be 
a controlling tool for the community in efficiently 
allocating economic resources. 
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(BOLAND and GORDON, 1992) said that one 
theoretical approach emphasized in the accounting 
literature is positive accounting theory. Synonymous 
with this theoretical view are the 1978 and 1979 
articles published by Ross Watts and Jerold 
Zimmerman. These two articles prompted criticism 
from three different perspectives. There are critiques 
that refer to technical research methods problems, 
critiques concerned with philosophy of science 
issues, and critiques centered on the limitations of 
economics-based accounting research. In their 1990 
article, Watts and Zimmerman responded to most of 
the published critiques. They specifically claimed 
that methodological criticisms have failed to have 
any influence on accounting research. In theur 
article, Boland and Gordon provides a critical 
examination and assessment of these alleged failures 
by examining two types of critiques, economics-
based critiques and those based on issues of the 
philosophy of science. The critiques discussed 
include those to which Watts and Zimmerman 
responded as well as several other critiques that 
either Watts and Zimmerman failed to discuss or 
that were not published until after their 1990 article 
appeared. Positive accounting theory is shown to be 
applied economic positivism. Tracing the historical 
background of positive accounting research through 
its economic roots shows that the "positive" aspect 
of the Watts and Zimmerman approach is more 
rhetoric than methodology. 

Besides opinions from (Ittner and Larcker, 
2002), (Hopwood, 2002) and (Lukka and Mouritsen, 
2002), there are still other researchers who disagree 
with (Watts and Zimmerman, 1986). (Kabir, 2007) 
examines the development of positive accounting 
theory. He said that Positive Accounting Theory has 
been one of the most influential accounting research 
programs during the last four decades. One 
important reason which (Watts and Zimmerman, 
1986) have used to popularize and legitimize their 
approach is that their view of accounting theory is 
the same as that used in science. Thus, it is 
important to examine how far accounting has been 
successful in imitating natural science and how the 
development of Positive Accounting Theory. The 
paper shows that accounting could not emulate the 
success of natural science. Further, the 
methodological positions of Positive Accounting 
Theory  conform to none of the standard accounts of 
science. Rather, Positive Accounting Theory 
contains elements of all three. Finally, this paper 
identifies some methodological gaps in Positive 
Accounting Theory. 

 

In other side, (Christie, 1990) noted that more 
powerful tests of a theory of choice of accounting 
methods and the effect of changes in these choices 
on equity values are provided. The power increase 
comes from efficiently aggregating results across 
studies. One conclusion is that at least six variables 
common to more than one study have explanatory 
power. These variables are managerial 
compensation, leverage, size, risk, and constraints 
on interest coverage and dividends. Another 
conclusion is that the posterior probability that the 
theory taken as a whole has explanatory power is 
close to one. This conclusion includes the effect of 
variables that only appear in one study. This clearly 
supports positive eccounting theory. 

(Lev and Sunder, 1979) also support  positive 
accounting theory. It appears that the extensive use 
of financial ratios by both practitioners and 
researchers is often motivated by tradition and 
convenience rather than resulting from theoretical 
considerations or from a careful statistical analysis. 
Basic questions, such as: Is the control for firm size, 
a major objective of the ratio form, called for by the 
theory examined; what is the structural relationship 
between the examined variables and size; and what 
is the optimal way to control for industry-wide 
factors, are rarely addressed by users of financial 
ratios. The major purpose of their research is to 
discuss the conditions under which conventional 
tools, such as financial ratios and measures of 
industry central tendency, achieve the intended 
objectives of analysis (e.g., size control).  

(Healy, 1985) did a research examining 
managerial accounting decisions postulate that 
executives rewarded by earnings-based bonuses 
select accounting procedures that increase their 
compensation. His test results suggest that (1) 
accrual policies of managers are related to income-
reporting incentives of their bonus contracts, and (2) 
changes in accounting procedures by managers are 
associated with adoption or modification of their 
bonus plan. 

The main purpose of positive accounting theory 
as described earlier is being able to explain  and 
predict accounting practices, associated with 
individual behavior in choosing accounting methods 
that can maximize their utility. To be able to 
understand the interests of management in financial 
reporting, it is necessary to appreciate the concept of 
economic consequences (Scoot, 2009). Positive 
accounting theory tries to understand and predict a 
company's accounting policy choices. In general, the 
assessment of accounting policies to be chosen is 
aimed at minimizing the cost of capital and other 
contract costs. Accounting policies are generally 
determined by the organizational structure of the 
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company, which is influenced by the environment in 
which the company is located. Thus the choice of 
accounting method to be used is part of the entire 
process of corporate governance. 

Positive accounting theory does not directly 
determine the choice of accounting policies that are 
appropriate for the company. In this case, the 
selection of accounting policies will be easier if 
viewed from the management side. Because 
management has the flexibility to choose accounting 
policies for its companies, this indicates flexibility 
also for management to respond to changes that 
occur in the corporate environment, such as the 
existence of new accounting standards. The financial 
accounting standards were originally made by the 
standard board in each country, as a result the 
accounting standards between one country and 
another country are very different. But with 
globalization and because of differences in the 
environment, legal, social, political, and economic 
conditions between countries, international 
accounting emerged, which tried to describe 
accounting theories and practices that apply 
internationally. This has caused some changes 
related to the accounting method that management 
can choose. As an illustration, International 
Accounting Standard Board (IASB) establishes fair 
value as a basis for measuring assets and liabilities. 
Fair value is the price that will be received in the 
sale of an asset or payment to transfer liabilities in a 
structured transaction between participants in the 
market and the date of measurement. There are 3 
hierarchies in estimating fair value, that is by using 
market value, comparison with market prices of 
items that can be compared with items assessed, and 
using estimates. But the weakness of the fair value is 
not based on historical evidence, so that it raises 
subjective implications. The use of fair value on 
depreciated fixed assets can have no small economic 
consequences. This can occur when a fixed asset is 
revalued, which shows market value that is higher 
than its historical cost. As a result, the value of the 
company's assets increases and the meaning must be 
balanced with an increase in the debt side. Besides 
that, it also has an impact on the company's income 
statement, which later leads to taxes that must be 
paid by the company. The emergence of new 
accounting standards requires managers to be able to 
understand it well and be able to choose accounting 
methods that provide prosperity for shareholders. 

 
 

5  CONCLUSIONS 

The presence of positive accounting theory has 
contributed significantly development of accounting, 
which is to produce systematic patterns in 
accounting choices and provide a specific 
explanation for the pattern, providing a framework 
clear in understanding accounting, shows the main 
role of contracting cost in theory accounting, 
explains why accounting is used and provides an 
internal framework predict accounting choices, 
encourage relevant research where accounting 
emphasizes predictions and explanations for 
accounting phenomena. 

Criticism of positive accounting theory is a 
discourse that actually can provide accounting 
scientific contributions. Criticism arises because of 
the frame of mind Watts and Zimmerman are more 
motivated by the existence of pragmatism utility of 
knowledge accounting research, where the size used 
is determined according to contribution the result, 
positive accounting theory can provide direct 
benefits in the form of the ability to explain and 
predict the associated accounting practices with 
individual behavior in maximizing its utility.  

Positive accounting theory will always be a part 
of accounting researchs and one of a base of 
management’s choices regarding accounting policies 
to maximizes their own best interests 
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Abstract: This research aims to examine the effect of tax avoidance, accrual earnings management, and real 

earnings management on the cost of equity. The independent variables used in this study are tax 
avoidance measured by abnormal book-tax differences (ABTD), earnings accrual management as 
measured by performance-adjusted current discretionary accruals (PACDA), and real earnings 
management measured by abnormal discretionary expense and abnormal production cost. 
Meanwhile, the dependent variable used is the cost of equity as measured by the equity cost 
formula. The equity cost formula is obtained by summing the book value per share in period t 
plus the earnings per share in the period t+1 then subtracted from the stock price in period t 
which is divided by the share price in period t. The population in this study were manufacturing 
companies listed on the Indonesia Stock Exchange from 2012 to 2016. Samples were taken using 
the purposive sampling method. This study uses panel data regression analysis techniques. The 
results showed that tax avoidance had a significantly positive effect on the cost of equity while 
accrual earnings management and real earnings management had no effect on the cost of equity. 

 
 

1 INTRODUCTION 

All funding decisions contain risks which are cost 
for the company. If funding comes from debt, the 
company will bear the cost of debt. Meanwhile, if 
funding comes from equity by issuing shares, the 
company will bear the cost of equity. Risk 
assessment becomes important to determine the cost 
of equity, especially for investors. Investors consider 
risk to be a cost that must be borne and affect the 
expected rate of return on investment in a company. 
Investors can see these risks from disclosures or 
information contained in financial statements. The 
disclosure and quality of information affects the cost 
of equity (Botosan, 2006; Botosan & Plumlee, 2002; 
Francis et al., 2004; Lambert et al., 2007). 

One of the management actions that can 
influence the quality of information in financial 
statement, which can ultimately affect the cost of 
equity, is tax avoidance. Tax avoidance is carried 
out in order to reduce the tax or cash burden that the 
company must pay to the tax authority. With tax 
avoidance, companies will obtain greater cash 
availability that can be used in production or 

investment activities, thus will increase company 
future cash flow. This expected future cash flow will 
affect the cost of equity (Lambert et al., 2007).  

Hutchens and Rego (2015) shows that tax 
avoidance is positively correlated with cost of 
equity. Investors regards tax avoidance as a risky 
management action that increase uncertainty over 
their investment which means increasing the cost of 
equity. Meanwhile, Cook et al. (2017) shows that 
investors respond differently too the level of tax 
avoidance. For companies with low level tax 
avoidance, an increase in tax avoidance will reduce 
the cost of equity. And for companies with high 
level tax avoidance, an increase in tax avoidance 
will increase the cost of equity. 

Other management actions that can affect the 
cost of equity are earnings management. The 
management discretion in preparing financial 
statements make management freely choose the 
accounting method used in financial reporting that 
can increase or support the performance of 
management.  Francis et al. (2004) show that accrual 
earnings management had positive impact to cost of 
equity. On the other hand, Febrininta and Siregar 
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(2014) show different result that accrual earnings 
management does not affect the cost of equity. 

Another form of earnings management is real 
earnings management. Lambert et al. (2007) shows 
that real earnings management can be intended to 
cover the actual profits or performance of the 
company, so will be distorts the equality of earning, 
which are indicators of future cash flow. In line with 
this, Kim and Sohn (2013) shows that real earning 
management is positively related to the cost of 
equity because it increases noises and reduces 
investor expectations of future cash flows. Different 
results are shown in Meini and Siregar (2014) and 
Febrininta and Siregar (2014). 

The inconsistency of previous research are the 
motivation of this research. This research examine 
the effect of tax avoidance, real and accrual earnings 
management on cost of equity in Indonesia 
manufacturing sector companies. Using data from 
2012 until 2016, the result showed that tax 
avoidance had a significantly positive effect on the 
cost of equity while accrual and real earnings 
management had no effect on the cost of equity. 

2 HEORICAL FRAMEWORK 

2.1 The Relation between Tax Avoidance and 
Cost of Equity 

Frank et al. (2009) revealed that tax avoidance is 
related to the aggressiveness of financial reporting, 
while Balakrishnan et al. (2018) revealed that tax 
avoidance increases the obscurity of the company’s 
information environment. Tax avoidance can reduce 
the quality of financial statement information. 
Lambert et al. (2007) shows that when the quality of 
information is low, information held by investor to 
assess future cash flow is less accurate. As a result, 
investor assume there is uncertainty about the 
company’s future cash flows. Future cash flows are 
indicators of investment returns in the form of 
dividends so that the uncertainty of future cash flow 
will increase uncertainty in return on investment or 
increase the cost of equity. This is confirmed by 
Cook et al. (2017) and Hutchens and Rego (2015) 
that for companies with high levels of tax avoidance, 
an increase in tax avoidance will increase the cost of 
equity. Based on previous research, the first 
hypothesis in this research is: 

H1 : Tax avoidance has a positive effect on the 
cost of equity. 

 
 

2.2 The Relation between Accrual Earnings 
Management and Cost of Equity 

Low accrual earnings quality can be caused by 
accrual quality in financial reporting (Geraldina, 
2013). Aggressive accrual earning management 
contains discretional accrual elements such as 
discretion in the selection of accounting method and 
estimates in determining the useful life on an asset 
loaded with uncertainty. This will have an impact on 
the quality of accruals in financial reporting so that 
the quality of earnings reported in financial 
statement is doubtful. Profits reported in financial 
statements do not reflect actual company profits. As 
a result, investors do not have accurate information 
in predicting the company’s future cash flow. 

Francis et al. (2004) shows that accrual quality 
has a positive effect on cost of equity. This is 
confirmed by the research of Kim and Sohn (2013) 
and Meini and Siregar (2014) which provide 
empirical evidence that accrual earnings 
management has a positive effect on the cost of 
equity. 

Investors consider there are risks or uncertainties 
in the company’s future cash flow. Thus, investors 
consider accrual earnings management to be risky so 
that the information presented in financial 
statements also contains risks. As a results, investors 
want a higher rate of return in the presence of these 
risks or in other words, the cost of equity increases. 
Based on previous research, the second hypothesis 
in this research is 

H2 : Accrual earnings management has a 
positive effect on the cost of equity. 
 
2.3 The Relation between Real Earnings 

Management and Cost of Equity 
Real earnings management is an action that aims to 
change reported earnings in a certain direction 
achieved by changing the time or structure of 
operations, investments, or funding that have 
suboptimal business consequences (Zang, 2011). 
According to Kim and Sohn (2013), manager are 
more likely to do real earnings management than 
accrual earnings management.  In real earnings 
management, management can change the time and 
scale of real activities such as production, sales, 
investment, and funding throughout the accounting 
period. These real earnings management actions 
include sales manipulation, reduce discretionary, and 
excessive production (Roychowdhury, 2006). 

Real earnings management can generate 
abnormal profits, so they do not reflect actual profits 
or real company performance. Real earnings 
management can distort the quality of reported 
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earnings which is an indicator of future cash flow. 
Investors want a higher rate of return for companies 
whose income is susceptible to interference (noisier) 
and lower than expected levels of future cash flow 
(Lambert et al., 2007).  

In line with this, real earnings management is 
positively related to the cost of equity because it 
increases noise to company profits and reduces 
investor expectations of future cash flow which are 
indicators of investment returns. Kim and Sohn 
(2013) shows empirical evidence that real earnings 
management is positively correlated with the cost of 
equity. Thus, investors demand a higher risk 
premium for this activity by increasing the cost of 
equity. Based on previous research, the third 
hypothesis in this study is  

H3 : Real earnings management has a positive 
effect on cost of equity 

3 RESEARCH METHOD 

This research uses descriptive quantitative methods. 
Thus, it carried out by processing data and 
conducting analysis to obtain a conclusion on 
existing data. This conclusion is in the form of 
relationship between the independent variable and 
the dependent variable. 

This research using all manufacturing 
companies, covering the basic industrial sector and 
chemicals, various industries, and consumer goods 
industries, listed on the Indonesia Stock Exchange 
for period of 2012-2016. To get the desired sample, 
this research using purposive sampling method, with 
the following criteria : 
1. Manufacturing sector company 
2. Listed on Indonesia Stock Exchange before 1 

Januari 2012 
3. Use the rupiah currency in financial reporting 
4. Has complete financial reports elements for the 

period 2011 – 2015 
The operationalization of this research variable 
consists of one dependent variable, three 
independent variables, and three control variables 
which will be explained as follows: 
1. Cost of equity 
The measurement of the cost of equity in this 
research used the modified Ohlson Model Approach. 
The cost of equity is calculated based on the 
discount rate used by investors to evaluate the future 
cash flow (Dechow & Dichev, 2002). 

r = (Bt + Xt+1 – Pt) /Pt  

where, 
r : cost of equity 

Bt : Book value per share period t 
Pt : Stock price period t 
Xt+1 : Earnings per share 

 
1. Tax Avoidance 

The measurement of tax avoidance in this 
research using Tang and Firth (2011) approach 
for measuring book tax differences (BTD). 
BTDit = β0 + β1ΔINVit + β2ΔREVit +   
              β3NOLit + β4TLUit + εit  

where, 
BTDit  : pretax income – current tax 
expense/tax  
             rate 
ΔINVit : investment changes in gross PPE and  
              intangible assets 
ΔREVit : changes of revenue 
NOLit   : Net Operating Loses 
TLUit    :  Total compensation for Loss 
εit         : company residual value 
All the above variables are scaled with total 
assets in year t 
 

2. Accrual Earnings Management 
Jaggi et al. (2009) use performance-adjusted 
discretionary accruals (PACDA) to measure 
accrual earnings management, because it can 
better capture accrual earnings management 
and management usually has the most 
discretion in current accrual activities. 
PACDA is calculated by the following steps : 
a. Calculating the total current accrual 

estimated every year 
TCAit / Ait-1 = α0 (1/ Ait-1) + α1 (ΔREVit / Ait-

1) + α2 (ROAit-1) + εit 
b. Using the coefficients generated from 

previous calculations to predict current 
accruals (expected current accrual/ECA) 
ECAit / At-1 = α0 (1/ Ait-1) + α1 {(ΔREVit - 
ΔARit) /At-1)} + α2 (ROAit-1) 

c. Determine PACDA 
PACDA = (TCAit / Ait-1) – (ECAit / At-1) 

Where, 
TCA : total current accruals, from net income 
before extraordinary items and terminated 
operations plus depreciation and amortization 
minus cash flows from operating activities 
ΔREV : changes in net revenue 
ΔAR : changes in account receivables 
ROA : Returnof Assets 
ECA : Expected current accrual 
A : Net assets 
εit  : residual value 

3. Real Earnings Management 
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This research using the model from Cohen and 
Zarowin (2010) to measure real earning 
management 
 
REM = (- R_DISX) + R_PROD 
From these equation, Cohen and Zarowin (2010) 
multiply R_DISX with negative 1 to make the 
relationship unidirectional. Meanwhile, R_PROD is 
not multiplied by negative 1 because the higher 
production cost indicate that overproduction reduces 
the COGS. Thus, the greater REM, the greater 
manipulation of discretionary expense and 
production cost to increase company profits. 
 
4. Control Variables 
This research using Size, Book-to-Market Ratio 
(BM), and Leverage as control variable 
 
5. Real Earnings Management 
This research using the model from Cohen and 
Zarowin (2010) to measure real earning 
management 
REM = (- R_DISX) + R_PROD 
From these equation, Cohen and Zarowin (2010) 
multiply R_DISX with negative 1 to make the 
relationship unidirectional. Meanwhile, R_PROD is 
not multiplied by negative 1 because the higher 
production cost indicate that overproduction reduces 
the COGS. Thus, the greater REM, the greater 
manipulation of discretionary expense and 
production cost to increase company profits. 
 
6. Control Variables 
This research using Size, Book-to-Market Ratio 
(BM), and Leverage as control variable. 

4 NALYSIS AND RESULTS 

4.1 Descriptive Statistics 

Table1: Descriptive Statistics 

 
 

Cost of equity are the minimum rate of return 
that an investor expects for his investment in a 

company. The higher the value of the cost of equity, 
the higher the minimum rate of return expected by 
investors on their investment in the company’s 
shares, and vice versa. The negative number on the 
average cost of equity in the table 1 shows that the 
average investor loses their investment during period 
of 2012 – 2016. Meanwhile, the highest of the cost 
of equity indicates investors get a profit on their 
investment in the company’s shares. 

The negative value of tax avoidance shows that 
the average accounting profit before corporate tax is 
smaller than the company’s taxable income. 
However, the negative average value does not mean 
that the average tax avoidance is negative at every 
year. This is interesting to observe especially for the 
tax authorities in assessing corporate tax avoidance, 
especially in the period when tax avoidance is 
positive. However, it does not rule out the possibility 
of companies making tax evasion in the period when 
tax evasion in the period when tax avoidance is 
negative. 

Accrual earnings management is an intervention 
in financial reporting so that it can increase or 
decrease accounting profit, by changing the 
accounting method or estimation used when 
presenting transaction in financial statements. The 
negative average accrual earnings management 
indicates, in average, management does not conduct 
earnings management, or in other words, 
management does not increase accounting profit 
through accrual activity.  

Real earnings management is an act of changing 
accounting profits through real activities with sales 
manipulation, decreasing discretionary expenses, 
and excessive production. The negative average 
value of real earnings management indicates that, in 
average, management does not carry out real 
earnings management through decreasing expenses 
and not overproducing.  

 
4.2 Hypothesis Result 

 
Tabel 2: Determination coefficient result 

R-squared 0,427938 
Mean 
dependent var -0,0579 

Adjusted R-
squared 0,416971 

S.D. 
dependent var 0,27696 

S.E. of 
regression 0,211477 

Sum squared 
resid 13,99811 

F-statistic 39,02384 
Durbin-
Watson stat 1,575138 

Prob(F-
statistic) 0,003  
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Adjusted R-squared value of 0.4169, shows that 
the variation in the value of cost of equity can be 
explained by the independent variable and the 
control variable in the regression model of 41.40%. 
The remaining 58.30% is explained by other factors 
outside the research model. 

The probability value of F statistic is below the 
0.05 significance level, meaning that the 
independent variables affect the dependent variable. 
 

Tabel 3: T test result 

Variable Coefficient 
Std. 
Error 

t-
Statistic Prob. 

TAV 0,468314 0,1890 2,47740 0,0138* 

AEM -0,13334 0,1102 
-
1,20955 0,2274 

REM 0,079118 0,1084 0,72925 0,4664 

BM 0,271431 0,0305 8,87609 0,0000 

SIZE -0,15928 0,0135 -11,746 0,0000 

LEV 0,385968 0,2456 1,57103 0,1172 

C 3,689984 0,3024 12,1989 0,0000  
 
The effect of Tax Avoidance on Cost of Equity 
The results in table 3 showed that tax avoidance had 
a positive and significant effect (below the 0.05 
significance value) on the cost of equity. Thus, it can 
be concluded that the first hypothesis (H1) which 
states "tax avoidance has a positive effect on the cost 
of equity" can be accepted. 

This positive relationship means that the greater 
the tax avoidance by the company, the more the cost 
of equity that must be borne by the investor. The 
results of this study are in line with the results of the 
Hutchens and Rego (2015) who also revealed in his 
research that corporate risk (tax avoidance proxy) 
has a positive effect on the cost of equity. This is 
confirmed by Cook et al. (2017) that for companies 
with high levels of tax avoidance, an increase in tax 
avoidance will increase the cost of equity. 

 
The effect of Accrual Earnings Management on 
Cost of Equity 
The results in table 3 showed that accrual earnings 
management did not affect the cost of equity. Thus, 
H2 which states "accrual earnings management has a 
positive effect on the cost of equity unacceptable. 
This negative relationship means that the greater the 
accrual earnings management carried out by the 
company, the smaller the cost of equity. The results 
of this study are in line with the results of Reizky 
Ifonie (2012) who conducted research on the effect 
of information asymmetry and earnings management 

on the cost of equity capital. The results of his 
research show that earnings management has no 
significant effect on the cost of equity. Reizky Ifonie 
(2012) said the results were due to investors 
evaluating at this time, while issuers or companies 
issued new ordinary shares to cover their operational 
and investment debts so the company was less 
attractive to investors. In addition, investors consider 
other things in investing in a company. 

The results of this study prove that the greater 
the profit management performed by the company, 
the smaller the cost of equity. Accrual earnings 
management actions do not affect investors. 
Investors consider accrual earnings management 
actions to be non-risky so that the information 
presented in financial statements is in accordance 
with reality. Another guess is the type of mutual 
fund investor as one of the biggest types of investors 
who invest in bonds. In mutual fund products, total 
risk can be minimized and spread so that these 
investors become less concerned with accrual 
earnings management by the company. In addition, 
it is suspected that the inability of creditors or bond 
investors to detect the existence of management 
profit actions made by the company because the 
method of detecting both types of earnings 
management (accruals and real) is fairly 
sophisticated. 

 
The Effect of Real Earnings Management on Cost 
of Equity 
The results of the study show that real earnings 
management does not affect the cost of equity. Thus, 
the third hypothesis (H3) which states that "real 
earnings management has a positive effect on the 
cost of equity" cannot be accepted. This negative 
relationship means that the greater the real earnings 
management by the company, the lower the cost of 
equity. The results of this study indicate that 
management does not carry out real earnings 
management through manipulation of discretionary 
expenses and excessive production. 

The probability level that is above 0.05 is in line 
with the average real earnings management which is 
negative, which means that the average 
manufacturing company in Indonesia in the study 
period did not carry out real earnings management. 
Manipulation of discretionary burden is carried out 
by reducing the burden of research and 
development, advertising, sales, administration and 
general. This reduction will increase profit for the 
year. This occurs when these expenses do not 
directly lead to profits and income. This decrease 
will also increase the cash flow for the period if the 
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company issues the burden in the form of cash. 
However, this risks lower cash flows in the coming 
period. Decreasing the burden of discretion causes 
abnormal discretionary expenses. Managers also 
carry out real earnings management through 
manipulation of production by increasing production 
more than is needed to increase revenue. When a 
company produces more units, the fixed cost per unit 
will be lower. This strategy can reduce cost of goods 
sold and increase operating profit margins. 
Excessive production will produce abnormal 
production costs (abnormal production cost). The 
combination of abnormal discretionary costs and 
abnormal production costs will cover actual profits 
or company performance. 

5 CONCLUSIONS 

Tax is one of the significant components of 
corporate profits. In Indonesia, the tax rate that 
applies to companies is 25% or a quarter of company 
profits. This large tax burden has made the company 
make efforts to reduce the tax burden that must be 
paid to the tax authorities by tax evasion which 
clearly violates the law and with tax avoidance. Tax 
avoidance is still in the realm of the legal framework 
of tax law by utilizing loopholes in tax law carried 
out in order to reduce the tax burden that must be 
paid to the tax authorities. 

The company's actions to increase company 
value are in line with what investors expect. With 
the value of the company increasing, company 
management hopes to get compensation for the 
achievements they have achieved. However, tax 
avoidance measures carry risks, which means that 
there are additional risks that must be borne by 
investors which can harm investors. tax avoidance 
can reduce the quality of financial statements. As a 
result, investors assume there is uncertainty about 
the company's future cash flows. Disrupted future 
cash flows will increase the cost of equity. This is in 
accordance with the results of the study. 

Earnings management is an opportunistic act of 
management to increase or decrease accounting 
profits with the intention of gaining personal gain. 
Earnings management is done to cover actual 
earnings or company performance so that it distorts 
the quality of earnings reported in the financial 
statements. The management discretion in preparing 
financial statements makes management freely 
choose the accounting method used in financial 
reporting that can increase or support the 
performance of management. Accrual earnings 

management is achieved by changing the accounting 
method or estimation used when presenting 
transactions in financial statements. Aggressive 
accrual earnings management contains discretional 
accrual elements such as discretion in the selection 
of accounting methods and estimates that are loaded 
with uncertainties that will impact accrual quality in 
financial reporting.  

The results of this study prove that accrual 
earnings management actions do not affect investors. 
Investors consider accrual earnings management 
actions to be non-risky so that the information 
presented in financial statements is in accordance 
with reality. 

Management opportunistic behavior in earnings 
management is not only done through the selection 
of estimates and accounting methods (accrual 
earnings management), but also with the real 
activities of companies by changing the structure of 
operations, investments, or funding that have 
suboptimal business consequences (real earnings 
management). The results of the study show that real 
earnings management does not affect the cost of 
equity. Technological advances and the ease with 
which investors can capture information on the 
market make management rethink the management 
of earnings 
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Abstract: The purpose of this study is to analyze and design accounting information system for raw materials 
inventory and finished goods inventory in accordance with ISO 9001:2015 at PT. XYZ which is engaged in 
frozen food industry. Data collection methods that have been used are interviews, observations and 
literatures while the analysis method that has been used is qualitative research method. In this study, the 
types of data used are primary and secondary data. Designing an accounting information system for raw 
materials inventory and finished goods inventory at PT. XYZ will use FAST method (Framework for the 
Application of System Thinking). In this study, there will be also explained about contingency theory, 
accounting information systems, inventory control, system design tools, inventory, FAST, ISO and ISO 
9001: 2015. The problem in this company is the differences between inventories recording and physical 
stocks which is caused by manually inventories recording and unclear of segregation of duties. The results 
of this study are expected to provide a design of accounting information systems for raw materials inventory 
and finished goods inventory in accordance with the provisions of ISO 9001: 2015 (clause 8.5.1) that can be 
used by the company to smooth inventories recording and the company's production process. 

1 INTRODUCTION 

In PSAK No. 14 (2015), inventories are assets 
available for sale for business activities, assets in the 
production process for the sale or assets in the form 
of materials or equipment for use in the process of 
production or service delivery. In a company, 
inventory has an important role because it will affect 
the level of production and the level of sales. There 
are two problems in inventory that are very 
important to note because of their relation to 
production efficiency and sales optimization, namely 
controlling raw materials inventory and finished 
goods inventory.  

PT. XYZ is a company engaged in the frozen 
food industry. This company has been established 
and operating since 2013. In this company, there are 
two types of inventory, namely raw materials 
inventory and finished goods inventory. As stated by 
the Director of PT. XYZ, the company still manages 
raw material and finished goods inventory data 
manually. All activities in and out of raw materials 
and finished goods are recorded using a stock card, 

so that the inventory balance must be adjusted every 
month after the stock taking.  

Director of PT. XYZ also stated that inventory 
activities often experience delays in reporting and 
there are often errors in recording the transfer of 
goods because there are various types of raw 
materials and finised goods inventory. In addition, 
the authorization of the entry and exit of inventory 
should also be separated so that accountability 
becomes clearer on inventory. Raw materials often 
run out, even though there are still a lot of inventory 
in stock card. This often makes raw materials 
purchased not from major suppliers and prices often 
change due to the impromptu purchase. 
Designing accounting information system for raw 
materials and finished goods at PT. XYZ is needed 
because of the management of raw materials 
inventory and finished goods inventory of PT. XYZ 
is still manual. In designing AIS for the supply of 
raw materials and finished goods in the company, 
the author will follow the provisions in clause 8.5.1 
on ISO 9001: 2015 related to "Production and 
Provision of Service Control". ISO 9001: 2015 is an 
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international standard for the implementation of 
quality management, which is a strategic decision 
for a company that can help to improve its overall 
performance and become a strong basis for 
sustainable development initiatives. 

Therefore, the purpose of this study is to analyze 
inventory control procedures that exist at PT XYZ 
and design accounting information systems for raw 
materials and finished goods inventory according to 
ISO 9001: 2015. 

2 THEORICAL FRAMEWORK 

The main theory used in this study is contingency 
theory. According to Duncan and Moores (1989), 
contingency theory is a function of the compatibility 
between the system and the environment an 
organization operates. In addition, according to 
Nicolaou (2000), contingency theory can support the 
formation of the effectiveness of accounting 
information systems. The effectiveness of an 
information system is influenced by the effects of 
technology, organizational structure and 
environment. The effect of technology is closely 
related to the use of information systems in an 
organization and the effects of the environment and 
organizational structure related to the performance 
of employees working in an organization. 

According to Diana and Setiawati (2011), 
accounting information systems are systems that aim 
to collect and process data as well as, report 
information relating to financial transactions. On the 
other hand, according to Krismiaji (2015), 
accounting information systems are systems that 
process data and transactions to produce information 
that is useful for planning, controlling and 
processing business. This is useful to be able to 
produce information needed by decision makers. 

System modeling consists of Use Case 
Diagrams, Data Flow Diagrams (DFD) which are 
translated into Context Diagrams, Level 1 and 2 
Diagrams, Functional Decomposition Diagrams 
(FDD), Entity Relationship Diagrams (ERD), and 
user interface designs. 

Data Flow Diagrams (DFD) is a process model 
that is used to describe the flow of data in a system 
that works supported by the system. All parties 
involved in this system can see all systems working 
continuously through DFD. DFD is indicated by a 
context diagram which is then developed in a level 0 
diagram. Figure 1 shows example of DFD: 

 
Source: Bentley, Whitten & Dittman (2007) 

Figure 1: Data Flow Diagram 

Context Diagram is part of the Data Flow 
Diagram which functions to map environmental 
models represented by a single circle representing 
the entire system. 

Functional Decomposition Diagram (FDD) is a 
tool used to describe the decomposition of functions 
or activities of a system. Decomposition is breaking 
a system into small partials or also called 
subsystems. Figure 2 shows example of FDD: 

 
Source: Bentley, Whitten & Dittman (2007) 
Figure 2: Functional Decomposition Diagram 
 
Entity Relationship Diagram is a data model that 

uses many notations or also called cardinality 
notations to describe data of an entity and the 
relationships that occur between entities with each of 
these data.  

According to Romney and Steinbart (2011), 
internal control is a process that is carried out to 
provide adequate guarantees so that the control 
objectives have been achieved. Internal control of 
inventory becomes a difficult thing in management, 
because the many threats that can cause inventory 
cannot be calculated properly.  

For the design of the system used FAST method 
which according to Bentley, Whitten & Dittman 
(2007) here are 8 phases namely Scope definition, 
Problem analysis, Requirement analysis, Logical 
design, Decision analysis, Physical design and 
integration, Construction and Testing, Installation 
and Delivery. 

Viewed from the site iso.org, ISO (International 
Organization for Standardization) is an international 
standard setting body consisting of representatives 
from the national standardization bodies of each 
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country. ISO establishes world industrial and 
commercial standards. One of them is ISO 9001. 
ISO 9001 has undergone several revisions. The 
latest ISO 9001 is ISO 9001:2015 and ISO was ISO 
9001: 2008. As can be seen from the ISO 9001:2008 
and ISO 9001:2015 documents issued by Badan 
Standardisasi Nasional (2008) and Badan 
Standardisasi Nasional (2015), there are clearly 
visible differences from ISO 9001:2015 with ISO 
9001:2008, which are neater clauses because they 
are well grouped and attempt to eliminate the 
impression that the application of ISO 9001 only 
relies on making SOPs or procedures. 

The focus of this research is using ISO 
9001:2015 clause 8.5.1 where ISO 9001:2015 is also 
called a quality management system which is a 
strategic decision for a company or organization that 
can help to improve its overall performance and as a 
solid basis for initiatives for sustainable 
development. Whereas clause 8.5.1 is a clause that 
describes "Control of production and service 
provision". 

 
 

3 RESEARCH METHOD 
 

This study uses qualitative research methods and a 
case study approach in order to analyze and answer 
the phenomenon in detail. The definition of 
qualitative research is research that is used to 
investigate, find, describe, and explain the quality or 
features of social influences that cannot be 
explained, measured or described through a 
quantitative approach (Saryono, 2010). 

In this study, data collection was carried out 
through interviews, observation and documentation 
(Fathoni, 2006). 

Observations of company activities are carried 
out especially in the supply of raw materials and 
finished goods, to find out how the procedure for 
recording inventory at PT. XYZ. Then, interviews 
conducted with the operation staff, production staffs, 
warehouse staffs, to find out more about matters 
relating to inventory activities of raw materials and 
finished goods. As well, interviews were also 
conducted with the director of PT. XYZ, so that the 
writer knows the comparison of information on the 
existing conditions and the wishes of the company's 
management of inventory accounting information 
systems. Formal interviews that are allowed by the 
company are only interviews with the operation staff 
and director. In addition, documentation is carried 
out to collect data or documents of PT XYZ, as well 
as collect various references from books related to 

accounting information systems for the supply of 
raw materials and finished goods according to ISO 
9001:2015. 

The design of inventory information system at 
PT XYZ applies FAST approach (Framework for the 
Application of System Thinking). Generally, FAST 
has 8 phases, but in this study will only use 4 phases, 
namely (Bentley, Whitten & Dittman, 2007): 

1. Phase Scope Definition, in this phase the 
scope or boundaries of the project are 
determined. 

2. Phase Analysis Problem, in this phase we 
study the existing system and analyze the 
findings to provide the project team with a 
deeper understanding of the problems that 
trigger the project. 

3. Phase Requirement Analysis, in this phase 
the analyst approaches the users to find out 
what they need or what they want from the 
new system. 

4. Phase Logical Design, in this phase 
translation of business requirements into 
system models is carried out. The system 
model is a picture of a system that 
represents the desired reality. 

 
 

4 ANALYSIS 
 

4.1 Analysis of PT XYZ's Raw Material and 
Finished Goods Inventory Control 
Procedures 

Figure 3 shows the procedure for Demanding raw 
materials to supplier: 
 

 
Figure 3:Procedure for Demanding Raw Materials to 
Supplier 
 
Figure 4 shows the procedure for Demanding raw 
materials for production : 
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Figure 4: Procedure for Demanding Raw Materials 
for Production 
 
Figure 5 shows the procedure for Demanding 
finished goods inventory: 
 

 
Figure 5: Procedure for Demanding Finished Goods 
Inventory 
 
 
4.2 PT XYZ's Raw Material and Finished Goods 

Inventory Control Procedure in Accordance 
with ISO 9001: 2015 

Before designing SIA for raw materials and 
finished goods inventory at PT XYZ, we must first 
pay attention to ISO 9001: 2015 clause 8.5.1 relating 
to inventory control because this clause discusses 
"control of production and service provision". The 

organization must implement production and service 
provision under controlled conditions, where 
controlled conditions must include, as applicable: 
o Availability of defining documented information 

(product and service characteristics, results 
achieved): For this condition, PT XYZ already 
has a list of products with packaging, 
documented criteria, and raw materials used also 
have details for each product produced. Thus, the 
SIA that will be designed will be made a 
database of the amount of raw materials used, the 
products produced and the results to be achieved, 
all of which can be seen from the Daily 
Production List (DPH) document. For product 
characteristics without preservatives and halal, 
details of suppliers that have passed the criteria 
are listed in the system and orders can be made. 

o Availability and use of monitoring in accordance 
with the measurement of resources: PT XYZ has 
carried out appropriate monitoring and 
measurement of its resources properly, but they 
were still less effectively and efficiently. Valid 
resources for measurement are three things that 
must be considered, namely measuring 
instruments, inspectors and the environment. 
First, the measuring instrument, the company 
already has a prescription and the target of 
production for each production, it's just still 
manual so that there is a high probability of an 
error. In AIS, a supplier database will be 
designed in which the supplier that has passed 
the criteria for halal products and BPOM 
certified and its products without preservatives 
are registered in the system. In addition, product 
prescription databases are also made to ensure 
that the products released from the raw material 
warehouse and the results achieved are in 
accordance with existing measurements.  
The second thing is the inspector. The division of 
work that is still unclear makes mistakes more 
common. So, in this study a flowchart will be 
made that shows the workflow and data for each 
part so that the division of work is clearer. 
Third thing, environment. The company already 
has an environment that is suitable for everything 
needed by inventory and production, such as dry 
warehouses, cold warehouses and factories. It's 
just that there are no restrictions on the access of 
unauthorized parties to enter. 

o Implementation of monitoring and measurement 
activities at the appropriate stage to verify that 
the criteria for controlling processes or output, 
and acceptance criteria for products and services, 
have been fulfilled: To meet these conditions, the 
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AIS will have access restrictions in accordance 
with the authority which each part has at each 
stage. 

o The use of infrastructure and environment that is 
suitable for the operations of existing processes: 
PT XYZ is divided into 4 buildings in the 
company. Building 1 is the office where the 
director, operation, accounting, and marketing 
work. Building 2 is a factory where the 
production department works. Building 3 is a 
Cooling Warehouse. Building 4 is a Dry 
Warehouse / Spice Warehouse. With the 
existence of these 4 buildings, each part is given 
different authority according to the existing 
processes. Those who can only enter each 
building are those who have the authority and of 
course those who have access to the AIS system 
that will be created only those who have 
authorization. 

o Appointment of competent people, including the 
required qualifications: The selection of 
employees in this company is of course through a 
separate procedure in which each employee has 
been given training according to their respective 
positions. For the use of SIA, of course the 
person appointed is who is able to use the 
computer well and get certain trainings. In 
addition, for product quality, the company also 
has a nutritionist who monitors every product 
produced. 

o Periodic validation and re-validation, for the 
ability to achieve planned results from processes 
and service provision, where the output produced 
cannot be verified by monitoring or 
measurement: Stock taking activities are always 
carried out by the company once every three 
months. For stock taking activities, the running 
process is still efficient and effective to be 
carried out for the next few years, considering 
the amount of costs that will be used if the stock 
operation uses an RFID or barcode system. 
Therefore, SIA is not designed for stock taking 
activities. Stock taking activities will follow the 
existing path where after the Accounting Staff 
and Operation Staff perform stock taking 
accompanied by the Warehouse officers, then the 
inventory report is processed by Accounting staff 
to see the difference with the existing inventory. 
Then, Accounting staff makes a letter of 
application for outgoing goods or incoming 
goods so that the Operation staff create forms for 
goods in or out. Furthermore, it will follow the 
flow of goods demand in and out without having 
to take or enter goods into the warehouse. 

o Implementation of measures to prevent human 
error: To fulfill this condition, an inventory 
accounting information system is needed. With 
SIA Inventory is expected to reduce the presence 
of human error. 

o Implementation of expenditure, shipping and 
post-shipping activities: To meet these 
conditions, SIA inventories will be designed to 
document expenditure activities and post-
shipment activities. 

5 RESULTS 

Figure 6 shows the procedure for ordering raw 
materials to suppliers that are in accordance with 
ISO 9001: 2015: 

 
Figure 6: Procedure for Ordering Raw Materials to 
Suppliers that are in accordance with ISO 9001:2015 
 
Figure 7 shows the procedure for Demanding raw 
materials for production that are in accordance with 
ISO 9001: 2015: 
 

 
Figure 7: Procedure for Demanding Raw Materials 
for Production That are in Accordance with ISO 
9001:2015 
 
Figure 8 shows the Procedure for Demanding 
Finished Goods for Production in accordance with 
ISO 9001: 2015: 
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Figure 8: Procedure for Demanding Finished Goods 
for Production in accordance with ISO 9001: 2015 
 
Figure 9 the Procedure for Demanding Return of 
finished goods according to ISO 9001:2015: 
 

 
Figure 9: Procedure for Demanding Return of 
finished goods according to ISO 9001:2015 
 

 Design of PT XYZ's Raw Material 
Inventory and Merchandise 

In the scope definition phase, the analysis was 
conducted to identify problems and opportunities at 
PT XYZ. Based on the results of discussions with 
the Director and operational staff, the author 
summarizes the problems faced by the company 
using the PIECES framework (Performance, 
Information, Economics, Control, Efficiency, 
Service). 

At the stage of problem analysis, 
misinformation regarding the supply of raw 
materials and finished goods is actually caused by a 
manual recording system and the separation of work 
that is still not appropriate. Therefore, the design of 
an accounting information system that is in 
accordance with ISO 9001: 2015 must be able to 
store data accurately, eliminate the system of 
recording manually and provide proper separation 

on its part in the company to be able to access and 
input data in the system.  

 
Table 1: PIECES framework 

Performance Calculation of raw material and 
finished goods inventory automatically 

Information (1) Information regarding the 
amount of raw materials and 
finished goods inventory is 
inaccurate 

(2) Information regarding the total 
rupiah of raw material and 
finished goods supplies is 
inaccurate 

(3) Data is inflexible – it is not easy 
to meet new information needs 
from stored data 

Economics (1) Costs arising from the difference 
in the calculation of raw 
material and finished goods 
inventories 

(2) Cost arising from error in the 
estimation of the repurchase of 
raw materials which causes a 
purchase not to fixed supplier 

Control (1) The absence of accurate 
information about the supply of 
raw materials and finished 
goods can trigger errors in 
decision making 

(2) Avoid fraud in the supply of raw 
materials and finished goods 

Efficiency (1) Without a system, it takes a lot 
of people in charge and 
documentation to produce 
accurate information about the 
supply of raw materials and 
merchandise 

(2) Without a system, costs arise 
from the existence of a 
difference in inventory value 

(3) Without a system, costs arise 
from the existence of errors in 
decision making. 

Service Accounting information systems are 
expected to be compatible so that they 
can help all parts of the company. 

 
In the Needs Analysis Phase, Functional 

Decomposition Diagrams (FDD) are designed to 
describe the required components contained in the 
system and sub-systems separately. 
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Figure 10: FDD of Inventory AIS PT XYZ 
 

The logical design phase translates business 
requirements into a system model. The system 
model consists of logical data models that describe 
business process requirements, data and information 
needs, and interface needs. 

 

1. Context Diagram 

 
Figure 11: Context Diagram of Inventory 

 

2. Data Flow Diagram 

 
Figure 12: DFD of Inventory AIS PT XYZ 

3. Entity Relationship Diagram (ERD) 

 
Figure 13: ERD of Inventory AIS PT XYZ 

6 CONCLUSIONS 

The design of the inventory accounting 
information system was made as one of the solutions 
to the problems faced by PT XYZ in the company's 
inventory control. In PIECES analysis, the 
development of accounting information systems is 
expected to overcome various problems, especially 
those related to information. Information about the 
supply of raw materials and finished goods is 
expected to be more accurate and the data more 
flexible, in order to become easily obtained after the 
system is developed. 

The inventory accounting information system 
that have been designed certainly requires resources 
for its operation. The system also requires a lot of 
data that must be entered in accordance with the 
section and its authorization, namely, the 
Operational Staffs, Raw Material Warehouse Staffs, 
Trade Warehouse Staffs, Accounting Staffs, and 
Director. 

The tool for documentation of system 
requirements consists of FDD, DFD and ERD which 
illustrates the need for inventory recording systems 
to be developed for PT XYZ. However, of course 
this does not rule out the possibility that other parties 
or other similar companies use the results of 
documentation of system requirements in this final 
work. The system design can be changed according 
to the user needs of the system and business 
processes that exist in the system user organization. 
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Abstract: The global financial crisis that lasted until early 2010 and the trade war between China and United Stated of 
America have brought the effect to the slow down of Indonesian economic. The research aims at studying 
the effect of firm size, sales, age of accounts receivables on financial performance at the automotive 
companies that have been listing at the Indonesian stock exchange, partially and simultaneously. This study 
has used descriptive method. The study has used time series data of the period of 2014-2017 which is 
expressed in yearly data. The analysis tool of the study is Multiple Regression Analysis. The results showed 
that simultaneously and partially, firm size, sales, age of accounts receivables have significantly effected the 
financial performance of the automotive companies. The result of the coefficient of determination was 98,8 
percent. The remaining 1.2% has been effected by other factors that have not been included in this study.

1 INTRODUCTION 

The objective of the firm is to make profit and to 
increase the wealth of the shareholders. The 
managers try to optimize the use of the resources of 
the company by planning, implementing and 
controlling the operation of the company. The task 
of the managers in finance is to manage the assets of 
the company, to select the best funding option for 
the company and to invest the asset of the company. 
The company can improve the performance through 
the good management in the accounts receivables. 
One of the tools to manage the accounts receivables 
is to generate the ageing of receivables schedule. 
The ageing of receivables can give the information 
about the long overdue debt, so that the company 
can make an intensive collection from the 
companies. If the companies can reduce the bad debt 
collection, then the companies can increase the 
financial performance. 

The second factor to increase the financial 
performance in this research is the sales. If the 
companies can increase the sales of the company, 
while the expenses are stable, therefore the 
companies can increase their performance generally, 
and their financial performance specifically. 

However, on the other circumstances, the increase in 
sales, can decrease the profit of the company. This 
can happen if the company’s sales are in credit, and 
the bad debt is increase too. Today, the world has 
been facing with the trade war between China and 
United States. The trade war between these super 
power countries have brought impact to other 
countries in terms of currency fluctuation, sales, 
interest rates, competition and other factors. Sales of 
the companies have also been influenced by the 
global recession due to the property sector in the 
United States then the recession have spread to other 
countries, such as Greek, Argentina and Turkey. 

The financial performance is assumed to be 
influenced by the size of the companies. The bigger 
the company therefore the better of the company’s 
financial performance will be. However, if the big 
companies do not manage their resources well, then 
the companies can not compete and at the end, the 
companies will be smaller and smaller and go 
bankrupt.   

Based on the above background, therefore the 
title of this study is The Effect of Firm Size, Sales, 
Age of Receivables on Financial Performance at 
Automotive Companies Listed at The Indonesian 
Stock Exchange.  
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In Proceedings of the 1st Unimed International Conference on Economics Education and Social Science (UNICEES 2018), pages 1149-1153
ISBN: 978-989-758-432-9
Copyright © 2020 by SCITEPRESS – Science and Technology Publications, Lda. All rights reserved

1149



 

This research has been limited to the firm size, 
sales, age of receivables, financial performance at 
the automotive companies listed at the Indonesian 
Stock Exchange at the period of 2014 until 2017. 
Based on the background and the limitation of the 
research, therefore, the researcher determines the 
problem formulation as the following: have the firm 
size, sales and age of receivables effected the 
financial performance simultaneously and partially 
at the automotive companies listed at the Indonesian 
Stock Exchange?  

The objective of this study is to know the effect 
of firm size, sales, and age of receivables on 
financial performance at the automotive companies 
listed at the Indonesian Stock Exchange at the period 
of 2014 until 2017. 

 

2 THEORICAL FRAMEWORK 

Financial statement is made up of the statement of 
financial position, comprehensive income statement, 
statement of changes in equity, cash flow statement 
and notes to financial statement (Sumarsan, 2018). 
The users of financial statement are the internal of 
the companies and the external of the companies. 
The internal users consist of the management and 
the employees, whereby the external users consist of 
the customers, the suppliers, the creditors, the 
investors, the governments and other external 
parties. 

A good financial system is one that efficiently 
takes money from savers and gets it to the 
individuals who can best put that money to use 
(Keown, 2014).  

According to Keown (2014) an income statement 
or profit and loss statement indicates the amount of 
profits generated by a firm over a given time period, 
such as 1 year. Profit equals to sales minus expenses. 
The income statement starts with sales then substract 
the cost of goods sold to get gross profits (Kieso, 
2008). Then, gross profits deduct the operating 
expenses to determine the operating profit or earning 
before interest and taxes (EBIT). After that, the 
EBIT substract the interest and taxes to get net 
income or earning after tax (EAT). The figure of 
EAT represents the earning available for the 
shareholders, which means the profit that may be 
reinvested in the company or distributed to its 
owners, if the net cash is available. The distribution 
of profit to the shareholders are known as dividend. 

Income statement gererally starts with sales 
(Brigham, 2015). The company tries to increase its 
sales in many ways. A sales strategy is designed to 
execute an organization’s marketing strategy for 

individual accounts (Ingram, 2006). A firm’s sales 
strategy is important for two basic reasons. First, it 
has a major impact on a firm’s sales and profit 
performance (Ingram, 2006). Second, it influences 
many other sales management decisions. The new 
sales person should focus on understanding how the 
sales process works in the company so that they can 
better balance the time across different sales efforts. 

According to Suwito and Herawaty (2005), 
public companies listed on the Indonesian Stock 
Exchange can be categorized into 3 (three) large 
groups, namely large companies, medium companies 
and small companies. Determination of the size of 
the company is based on total assets of the company 
or the sales of the company or the stock market 
value.  

The size of a company is the size of the 
company's capacity which is valued from the assets 
it has. The greater the assets of a company, it can be 
said that the larger the size of the company 
(Sutrisno, 2003). 

The size of the company in this study is 
projected by the average of the total assets. The 
greater the total assets owned by the company, the 
larger the size of the company. 

Receivables are amounts owed to the entity and 
can take two basic forms, which are accounts 
receivable and notes receivable (Griffin, 2009). 
Receivables are usually a significant portion of the 
total current assets (Warren, 2014). In order to 
increase the sales of the company, therefore the 
company will offer installment sales, credit sales and 
leasing. The accounts receivable arises from the 
credit sales of goods or services. The company 
should do the evaluation of 5Cs for its customers. 
The five Cs consist of character, capacity, collateral, 
capital of the customer and the economic condition. 
The collateral of the customer can be the bank 
guarantee, of which the amounts is based on the 
company’s request. The company tries to minimize 
the bad debt. One of the tools to reduce the bad debt 
of the company is preparing an age of accounts 
receivable reports. Company can use the schedule of 
the ageing of receivables to confirm the number of 
the customers’ receivables and to make plan to 
collect the companies’ debt faster. The receivables 
collection period is the average length of time 
required to convert a firm’s receivables into cash. It 
is calculated by dividing accounts receivable by 
sales per day (Brigham, 2016). 
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3 RESEARCH METHOD 

This study has used descriptive method. The 
population of this study are the automotive 
companies that have been listed at the Indonesian 
Stock Exchange and have submitted their audited 
financial statements for the period of 2014 until 
2017 to the Indonesian Stock Exchange. This 
research has used a non probability sampling, using 
purposive sampling technique. The purposive 
sampling method have the following criteria: the 
automotive companies are listing at the Indonesian 
Stock Exchange for the period of 2014 until 2017, 
the companies have published their audited financial 
statements; and the denominators of the statements 
are in Indonesian Rupiah (IDR).  

Based on the above criteria, therefore there are 
12 automotive companies for the sample. The 
samples are PT. Astra Internasional Tbk, PT. Astra 
Otoparts Tbk, PT. Indo Kordsa Tbk, PT. Good Year 
Indonesia Tbk, PT. Indomobil Sukses Internasional 
Tbk, PT. Indospring Tbk, PT. Multi Prima Sejahtera 
Tbk, PT. Multistrada Arah Sarana Tbk, PT. Nipress 
Tbk, PT. Prima Alloy Steel Universal Tbk dan PT. 
Selamat Sempurna Tbk. 

Data collection method is documentary method 
by gathering literatures, journals, and audited 
financial statements.  

Data analysis method in this study is multiple 
regression analysis (Lindstrom, 2015). The analysis 
has used SPSS. 

The independent variable is the explanatory 
variable and the dependent variable is the explained 
variable (Gujarati, 2009). The independent variables 
in this study are firm size, sales and age of accounts 
receivables. The firm size has been used the average 
of total assets. The dependent variable is financial 
performance, which is the profit.. 

4 ANALYSIS 

The data has been processed with SPSS. 
 
Table 1: The Analysis Result of Coefficient of 
Multiple Linear Regression 

Model 
Unstandardized Coefficients 

B Std. Error 

1 (Constant) -595694 187354
TotAsset -,077 ,009
Sales ,167 ,012

 Age_Rec 6737 2678

Source: Data Processed, 2018 

 
Based on table 1, the regression model is as the 
following: 
Profit =  -595694 – 0,077 TotAssets + 0,167 
Sales  
 + 6737 Age_Rec  
 
The above regression model has shown that: 
a. The constant value of -595694 shows that if the 

independent variables are constant, therefore the 
profit will decrease as much as 595694 unit. 

b. The coefficient of firm size is -0.077. The 
negative sign shows that if the firm size 
increased by 1% then the profit will decrease 
0.077 (0.77%). 

c. The coefficient of sales is 0.167. The positive 
sign shows that if the sales increased by 1% 
then the profit will increase 0.167 (16.7%). 

d. The coefficient of age of receivables is 6737. 
The positive sign shows that if the age of 
receivables increased by 1% then the profit will 
increase 6737. 

 
Table 2: Coefficient of Partially Test 

Model t Sig. 

1 (Constant) -
3,180 

,00
3

TotAsset -
8,666 

,00
0

Sales 14,4
96 

,00
0

Age_Rec 2,51
5 

,01
6

Source: Data Processed, 2018 
 

Based on table 2, the tcount of firm size is -8.666 
with the significant error of 0.000. The ttable of firm 
size is 2.01537. So, it can be concluded that 
partially, firm size has effected the financial 
performance negatively and significantly. This has 
indicated that the larger the size of the company then 
the lower the profitability of the firm. The manager 
of the company should manage the total assets of the 
company efficiently and effectively. The manager 
should use the total assets of the company optimally, 
and he should decide whether the assets to use for 
the operation of the company, or to invest the assets 
to generate income from them. Finance manager can 
invest the idle assets in terms of buying share of 
other companies in order to get dividends and capital 
gain or buying government bonds in order to 
generate interest income. 

The tcount of sales is 14.496 with the significant 
error of 0.000. The ttable of sales is 2.01537. So, it 
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can be concluded that partially, sales has effected the 
financial performance positively and significantly. 
This has indicated that the bigger the sales of the 
company then the higher the profitability of the firm 
is. The management of the companies should 
manage to increase the sales because the growth of 
sales can increase the profit of the firm. 

The tcount of age of accounts receivable is 2.515 
with the significant error of 0.016. The ttable of age 
of accounts receivable is 2.01537. So, it can be 
concluded that partially, age of accounts receivable 
has effected the financial performance positively and 
significantly. This has indicated that the 
improvement in the age of the accounts receivable of 
the company then the higher the profitability of the 
firm will be. The company tries to shorter the age of 
accounts receivable, which means the bad debt 
becomes smaller or there is no bad debt in the 
company, and the result is the profit of the firm 
becomes higher. 
 

Table 3: The Simultaneous Test, ANOVA 
Model F Sig. 

1 Regression 1219,8
7 

,000b

Residual   

Total   

a. Dependent Variable: Profit 
b. Predictors: (Constant), TotAsset, Sales, Age_Rec 

 
Based on table 3, the Fcount of the model is 1219.87 
with the significant error of 0.000. The Ftable is 
2.61. So, it can be concluded that simultaneously, 
firm size, sales and age of accounts receivable have 
effected the financial performance positively and 
significantly. This has indicated that the total assets, 
sales and the age of accounts receivables of the 
company have influenced the profitability of the 
firm. 
 

Table 4: The Determination Coefficient 

Model R R Square 
Adjusted 

R Square 

1 ,994a ,988 ,987

Source: Data processed, 2018 
 
Based on table 4, the coefficient of determination 
has shown that the R Square is 0.988 or 98.8%. This 
has been indicated that the firm size, sales and age of 
accounts receivables had effected the profit of the 
firm as much as 98.8%, the remaing 1.2% has been 
effected by other factors that have not been included 
in this study. The other factor such as liquidity, 

dividend payout ratio, net working capital and other 
factors. 
 

5 RESULTS 

The results of the study are  
a. Firm size has effected the firm’s profit 

negatively and significantly. This has indicated 
that the larger the size of the company then the 
lower the profitability of the firm. The result has 
been supported by Isik (2017) that the size of 
the company has effected the profitability of the 
firm.  

b. Sales has effected the financial performance 
positively and significantly. The result has been 
in accordance with the statement from Ingram 
(2006) that there is a major impact on a firm’s 
sales and profit performance. 

c. The age of accounts receivable has effected the 
financial performance positively and 
significantly. This has shown that the company 
has managed the accounts receivables well then 
it will increase the financial performance of the 
company, through higher profit. 

d. The coefficient of determination has shown that 
the R Square is 0.988 or 98.8%, which means 
that the firm size, sales and age of accounts 
receivables had effected the profit of the firm as 
much as 98.8%, the remaing 1.2% has been 
effected by other factors that have not been 
included in this study. 

 

6 CONCLUSIONS 

Based on the above analysis and results, then it can 
be concluded that simultaneously firm size, sales 
and age of receivables have effected the financial 
performance positively and significantly. Partially, 
firm size has effected the firm’s profit negatively 
and significantly. Partially, sales and age of accounts 
receivable have effected the financial performance 
positively and significantly. The coefficient of 
determination has shown that the R Square is 0.988 
or 98.8%. This has been indicated that the firm size, 
sales and age of accounts receivables had effected 
the profit of the firm as much as 98.8%, the remaing 
1.2% has been effected by other factors that have not 
been included in this study. The other factors are as 
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liquidity, dividend payout ratio, net working capital 
and other factors. 
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Abstract: The practice of tax avoidance is carried out because debt is greater than the capital, especially that debt 
obtained from the same group of companies. This study aims to obtain empirical evidence regarding the 
influence of multinational, utilization of tax havens, tax uncertainty, and Corporate Social Responsibility 
disclosure on tax avoidance. The population in this study are multinational companies listed on the 
Indonesia Stock Exchange in 2012-2016. Technique in this study was purposive sampling and obtained a 
sample of 38 companies. The analysis used Ordinal Least Square (OLS) with SPSS. The results of the study 
show that multinational, utilization of tax havens, uncertainty in taxes and disclosure of CSR did not affect 
tax avoidance. 

1 INTRODUCTION 

Tax is the heart of state income. For the 2017 State 
Budget itself, tax accounts for 85% of all state 
revenues (www.kemenkeu.go.id/apbn2017). Even 
so, tax revenues in Indonesia since 2012 continue to 
miss from what is targeted and this has continued to 
occur repeatedly over the past five years. Benefit 
theory of taxation shows this taxation can be done 
because there is a relationship (economic 
attachment) between Indonesia as a source state with 
activities that provide such income.  

Margaret, Lynch, & Rego (2009)  state that 
corporate tax aggressiveness is an act of 
manipulating taxable income done by the company 
through tax planning actions, both using legally 
classified methods (tax avoidance) or illegal (tax 
evasion). Not all actions taken in an effort to tax 
aggressiveness violate regulations, but the more 
loopholes used to reduce tax costs, the company is 
considered more aggressive towards taxes. Actions 
of tax aggressiveness tend to be carried out by 
companies because there are many interests in it, and 
the tax burden borne by corporate taxpayers is 
greater than the individual taxpayers. 

Tax avoidance cases that are part of tax 
aggressiveness are rampant in Indonesia, thus 

placing Indonesia ranked 11th as the country with 
the highest level of tax avoidance. First place the 
most tax avoidance is carried out by the United 
States where the company has cost the country 188.8 
billion US dollars (www.tribunnews.com). 
Companies in the mining sector are not immune 
from tax aggressiveness activities. The flow of 
illegal money abroad has nearly doubled over the 
past ten years from Rp 141.82 trillion in 2003 to Rp 
227.75 trillion in 2014. Significant increase mainly 
occurs in the mining sector. The run of funds abroad 
is due to weak government oversight toward 
financial activities and corporate tax payments. 
Economic policy researchers from Publish What 
You Pay (PWYP) Indonesia, says illegal money 
flows in the mining sector are caused by trade 
transactions with fake invoices (trade miss 
invoicing). The surge in the amount of illegal money 
flows in the mining sector indicates tax avoidance 
and tax evasion involving Indonesian mining 
companies (PWYP). 

The research of Taylor & Richardson (2013) 
related to the determinant of the effect of tax 
avoidance practices results that multinationality, tax 
haven utilization, withholding tax, and tax 
uncertainty have a significant positive effect on the 
practice of thin capitalization in Australian 
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companies. Meanwhile, for research conducted in 
Indonesia, it has been carried out by Nuraini & 
Marsono (2014) give result that multinationality, tax 
haven utilization, and withholding tax have a 
significant positive effect on the practice of tax 
avoidance in multinational companies in Indonesia, 
but institutional ownership has no effect on the 
practice of tax avoidance. The lack of influence of 
institutional ownership is also supported by research 
conducted by Dewi & Jati (2014). Desai, Foley, & 
Hines (2006) say that it is very possible for 
companies that carry out tax avoidance actions to 
combine controlled entities into the Tax Haven 
Country in an effort to avoid domestic taxes 
significantly. This is in accordance with the research 
conducted by Taylor & Richardson (2013) as well as 
Nuraini & Marsono (2014) that the utilization of Tax 
Haven significantly affects tax avoidance practices. 

The characteristics of the company also become 
one of the factors in the practice of tax avoidance 
actions. These characteristics can be seen from 
company size  (Surbakti, 2012). The characteristics 
of a company can be seen from the size of the 
company and multinational company (Dewi & Jati, 
2014). According to Rego (2003), the larger the size 
of the company, the more transactions will be 
carried out. Thus, it allows companies to take 
advantage of existing gaps to carry out tax 
avoidance actions from each transaction. A large 
company certainly requires tighter supervision and 
good corporate governance. Good corporate 
governance arises because of the separation of duties 
and authority and the existence of a supervisory 
committee. Therefore, the audit committee in this 
case as a supervisor of the company has an 
important role in overseeing the practice of tax 
avoidance actions. 

Arthana (2011) in Maraya & Yendrawati (2016)  
mentions Corporate Social Responsibility Disclosure 
(CSRD) is a process of communicating the social 
and environmental impacts of a company's economic 
activities towards groups that have an interest in the 
company as a whole. The concept of legitimacy 
shows the existence of corporate responsibility 
towards society. The company is aware of its 
survival in relation to the company's image in the 
eyes of the public. To be able to maintain its 
survival, the company seeks a kind of legitimacy or 
recognition from investors, creditors, consumers, the 
government and the surrounding community. 

The result of research conducted by Lanis & 
Richardson (2013) shows a negative association 
between the activity / level of Corporate Social 
Responsibility disclosure and tax aggressiveness/ tax 
avoidance in Australian and US public companies. 
This supports the application of stakeholder theory 
as an approach in the activities of the company's 

Corporate Social Responsibility and implements 
taxes as part of Corporate Social Responsibility. 
Watson (2015) in his research shows the result that 
there is a positive relationship between tax 
avoidance and company's Corporate Social 
Responsibility activities. This is different from 
Arianto (2014) where the result of his research 
shows that Corporate Social Responsibility does not 
affect tax avoidance. 

The phenomenon of quite a number of PMA 
companies that report losses in their financial 
statements and did not pay taxes consecutively for 5 
years or more, among others, allegedly due to tax 
avoidance practices, demanding more attention from 
the government, especially the Directorate General 
of Taxes. (Rahayu, 2010). In an effort to address the 
problems above, this study tries to examine the 
extent of the relationship of multinational companies 
in Indonesia in the practice of tax avoidance, 
especially tax avoidance. Research on tax avoidance 
practices in Indonesia is still rarely found because of 
the limitations of data and regulations on tax 
avoidance in Indonesia which are still very new 
because they were only active in 2016. Based on the 
description above, researchers are interested in 
conducting research entitled  “The Effect of 
Multinationality, Utilization of Tax Haven, Tax 
Uncertainty, Disclosure of CRS on Tax Avoidance”. 

 

2 THEORICAL FRAMEWORK 

Stakeholder theory states that companies have social 
responsibility that requires them to consider the 
interests of all parties affected by their actions. 
Management should not only consider shareholders 
in the decision-making process, but also anyone who 
is influenced by business decisions. Roberts (1992) 
argues that the parties included in the stakeholder 
are stockholders, creditors, employees, customers, 
suppliers, public interest groups, and governmental 
bodies. 

The government as a regulator, is one of the 
stakeholders of the company, therefore the company 
must pay attention to the interests of the 
government. One of them is by following all 
regulations made by the government, including 
compliance with paying taxes, and not doing tax 
evasion (Kuriah & Asyik, 2016). Tax aggressiveness 
by means of both tax avoidance and tax evasion is 
an action that can harm the state. Losses experienced 
by the state will have an indirect impact on the 
community, because the tax received by the state is 
income that will be allocated for the prosperity of 
the community. If the company does tax 
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aggressiveness, then this is not in accordance with 
stakeholder theory which states that the company 
always considers the interests of its stakeholders. To 
prevent this from happening and supervise if the 
performance of the company does not harm 
stakeholders, then the stakeholders give authority to 
the board of commissioners to supervise the 
company (Lanis & Richardson, 2011) 

According to the trade off theory stated by Myers 
(2001) that the company will owe up to a certain 
level of debt, where the tax savings (tax shields) 
from additional debt is equal to the cost of financial 
difficulties (financial distress). The costs of financial 
difficulties (financial distress) are bankruptcy costs 
or reorganization, and agency costs which are 
increased due to a decrease in the credibility of a 
company. Trade off theory in determining optimal 
capital structure includes several factors among 
others tax, agency cost and financial distress cost, 
but still maintains the assumption of market 
efficiency and symmetric information as a balance 
and benefit of using debt. The optimal debt level is 
achieved when tax shields reach the maximum 
amount on the cost of financial distress. 

Legitimacy theory states that large companies 
will have greater responsibility than small 
companies. This is due to large companies having 
higher and more complex operational activities that 
have a wider impact than small companies. In 
addition, the legitimacy theory states that 
organizations must constantly try to ensure that they 
carry out activities in accordance with the 
boundaries and norms of society (Rustiarini, 2011).  

One of the efforts that can be done to get positive 
legitimacy from the community is to take actions 
that are ethical and socially responsible. These 
actions can be implemented by the way companies 
are involved in financing Corporate Social 
Responsibility and adhering to tax provisions 
(Mulyani & Suryarini, 2017). The Corporate Social 
Responsibility activities will be disclosed by the 
company through annual reports or sustainability 
reports (if the company issues). The company has a 
social contract with the community in its business 
environment and through the disclosures, it is 
expected that the company will gain legitimacy from 
the community that has an impact on the company's 
survival (Lindawati & Puspita, 2015) 

The activity of tax aggressiveness is viewed 
negatively by the community, because it is 
considered to have violated social norms. A 
company that carries out tax aggression can be 
regarded as a company that does not care about the 
social conditions around it (Meiranto Wahyu & 
Nugraha, 2015).  

 
 

Development of Hypotheses 
The Effects of Multinationality on Tax Evasion 

Multinational companies that have subsidiaries 
and branches of companies spread across various 
countries can be assumed that obtaining foreign 
income and applying efficient tax planning among 
their group entities. To examine the effect of 
multinationality on tax avoidance, the hypothesis 
developed is. 

H1: Multinationality has a positive effect on tax 
avoidance. 

 
The Effects of Utilizing Tax Haven on Tax 
Avoidance 
Tax haven countries are countries that provide 
facilities to other countries 'taxpayers and their 
income from other countries' taxpayers can be 
directed to countries that are members of tax havens 
which will benefit those taxpayers because their 
income will not be deducted from taxes. Large and 
multinational companies use tax haven countries as a 
place to avoid their income or profits from tax 
burdens because tax haven countries will not cut or 
only deduct a little tax on the company's income. 
Desai, Foley, & Hines (2006) provide data that 
American multinational companies are making large 
use of the Tax Haven country, in 1999, 59% of 
multinational companies in the United States that 
had relations in Tax Haven.  

H2: The Utilization of Tax Haven has an effect 
on Tax Avoidance 
 
The Effect of Tax Uncertainty on Tax Avoidance 

Management may face significant uncertainty in 
determining tax estimates based on differences in 
interpretation of tax law  (Desai & Dharmapala, 
2006). Desai & Dharmapala, (2006) explain that tax 
uncertainty can be used by corporate management as 
a tool to cover tax avoidance activities. This 
certainly includes the practice of thin capitalization. 
In addition, when a company enters a "gray area" 
where the boundary between the implementation of 
tax planning and tax avoidance becomes unclear, 
there is an accompanying tax uncertainty. Dyreng, 
Hanlon, & Maydew (2014) explain that tax authority 
can challenge corporate argument in doing this, and 
can result in the company experiencing losses due to 
fines imposed by the authority to the company. 

H3: Tax uncertainty has a positive effect on tax 
avoidance. 

 
CSR Disclosure on Tax Avoidance 
One of the efforts that can be done to get positive 
legitimacy from the community is by taking actions 
that are ethical and socially responsible. These 
actions can be implemented by the way companies 
are involved in financing Corporate Social 
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Responsibility and adhering to tax provisions 
(Mulyani & Suryarini, 2017). 

Previous research shows that CSR disclosure can 
affect on tax aggressiveness. Lanis & Richardson 
(2013) in their research shows the result that there is 
a negative influence between CSR and tax 
aggressiveness, which can be interpreted if the 
higher the CSR disclosure of a company, the less 
aggressive action of the company. The result of this 
study is reinforced by the research of several 
researchers which show the same results, namely 
carried out by Laguir et al (2015) and Kuriah & 
Asyik (2016). Their results show that disclosure of 
CSR has a negative effect on tax aggressiveness. 

Tax is one form of CSR from companies to the 
government and society. This is due to taxes are 
used by the government as a fund to finance people's 
welfare. Therefore, companies that have high CSR 
activities, the level of tax aggressiveness carried out 
is low or vice versa. This is because the company 
considers tax as a form of social responsibility 
carried out by the company to the government and 
society. 
H4 : Disclosure of Corporate Social Responsibility 
has a negative effect on tax avoidance. 
 

3 RESEARCH METHOD 

The population in this study were multinational 
companies listed on the Indonesia Stock Exchange 
for the period 2014-2016. The sampling technique in 
this study was purposive sampling technique, 
namely data selected based on certain criteria that 
were in accordance with the research objectives. 

 
Table 1: Sampling Criteria 

Sample Criteria Number 

Multinational companies listed 
on the BEI in a row 

116 

Companies that suffered losses (55) 

Companies that received tax 
utilization 

(19) 

Companies that received zero tax 
loss compensation 

(1) 

Incomplete data (3) 

Number of companies that met 
the criteria as samples 

38 

Number of Analysis Unit 
(Period 2012-2016) 

190 

Source: Secondary data processed, 2018 
 
Dependent Variable 
Tax aggressiveness is an act of engineering 
taxable income done by company through tax 
planning actions, both using methods that are 
legally classified (tax avoidance) or illegal (tax 
evasion). The proxy used in calculating tax 
aggressiveness was effective tax rate (ETR). 
  

PPh Expense 

ETR = 

  Earning Before Tax 

The higher the ETR, the lower the company's tax 
aggressiveness. Meanwhile, if the ETR gets 
smaller then the company's tax aggressiveness 
will be higher (Lanis & Richardson, 2013). In 
order to facilitate the presentation of result, the 
ETR value in this study was multiplied by 
negative one (-1). 

Independent Variables 
1. Multinationality 
The measurement used dummy variable where "1" if 
the company had at least five subsidiaries or 
branches of companies incorporated outside 
Indonesia, otherwise stated “0”. The measurement of 
this variable was in accordance with previous 
research that has been done by Nuraini & Marsono 
(2014) which also measured multinationality by 
seeing companies had at least five subsidiaries or 
branches of companies incorporated outside 
Indonesia. 
 
2. The Utilization of Tax Haven 
Tax Haven is a country with low tax jurisdiction or 
no tax at all which gives investors the opportunity to 
take tax avoidance actions  (Desai et al., 2006). The 
utilization of tax haven was measured by companies 
that had at least 1 subsidiary company domiciled in 
tax haven countries. The utilization of tax haven 
measured as a dummy variable, "1" if the company 
had at least two subsidiaries incorporated in a tax 
haven recognized in the OECD, conversely stated 
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“0”. The measurement of this variable was in 
accordance with previous research conducted by 
Taylor & Richardson (2013) and Nuraini & Marsono 
(2014) which measured the utilization of tax haven 
by looking at companies that had at least 1 
subsidiary company domiciled in tax haven 
countries. 
 
3. Tax Uncertainty 
Tax uncertainty is when management faces 
significant uncertainty in determining tax estimates 
based on differences in interpretation of tax law  
(Desai & Dharmapala, 2006). Tax uncertainty was 
measured by the company that issued a statement 
regarding "Tax Uncertainty Exposures" in the notes 
to its financial statements. The variable of tax 
uncertainty was measured by variebel dummy, 
namely "1" if the company included "tax uncertainty 
exposure" in the notes to its financial statements, 
otherwise stated  “0”. The measurement of this 
variable was in accordance with the previous 
research conducted by Taylor & Richardson (2013) 
and Christiana (2015) which measured tax 
uncertainty by seeing whether the company revealed 
uncertainty in measuring taxes in the notes to its 
financial statements. 
 
4. CSR Disclosure 
CSR is the responsibility which adheres in every 
investment company to continue to create a 
relationship which is harmonious, balanced and in 
accordance with the environment, values, norms and 
culture of the local community. CSR disclosure is a 
disclosure done by the company on CSR activities 
carried out by the company. The measurement of 
CSR disclosure used GRI version 4.0 issued by the 
Global Reporting Initiative which consisted of 91 
items of disclosure consisting of 6 indicators namely 
economic indicators (9 items), environment (34 
items), employment practices and work convenience 
(16 items), human rights (12 items), community (11 
items) and responsibility for the product (9 items). 
This was in accordance with research conducted by 
Krisna & Suhardianto (2016) and Fauziah (2016). 
CSR disclosure was done by checking one by one 
GRI version 4.0 items. If the item was disclosed, it 
was given score 1, whereas if it was not disclosed, 
the score was 0. The score of each item disclosure 
was summed and divided by the total item disclosure 
in order to obtain a disclosure score for each 
company. The formula that could be used was as 
follows: =∑ / 	
	
	

Explanation: 
 

CSRIj  : Extensive index of corporate social 
and environmental responsibility disclosure 
Σxyi : score 1 = if item yi disclosed; 0 
= if item yi not disclosed. 

 
ni : number of items for the 
company i, ni ≤ 91 

 
Analysis of Multiple Linear Regression 
Regression analysis is used by the researcher if the 
researcher intends to predict the state of the 
dependent variable, and if two or more independent 
variables as predictors are manipulated or rise and 
value in value. 

In this study, the multiple regression models that 
was developed were as follows: 
	

. ,

	 	 ,

	 , 	 ,

	 , 	 ,  
 

4 ANALYSIS 

The results of descriptive statistics in this study 
describe data from the dependent variable as 
follows: 
 

Table 2: Descriptive Statistics 
 N Min Max Mean Std. 

Deviation 
ETR 190 .04 .80 .2704 .10577
CSR 190 .00 .89 .1824 .14911
Multi 190 .00 1.00 .2947 .45713
TH 190 .00 1.00 .5421 .49954
PP 190 .00 1.00 .2579 .43863
Valid N 
(listwise)

190     

Source: secondary data processed 
 
The result of descriptive statistics in Table 2 shows 
that the Tax Avoidance variable (ETR) has a value 
range of 0.04 (minimum) to 0.80 (maximum). The 
company that has the lowest (minimum) ETR value 
is to allow the company not to do tax avoidance and 
see the result showing that the average company 
does not do tax avoidance, which is seen from the 
mean shows the number 0.2704. The statistic 
description shows that many companies do not carry 
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out tax avoidance. It is proven from the average 
which do not do tax avoidance is 0.2579. On the 
other hand, many companies use Tax Heaven. It is 
proven from the average of companies which carry 
out Tax Heaven is 0.5421. 
 
Hypothesis testing 
The t test is used to examine the effect of each 
independent variable individually or partially on the 
dependent variable. The testing is done by looking at 
the variable significance value at a significance level 
of 0.05 (5%). The result of partial test from multiple 
linear regression equations are presented in the table 
as follows 
 

Table 3: Partial Test Results 
 Beta sig 

ETR 0.245  
CSR 0.066 0.206 

Multinationalit
y 

0.005 0.905 

The 
Utilization of Tax 

Haven (TH) 

0.003 0.873 

Tax 
Uncertainty (PP) 

0.053 0.255 

Source: Output SPSS 21, 2018 
 

5 DISCUSSION 

The Effect of Multinationality on Tax Avoidance 
The first hypothesis in this research states that there 
is an effect of multinationality on tax avoidance. 
Based on the result of the study proves that there is 
no effect between multinationality on tax avoidance, 
the first hypothesis is rejected. This means that the 
more a multinational company has subsidiary or 
branches outside Indonesia, the more triggered the 
company to practice tax avoidance. The result of this 
study is in line with agency theory which states that 
the desire of management to improve their personal 
and management interests will strive to minimize the 
company's tax burden in order to avoid a high tax 
burden. 

The practice of tax avoidance can only be done 
by multinational companies because multinational 
companies have large groups that are not only in 
Indonesia but also outside Indonesia, therefore the 
practice of tax avoidance can be done. This is also in 
accordance with the trade off theory stated by Myers 
(2001) where the company will owe up to a certain 

level of debt, where the tax savings (tax shields) 
from additional debt is equal to the cost of financial 
difficulties (financial distress). According to Myers 
(2001) financial distress refers to the cost of 
bankruptcy or reorganization, and agency costs that 
arise when the feasibility of a company's debt is in 
doubt. The debt is played in a group of multinational 
companies in various ways so that later the corporate 
income tax becomes to a minimum. 

Another reason is supported by the absence of 
regulations on thin capitalization rules until 2016 
through the Minister of Finance Decree Number 169 
/ PMK.010 / 2015 which makes multinational 
companies freely play debt among their groups. By 
this, then multinational companies can optimize their 
interest debt rates so that the interest expense can 
befully deductible expense for Taxable Income 
(PKP). Thus, the tax borne by the company will 
shrink. In the end, PMK No.169 / PMK.010 / 2015 
came out and finally set a limit on the ratio between 
debt and capital of 4: 1. \Until 2016, the ratio 
between debt and capital was released to any 
number which eventually made multinational 
companies practiced tax avoidance in their large 
groups. 

Indonesian companies that have a 
multinationality character have higher debt to equity 
values than companies that do not have this 
character. This can happen because the character of 
multinationality allows them to achieve profits that 
are greater than the value of the deductible interest 
expense, by utilizing different tax rates between tax 
jurisdictions. Indonesian companies can make 
profits when receiving loans from creditors located 
in locations that charge lower corporate tax rates 
from Indonesia. 

The result of this study is supported by research 
conducted by Taylor & Richardson (2013) which 
states that multinationality has a significant positive 
effect on tax avoidance practices. Research 
conducted by Nuraini & Marsono (2014) also proves 
the same thing with the result that multinational 
companies has a significant positive effect on thin 
capitalization considering that multinational 
companies usually implement efficient tax planning 
in all of their corporate entities, because with 
subsidiaries or branches companies that obtain 
foreign income will be involved in greater tax 
avoidance activities. Research conducted by 
Christiana (2015) also gives the same result, namely 
Indonesian companies that have the characteristics 
of multinationality, tax havens and tax uncertainty, 
are proven to have a higher value of debt to capital 
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ratio than companies that do not have these 
characteristics. 

 
The Effects of Utilizing Tax Haven on Tax 
Avoidance  
The second hypothesis in this study states that there 
is an effect of the utilization of tax haven on tax 
avoidance. Based on the result of the study proving 
that there is an effect between the utilization of tax 
haven on tax avoidance, the second hypothesis is 
rejected. The direction of the relationship between 
the utilization of tax haven and tax avoidance has a 
positive effect. This shows that the more subsidiaries 
or branches of companies placed in tax haven 
countries, the higher the possibility of tax avoidance 
practices. 

The result of this study is in line with agency 
theory which states that management has the desire 
to improve their personal and management interests 
will strive to minimize the company's tax burden in 
order to avoid a high tax burden.  Multinational 
companies set up companies in gray countries or tax 
haven countries in order to avoid taxes in Indonesia. 
Where in the country does not follow international 
tax regulations that make the country free to 
determine taxes and even not charge tax. This is 
used by multinational companies that have a large 
group network to place one or more companies in 
the country for investment purposes. 

The utilization of tax haven which partially has a 
significant effect on tax avoidance. This signifies 
that tax haven country is a gap for multinational 
companies to practice tax avoidance.  Indonesian 
companies that have subsidiaries in tax haven 
countries have a higher average debt ratio than 
companies that do not place their subsidiaries in tax 
haven countries. When Indonesian companies obtain 
loans from their subsidiaries in tax haven countries, 
then benefits of using interest loans to minimize 
group tax burden are maximized. Indonesian 
companies can reduce the interest expense with a 
high value, and interest income received by 
subsidiaries will not be subject to high taxes in tax 
haven countries. 

The very low tax rate or even the absence of 
taxation in tax haven country invited many 
multinational companies to invest there and even 
established branches or subsidiaries, including 
multinational companies in Indonesia. Researchers 
in processing the data of this study saw a large 
number of multinational companies that establish 
branches in several tax haven countries, such as the 
British Virgin Islands, Netherlands, Cayman Islands, 
Singapore, Panama, etc.  

The result of this study is in line with the 
research conducted by Taylor & Richardson (2013) 
which states that companies that have at least one 
subsidiary placed in tax haven countries have thin 
capitalization capital structure. Nuraini & Marsono 
(2014) also state things that are in line that 
multinational companies can use an entity in 
financing in tax haven to make safe tax deduction to 
pay interest debt by subsidiaries in countries that 
invest high tax rates. Even Christiana (2015) also 
states that the utilization of tax havens has a 
significant positive effect on tax avoidance.  

 
The Effect of Tax Uncertainty on Tax Avoidance 
The third hypothesis in this study states that there is 
an effect of tax uncertainty on tax avoidance. Based 
on the result of the study prove that there is an effect 
between tax uncertainty on tax avoidance, the third 
hypothesis is rejected. This shows that the company 
that publishes uncertainty in determining its income 
tax makes the company more likely to practice tax 
avoidance. 

The result of this study is in line with agency 
theory which states that the desire of management to 
improve their personal and management interests 
will strive to minimize the company's tax burden in 
order to avoid a high tax burden. In order to practice 
tax avoidance, multinational companies cover it by 
acknowledging that the company cannot definitively 
determine its income tax due to the interpretation of 
complex tax regulations. Even Desai & Dharmapala 
(2006) state that tax uncertainty can be used by 
company management as a tool to camouflage or 
cover up tax avoidance practices. Including in the 
practice of tax avoidance, tax uncertainty can be 
used for reasons where the company has difficulty in 
determining taxes due to capital structure. 

Researchers in this study see the tendency of 
companies that include uncertainty in determining 
taxes in the notes to financial statements are 
companies that have a corporate structure with 
subsidiaries and branches of the company more than 
five companies outside Indonesia, including placing 
them in tax haven countries. This is in accordance 
with the research conducted by Taylor & Richardson 
(2013) that companies with multinationality 
corporate structure, tax haven utilization, and tax 
uncertainty have a significant positive effect on thin 
capitalization. The result of this study is not in line 
with the research conducted by Christiana (2015) 
which states that there is a negative correlation 
between the tax uncertainty variable and thin 
capitalization. With the reason that when Indonesian 
companies disclose uncertainty in determining tax 
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value due to being in a legal process with the tax 
authority, it indirectly has a negative impact on their 
reputation. 
The Effect of (Corporate Social Responsibility) 
CSR Disclosure on Tax Avoidance 
The fourth hypothesis in this study is that CSR 
disclosure has a negative effect on tax avoidance. 
The result of research based on statistical tests in 
Table 4.4 show that CSR disclosure has a positive 
direction and does not affect tax aggressiveness, so 
hypothesis (H4) is rejected. Responsibility 
Corporate Social Responsibility is the process of 
communicating the social and environmental 
impacts of the organization's economic activities 
towards specific groups that have an interest in and 
towards society as a whole (Kuriah & Asyik, 2016). 
In this study, the disclosure of CSR carried out by 
companies does not affect the level of corporate tax 
avoidance, which means that the corporate CSR 
does not affect the company so that the company 
pays tax burden according to the tax rules or does 
not carry out tax aggressive actions. This shows that 
the disclosure of CSR done by companies is only to 
fulfil formal obligations. In which law No. 40 of 
2007 concerning Limited Liability Companies and 
Law No. 25 of 2007 concerning Investment requires 
the Company whose field of business is in or related 
to the natural resources sector to carry out social and 
environmental responsibility as well as if the 
company does not carry out social responsibility 
obligations will be subject to sanctions in 
accordance with the provisions of the legislation. 

The result of this study is similar to the result of 
studies conducted by Jessica & Toly (2014) and 
Napitu & Kurniawan (2016), where the research 
shows the results that the disclosure of CSR does not 
affect on tax avoidance. Jessica & Toly (2014) argue 
that based on the Indonesian conditions, the 
disclosure of CSR carried out by companies is still 
general and not detailed. Therefore, when compared 
with the CSR disclosure of GRI version 4.0 which 
has been very detailed, it will show that the level 

Disclosure of CSR in Indonesia is very low. 
Whereas Napitu & Kurniawan (2016) argue that 
companies do not focus on CSR disclosure as one of 
the efforts that can reduce the value of tax 
avoidance. For companies, CSR programs are still 
limited to the realization of a charity program that 
has not been able to empower the community. 
Unstable data is also a cause of insignificance in the 
relationship between CSR disclosure and tax 
avoidance. 

The result of this study opposes legitimacy 
theory, which in this theory explains that in order to 

get positive legitimacy from society, companies 
need to carry out social responsibility. One of them 
is through CSR activities carried out by the 
company. The disclosure of CSR is expected to 
bring positive legitimacy, but in reality, mining 
companies have not been able to prove that CSR 
disclosure can increase the legitimacy of society and 
government for companies because high or low 
disclosure of CSR by companies does not guarantee 
that companies have high or low tax avoidance. 

 

6 CONCLUSIONS 

Based on the results of research on multinational 
companies show unsatisfactory result, it is 
concluded that there is no significant effect of 
multinationality on tax avoidance. There is no 
significant effect on the utilization of tax haven on 
tax avoidance, there is no significant effect of tax 
uncertainty on tax avoidance, there is no significant 
effect on CSR disclosure on tax avoidance. 
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Abstract: The purpose of this paper is to test and prove empirically the influence of the characteristics of the board of 

directors on earnings management. The characteristics of the board of directors used in this study are 

Islamic education background, size, number of independent directors and the financial background of 

members of the board of directors. The research sample is Islamic banks in Indonesia during 2013-2017. 

Data is taken from annual reports which can be accessed on the Islamic bank website. The proxy used to 

measure the amount of earnings management uses Discretionary Loans Loss Provision (DLLP). The results 

of this study indicate no significant results. The characteristics of the board of directors have no influence 

on the practice of earnings management in Islamic banks. 

1 INTRODUCTION 

The phenomenon of earnings management is a 

common thing in companies and banks, and even 

Islamic-based banks also take part in the practice 

(Quttainah et al. 2013). Viewed from an Islamic 

perspective, earnings management is not in 

accordance with Islamic teachings because there are 

efforts to deceive the company's financial condition 

to investors, which will harm investors (Obid and 

Demikha, 2011). One effective way to reduce 

earnings management practices is by governance 

mechanisms (Jensen and Meckling, 1976). One part 

of the governance mechanism is the existence of a 

board of directors that acts as a link between 

interests between shareholders and company 

management and ensures compliance with 

accounting principles (Dechow et al. 1996; 

McMullen and Raghunandan, 1996), preventing 

fraud in financial statements (Beasley, 1996) and 

limiting earnings management practices that are 

likely to occur in companies (Klein, 2002; Xie et al., 

2003). One dimension in the board of directors is a 

board of directors who have an Islamic education 

background considering that earnings management 

practices are contrary to Islamic principles (Mersni 

and Ben Othman, 2015; Quttainah et al. 2013; 

Hamdi and Zarai, 2012; Ben Othman and Mersni, 

2014). The size of the board of directors also plays a 

role in reducing earnings management practices (Xie 

et al. 2003; Quttainah et al. 2013; Mersni and Ben 

Othman, 2015). Likewise the existence of 

independent directors can reduce the practice of 

earnings management (Liu, 2012; Taktak and 

Mbarki, 2014). The board of directors with an 

accounting education background are expected to 

reduce earnings management practices with their 

capabilities (Dechow et al., 1996; Klein, 2002; 

DeFond and Jiambalvo, 1993; Naser and 

Pandlebury, 1997). 

The purpose of this paper is to test and prove 

empirically the characteristics of the board of 

directors for earnings management. Since earnings 

management behavior is not in accordance with 

Islamic teachings, the board of directors are 

expected to play an important role in reducing 

earnings management practices. 

2 LITERATURE REVIEW 

There are many studies on the practice of earnings 

management in Islamic banks that are reviewed from 

the aspect of governance. Members of the board of 

directors who are members of AAOIFI play a role in 

reducing the practice of earnings management 

(Mersni and Ben Othman, 2015; Quttainah et al. 

2013; Hamdi and Zarai, 2012). But other studies 

show the opposite results (Kolsi and Grassa, 2016). 

Thus, the first hypothesis is: 

H1: There is a negative relationship between the 

board of directors who have an Islamic religious 

Fitri, V. and Siswantoro, D.
Board of Director and Earnings Management in Islamic Bank.
In Proceedings of the 1st Unimed International Conference on Economics Education and Social Science (UNICEES 2018), pages 1163-1166
ISBN: 978-989-758-432-9
Copyright © 2020 by SCITEPRESS – Science and Technology Publications, Lda. All rights reserved

1163



 

education background and earnings management 

practices. 

Large board size can reduce the practice of 

earnings management (Quttainah et al. 2013). But 

there are also studies that argue the opposite 

(Beasley, 1996; Dechow et al. 1996; Loderer and 

Peyer, 2002). So, the second hypothesis is: 

H2: There is a negative relationship between 

board size and earnings management practices in 

Islamic banks. 

The existence of independent directors can 

reduce earnings management practices (Quttainah et 

al. 2013). However, some studies have argued 

otherwise (Liu, 2012; Taktak and Mbarki, 2014). So, 

the third hypothesis is: 

H3: There is a negative relationship between the 

independent board of directors and earnings 

management practices. 

Members of the board of directors with a 

financial background can reduce earnings 

management practices using their abilities (Naser 

and Pandlebury, 1997). However, other studies have 

argued otherwise (Kolsi and Grassa, 2016; Xie et al. 

2002). Then the fourth hypothesis is: 

H4: There is a negative relationship between the 

board of directors and the financial background and 

practice of earnings management. 

3 RESEARCH METHOD 

The research method used is a quantitative empirical 

study. In this study, researchers will conduct panel 

regression statistical testing of the influence of the 

characteristics of the board of directors on earnings 

management in Islamic banks in Indonesia. The 

object of this research is Islamic banks in Indonesia 

in 2013-2017. The research instrument used was 

documentation. Research uses quantitative data 

sourced from secondary data, namely annual reports 

that can be accessed on the website of Islamic banks. 

In addition, information is collected that supports 

research through books, online access media 

(internet), and published information such as 

journals, theses, and dissertations relevant to 

research. The initial sample used in the study 

amounted to 11 Islamic banks in Indonesia. 

However, there is one Islamic bank that does not 

have an annual report in 2014. Thus, the final 

sample is 10 Islamic banks in Indonesia for 5 years, 

namely 2013-2017. 

The dependent variable in this study is earnings 

management. Measurement of earnings management 

To examine the relationship between the 

characteristics of the board of directors and earnings 

management in Islamic banks, following the 

approach taken by Ben Othman and Mersni (2014) 

and Mersni and Ben Othman (2015). This study uses 

a two-stage approach. In the first stage, using 

specific accruals to measure earnings management 

in Islamic banks. More specifically, using majority 

accruals in the banking sector, LLP. The proxy is 

divided into two components, namely discretionary 

and non-discretionary. Here's the form of the model 

equation: 

𝐿𝐿𝑃 = 𝑁𝑜𝑛 𝑑𝑖𝑠𝑘𝑟𝑒𝑠𝑖𝑜𝑛𝑎𝑟𝑖 𝐿𝐿𝑃 + 𝐷𝑖𝑠𝑘𝑟𝑒𝑠𝑖𝑜𝑛𝑎𝑟𝑖 𝐿𝐿𝑃 

Non-discretionary components that are part of 

LLP are the portion of accruals arising from changes 

in the bank's business conditions. Because this 

cannot be directly observed, it is estimated to use 

variables that reflect the level of losses in the loan 

portfolio. Just like Ben Othman and Mersni (2014), 

the Non Discretionary LLP (NDLLP) component 

was measured using a series of variables including 

the initial balance of Non Performing Loans (NPL), 

changes in NPL and changes in total loans. So, the 

model equation is as follows: 

𝐿𝐿𝑃𝑖𝑡 = 𝛽0 + 𝛽1𝑁𝑃𝐿𝑖𝑡−1 + 𝛽2∆𝑁𝑃𝐿𝑖𝑡 + 𝛽3∆𝑇𝐿𝑖𝑡 +
𝜀𝑖𝑡......................................................................................1 

Then, using the estimated coefficient from equation 

(�̂�0, �̂�1, �̂�2, �̂�3) we can calculate the non-

discretionary component of LLP, namely NDLLP: 

𝑁𝐷𝐿𝐿𝑃𝑖𝑡 = �̂�0 + �̂�1𝑁𝑃𝐿𝑖𝑡−1 + �̂�2∆𝑁𝑃𝐿𝑖𝑡 + �̂�3∆𝑇𝐿𝑖𝑡 +
𝜀𝑖𝑡…………………………………………………………2 

Finally, the discretionary component of LLP can be 

calculated through the difference between toral LLP 

and NDLLP estimates. So the estimation of the 

equation is as follows: 

𝐷𝐿𝐿𝑃𝑖𝑡 = 𝐿𝐿𝑃𝑖𝑡 − [𝛽0
^ + 𝛽1

^𝑁𝑃𝐿𝑖𝑡−1 + 𝛽2
^∆𝑁𝑃𝐿𝑖𝑡 +

𝛽3
^∆𝑇𝐿𝑖𝑡]……………………………………….......3 

then the equation uses the dependent variable and 

independent based on the hypothesis as follows: 

𝐷𝐿𝐿𝑃𝑖𝑡 = 𝛽0 + 𝛽1𝐵𝑂𝐷_𝐼𝑆𝐿𝐴𝑀𝑖𝑡 + 𝛽2𝐵𝑂𝐷_𝑆𝑖𝑧𝑒𝑖𝑡 +
𝛽3𝐵𝑂𝐷_𝐼𝑁𝐷𝐸𝑃𝑖𝑡 + 𝛽4𝐵𝑂𝐷_𝐹𝐼𝑁𝑖𝑡 + 𝛽5𝑆𝐼𝑍𝐸𝑖𝑡 +
𝛽6𝑅𝑂𝐴𝑖𝑡 + 𝛽7𝐶𝐴𝑅𝑖𝑡 + 𝜀𝑖𝑡…………………….........4 

Where: 

a. 𝐷𝐿𝐿𝑃𝑖𝑡 ∶ Discretionary loan loss provision 

for loans, investment, murabaha, 

musyarakah and mudharabah  to bank I in 

year t 
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b. 𝐵𝑂𝐷 − 𝐼𝑆𝐿𝐴𝑀 ∶ Percentage of board 

members who have Islamic education 

background in bank i in year  

c. 𝐵𝑂𝐷 − 𝑆𝑖𝑧𝑒𝑖𝑡 ∶ The size of the board of directors 

in bank I in year t, expressed as the number of 

board members in the bank i in year  

d. 𝐵𝑂𝐷 − 𝐼𝑁𝐷𝐸𝑃 ∶ Percentage of number of 

external directors on the board of directors in 

bank i in year t 

e. 𝐵𝑂𝐷 − 𝐹𝐼𝑁𝑖𝑡 ∶ Percentage of number of board 

members who have an financial background at 

bank i in year t 

f. 𝑆𝐼𝑍𝐸𝑖𝑡  : The size of the company is proxied by 

the logarithm of natural total assets in bank i in 

year  

g. 𝑅𝑂𝐴𝑖𝑡 : ROA is obtained from net income 

divided by total assets in bank i in year  

h. 𝐶𝐴𝑅𝑖𝑡 : CAR is determined by the formula for 

capital divided by risk weighted assets bank i in 

year t. 

4 ANALYSIS 

Descriptive Statistic 
Table 1: Statistic Descriptive. 

 

 
 

Table 1 provides the descriptive statistics for the 

variables used in those estimation during the period 

2013 to 2017. The mean of DLLP, measured as the 

residual value from equation (1), was 441190.1 with 

a minimum 11046.05 and maximum 6667881. The 

average board of directors who have an Islamic 

education background is 0.11 with a maximum of 1 

and a minimum of 0. The average board of directors 

size is 3.7 with a maximum of 6 and a minimum of 

2. While the average percentage of independent 

directors is 69% with a minimum of 50 % and 100% 

maximum. Board of directors who have a financial 

background have an average of 95% with a 

minimum of 60% and a maximum of 100%. 

Panel regression analysis  

Table 2: Panel Regression. 

 
Based on regression results, there are no 

significant variables on earnings management. 

Islamic education background has a positive but not 

significant effect. this result is not in accordance 

with previous research. So, this result is not in 

accordance with hypothesis 1. So is the variable size 

of the board of director. The regression results show 

a positive but not significant relationship. This result 

is in accordance with the Taktak and Mbarki (2014). 

Thus, hypothesis 2 is rejected. The number of 

independent directors has no significant effect on 

earnings management. The regression results show a 

positive but not significant relationship. This result 

is in accordance with Mersni and Ben Othman's 

(2015) study. Thus, hypothesis 3 is rejected. The 

number of members of the board of directors with a 

financial background also has no significant 

influence on earnings management. Regression 

results show a negative but not significant 

relationship. Thus, hypothesis 4 is rejected. 

This insignificant result can be caused by a small 

number of samples. It is necessary to do a similar 

study with more sample sizes. In addition, state 

conditions also play a role in these insignificant 

results. As is known, the growth of Islamic banks in 

Indonesia is something new, unlike other Islamic 

countries. So, the case of earnings management in 

Islamic banks is still considered normal. Possible 

perspectives that influence the actions of the board 

of directors in dealing with earnings management 

behavior. It is expected that the results of this study 

can make the board of directors more aware of 

earnings management behavior. 

5 CONCLUSIONS 

Based on the results of the study, the characteristics 

of the board of directors did not play a significant 

role in reducing the practice of earnings 

Board of Director and Earnings Management in Islamic Bank

1165



 

management in Islamic banks. However, these 

results cannot be generalized because the number of 

samples is small and carried out in only one country. 

Hopefully, further research can include more 

samples with various countries.  
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Abstract: The main objective of this study is to determine the influence of Management Change, Investment Decision, 
Audit Committee, Good Corporate Governance and Capital Structure on Firm’s Value. A sample of 15 firms 
listed on Indonesia Stock Exchange (ISE) for a period of 4 years from 2014-2017 was used. Data were sourced 
from annual reports of selected firms. The Multiple Linier Regression (MLR) statistical technique was used 
for data analysis and hypothesis testing. The study revealed that there is a significant influence of Management 
Change, Investment Decision, Good Corporate Governance and Capital Structure on Firms’ Value. But there 
isn’t a significant influence of Audit Committee on Firms’ Value. The study therefore recommends that 
Investment Decision and Capital Structure are optimized by firms to aid maximization of firms’ value.

1 INTRODUCTION 

All small firms, medium firms and large firms need 
funds to activate. Among them, large firms really 
need funds to do day to day operations and sometimes 
try to expand domestically and abroad for their 
activities. The main objective of the firms are to get 
much profit, to maximize their stockholders welfare. 
To make it succeed, they need funds to finance their 
operations and activities. It is important to improve 
the firms’ performance by changing the management, 
investment decision, creating Good  Corporate 
Governance, form Audit Committee and also good 
financing strategy such as arranging capital structure 
(financing source) which are devided into two: 
Reserve and retained earnings as the internal 
financing and long term loans, issuance of bond 
payables, common stock and preferred stock. 

Firms must choose the best Directors to manage 
the firm, investment decision should be done 
carefully. The aim of decision investment is to get 
high profit margin with certain risk. It is expected to 
increase firms’ value. It is also meant to increase 
stockholders’ welfare. Stockholders worth can be 
measured by stock price. it can be counted from 
amount of common stock outstanding times stock 
price at that time. Market price is reflected from 

various decision and policy done by management so 
it could be said that firms’ value is derived from 
management actions. According to the Cadbury 
Report, 1992, the Combined Code, 2003, 2006, and 
the FRC, 2016, a board of directors should 
established Audit Committee, Audit remuneration, 
Audit nomination , etc., to improve efficiency. This 
research aims to narrow down and focus on Audit 
Committee adoption as being one of the most 
important function of board of directors.  

A variety of research in financial management has 
been widely performed and contributed useful 
financial theory to science and management policies, 
such as the capital structure theory (Modigliani and 
Miller, 1958 and 1963) and agency theory (Jensen 
and Meckling, 1976) etc. Therefore, the activities 
within the company play an important role in the 
survival of the company. The main goal of the firms’ 
policy are commonly aimed at the development of the 
company by increasing fims’ value. 

2 THEORICAL FRAMEWORK 

At least eight theories and theoretical frameworks 
have been developed relating 6 factors influencing 
firms’ value (Kumar, 2007), these are: 
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1. Irrelevance Theory by Modigliani and 
Miller (M&M) in 1958 

2. Static Trade-off Theory (STT) by Myers and 
Majluf in 1984 

3. Asymmetric Information signaling 
framework by Ross in 1977 

4. Model based on agency cost by Jensen and 
Meckling in 1976 

5. Pecking Order Framework (POF) by Majluf 
and Meyers in 1984 

6. The legal environment framework of capital 
structure by La Porta et. al in 1997 

7. Target leverage framework or mean revision 
theory by Fisher et al in 1989 

8. Transaction cost framework by Williamson 
in 1988 

The principle of agency conflict and agency 
theory 

Agency theory is defined as “ one in which one or 
more persons (the principal (s)) engange another 
person (the agent) to perform some service on their 
behalf which involve delegating some decision 
making authority to the agent” (Jensen and Meckling, 
1976). 

The relationship between the principal and the 
agent possesses two major interdependent problems. 
The first is the problem of information asymmetry 
between the principal and the agent. The second is the 
possibility of conflict or a divergence of interest 
between the principal and the agent (Hill and Jones, 
1992). In term of divergence of interest, the agent 
does not necessarily make decisions in the best 
interests of the principal. The agent (manager) may 
prefer to persue their own personal objectives instead 
of primary objective of wealth maximization for 
shareholders (Huse, 2007; Eisenhardt, 1989; Berle 
and Means 1932). 

The formation of an audit committee by board of 
commissionaires is design to overcome agency 
problems and helps enhance the firms’ monitoring 
and effectiveness. However, Khosa (2017) indicates 
that the presence of an audit committee can mitigate 
the agency costs between managers and shareholders. 
Also, the establishment of an audit committee helps 
to align the interest of management with those of 
shareholders (Hillman and Dalziel, 2003). The 
establishment of an audit committee as part of best 
corporate governance practice helps to reduce agency 
costs and information asymmetry by ensuring that a 
firms’ activities are conducted in line with the 
expectations of the principal and agent. 

 

2.1 Prior Audit Committee Studies and 
Hypotheses Development 

The benefits gained by firms as a result of 
establishing an audit committee, prior studies indicate 
that the presence of an audit committee can have no 
impact or a negative impact on a firm. Empirical 
research by Khosa, (2017) indicates that audit 
committee independence is negatively associated 
with firm value. This research is consistent with the 
findings of Yermack (1996). He showed that the 
establishment of an audit committee board had a 
negative correlation to a firm’s Tobin’s Q.  

In contrast, Chan and Li’s (2008) research reveals 
that the establishment of these committee (audit, 
nominating and compensation) have a positive impact 
on firm value since their knowledge and experience 
can be shared during board meetings. Also, the 
information given by a committee can enhance the 
overall insight of a board of directors into their firm. 
However, given the mixed empirical evidence, this 
research predicts that audit committee can have either 
a positive or negative association with firm value. 
Henceforth, the main hypotheses to be tested are as 
follows: 
Ha1: there is a positive and statistically significant 
relationship between the existence of an audit 
committee and a firm’s value. 

 
2.2 Prior Institutional Ownership Study and 

Hypothesis Development 
Analyzing the effect of dominant institutional 
investors on firm value Mallorqui and Martin (2011) 
found that the ownership of investment funds is 
positively related to firm value but the ownership of 
banking institutions is negatively related to firm 
value. 

The existing empirical evidence regarding the 
relationship between institutional ownership of firm 
value remains inconclusive. McConnell and Servaes 
(1990) found a significant positive relationship 
between institutional ownership and Tobin’s Q.  
Consistent with these arguments, the following 
hypotheses is proposed: 
Ha2: There is a positive effect between institutional 
ownership and firms’ value 

 
2.3 Prior Capital Structure Study and 

Hypothesis Development 
Woolridge and Snow (1990), found a significant 
positive abnormal return at the level of 0.71% of the 
overall investment announcement. They are 
categorized into several types of investment 
announcement, joint ventures, R & D project, 
diversify markets/products, and capital expenditure. 
Significant positive market reaction and long term 
investments, the investment is more than 3 years. 
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Capital structure is one policy influencing firms’ 
value. According to Weston and Copeland (1997), 
capital structure is a permanent financing consist of 
long term liabilities, preferred stock and stockholders 
equity. Capital structure shows the proportion on 
using payables to finance the investments. Investors 
try to balance between risk and return.  

Research conducted Anuchitworawong (2000) 
after crisis in Thailand, and Guo (2006), found that 
capital structure has a negative and significant effect 
on Return On Asset (ROA). Rayan, K (2008) found 
financial leverage has a negative and significant 
effect on firm value. Salehi, M (2009) who conducted 
research in Iran, also found that financial leverage has 
a negative impact on corporate performance, While 
Bhatti, et al (2010), found that high levels of leverage 
that will create a high systematic risk and high 
volatility in stock prices. Henceforth, the main 
hypotheses to be tested are as follows: 
Ha3: There is a positive and statistically significant 
relationship between capital structure and firms’ 
value. 
 
2.4 Prior Investment Decision Study and 

Hypotheses Development 
The aim of investment decision is to get high profit 
margin with certain high risk. The highest of profit 
margin followed by the highest the management risk. 
It is expected that increasing firms’ value means 
increasing stockholders’ welfare. Capital expenditure 
related to investment policy, where the policy is part 
of the financial policies that have significance to 
make the value of the company increases. This policy 
is usually done when the company expanded the 
business by adding production capacity, 
modernization or building factories and capital 
budgeting changes. Woolridge and Snow (1990) has 
been treated as capital expenditure expansion of 
production capacity, plant modernization and 
changes in capital expenditure as capital expenditure. 
Henceforth, the main hypotheses to be tested are as 
follows: 
Ha4: There is a positive and statistically effect of 
investment decision on firms’value. 
 
2.5 Prior Management Changes Study and 

Hypotheses Development 
Management changes in a firm can also change the 
vision, mission and firms business strategies, and at 
last it needs organization restructuring. This changing 
is expected to increase value of the firm. Usually 
organization restructuring will be followed by 
management changes. Based on this description, the 
hypotheses is as follows: 
Ha5: There is a significant effect of management 
changes on firms value 

3 RESEARCH METHOD 

The research paper uses secondary data from 
www.idx.co.id  (annual report from food and 
beverage companies) and covers a 4-year period of  
15 financial firms’ annual reports (From December 
2014 to December 2017). The financial firms are 
focus on Food and Beverage Companies listed in 
Indonesia Stock Exchange. 

The firms were selected to be part of the sample 
by using the criteria that they have had 4 consecutive 
years of annual reports, and that the independent 
variables (Audit committee, institutional ownership, 
management changes, investment decision and 
capital structure), dependent variable (Tobin’s Q). 

The 15 firms generate 60 firm-year operations, 
which are sufficient to help answer the research 
questions and make a meaningful contribution to the 
firms’ value literature. Also, selecting data from 
2014-2017 is appropriate to the research objectives 
and the rationale behind this study.  

Data gathered were analyzed using regression 
analysis method. Regression analysis is a statistical 
tool for estimating relationships among variable 
especially when focus is on the relationship between 
a dependent variable and one or more independent 
variables. Regression is also used to understand if the 
independent variable is related to the dependent 
variable and to explore the form of this relationship 
and also infer the causal relationship (effect) between 
the variables (dependent and independent). However, 
the multiple linier regression method was specifically 
employed, using the Ordinary Least Squares (OLS) 
method to estimate the parameters. The Ordinary 
Least Squares (OLS) method was employed because 
it is the best linier unbiased estimator. 
 
3.1 The Regression Design 
The data given will be tested using the following 
regression model: 

 
Tobin’s Qit = ɑ0 + ɑ1 Audit Committeeit + ɑ2 
Institutional Ownership + ɑ3 Capital Structure + 
ɑ4 Investment Decision + ɑ5 Management 
Changes + εit  
 
Where: 
Tobin’s Qit for firm i at time t is the dependent 
variable used as a proxy for firm valuation. That 
is, Tobon’s Q will represent and serve as a firm-
based organisational valuation measure. The term 
ɑ0 is constant; ɑ1, ɑ2, ɑ3, ɑ4, ɑ5 are the 
independent variables. The last term εit is the 
model error for firm i at time t. 
 
(i) Dependent variable Tobin’s Q firm value 
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The dependent variable in this study is firm value, 
which has also been used in several prior studies; 
for example, (Agrawal and Knoeber, 1996; 
Yermack, 1996; Gompers et al., 2003; Klapper 
and Love, 2004; Beiner et al., 2006; Black et al., 
2006; Haniffa and Hudaib, 2006; Henry, 2008; 
Guest, 2009; Ntim et al., 2015; Krause and Tse, 
2016). Tobin’s Q represents the financial 
valuation of corporate governance structures by 
investors (outsiders), (Lindenberg and Rose, 
1981). Tobin’s Q is measured as the ratio of total 
assets minus the book value of equity plus the 
market value of equity to total assets (Chung and 
Pruitt 1994, Beiner et al., 2006). 
(ii) The  Independent variables in this study are 

Audit Committee, Institutional Ownership, 
Capital Structure, Investment Decision and 
Management Changes.  

 
3.2 Statistical Criteria 
It is necessary to check the goodness of fit of the 
model and the statistical significance of the eatimated 
parameter; the statistical criterion used to check the 
goodness of fit was the coefficient of determination 
(R2) and the T-tsest, Durbin Watson and F-test were 
the criteria used to check the statistical significance 
of the estimated parameters; the criteria are further 
explained below: 

1. T-test: this test was used to test the 
significance of the parameters estimated at (n-
k) degree of freedom, where n= number of 
observations and k = parameters. 

2. Coefficient of Determination (R2): this shows 
the percentage of the total variation of the 
dependent variable that can be explained by 
the independent variable (s). R2  shows the 
extent to which the independent variable 
influences the dependent variable. A high 
value shows a high degree of influence and 
vice versa 

3. F-test: this is used to test the significance of R2 

and thus test the significance of the model as a 
whole. 

If F-calculated is greater than F-tabulated, reject 
the H0 and if F-calculated is less than F-
tabulated accept H0 at 5% level of significance. 

4. Durbin-Watson statistic: This is mostly 
relevant when using time series data. This 
criterion was used to test whether there is any 
evidence of autocorrelation in the residuals of 
the time series regression. The statistics ranges 
from zero to four, a value of two or close to 
two indicates no autocorrelation in the sample. 
A value far less than two indicate positive 

correlation while a value greater than two 
indicate negative correlation. 

5. Audit committee connoted by AC is estimated 
by audit committee members in the firms. 
Institutional ownership is estimated by 
amount of institutional stocks or shares 
devided by total stocks times 100%. 
Management changes in this paper use dummy 
variable where 1 if management changes 
happened and 0 otherwise. Investment 
decision connoted by ID is proxied by Price 
Earnings Ratio (PER), estimated by stock 
price devided earnings per share times 100%. 
Capital structure or financial leverage 
connoted by CS is estimated by total debt/total 
equity, and its value is given in ratio. Firms’ 
value connoted by FV is estimated using 
market value of the shares of sampled firms, 
and its value is given. 

6. The listed firms are Food and Beverage period 
2014-2017, the firms have closing price data 
and the stocks are actively traded. The firms 
also have financial ratios as research variable 
measurements. 

4 ANALYSIS 

The results of the OLS regression are analysed in the 
table below. 
 

Table 1: Descriptive statistics 

Variables Mean Std.Dev. Observation 

AC 3.115 0.379 52 

IO 70.263 19.221 52 

MC 0.289 0.457 52 

ID 21.454 10.055 52 

CS 1.146 1.328 52 

FV 3.113 3.248 52 
Source: SPSS 22 

 
Table above highlights descriptive statistics of 

variables. Firm Value (FV) which is the dependent 
variable has a mean of 3,1154 and a standard 
deviation value of 3,24751. The mean value of Audit 
committee stood at 3,1154 and a standard deviation 
value of 0,37853. The mean value of Institutional 
ownership stood at 70,2625 and a standard deviation 
value of 19,2213. The mean value of Management 
changes stood at 0,2885 and a standard deviation 
value of 0,45747. The mean value of Investment 
Decision stood at 21,4538 and a standard deviation 
value of 10,05458. The mean value of Capital 
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structure stood at 1,1463 and a standard deviation 
value of 1,32821. The last column represents the 
number of samples in our observation. 
 

Table 2: Normality Test 

     

Unstandar-
dized 
Residual

N    52 
Normal Parameters Mean 0.000

  
Std. 
Deviation 

2.750 

   Absolute 0.178 
Most Extreme Positive 0.178

Difference Negative -0.104 

Kolmogorov-Smirnov Z    1.280 

Asymp.Sig (2-tailed)    0.075 
a.       Test distribution is 
Normal      

b.      Calculated from data      
Source: SPSS 22 

 
The asymp.sig (2-tailed) shows that p prob value 

0,075> 0,05. It means that normality assumption has 
been fulfilled.  
 

Table 3: Multicollinierity Test 
Model Collinearity Statistics
   Tolerance VIF 
(Constant)      

Audit Committee 0.943 1.060
Institutional Ownership 0.882 1.134
Management Changes 0.991 1.009
Investment Decision 0.849 1.178
Capital Structure 0.922 1.084

Source: SPSS 22 

 
All variables showed that Variance Inflation 

Factor Value are below 10 and Tolerance value are 
above 0,1. It means that there is no multicollinierity 
among the variables.  
 

Table 4: Autocorrelation Test 

Run Test 
Unstandardized 

Residual 
Test Value -0.3737 
Cases < Test Value 26 
Cases >= Test Value 26 
Total Cases 52 
Number of runs 28 
Z 0.,280 
Asymp.Sig (2-tailed) 0.779 

Source: SPSS 22 

 
Asymp.Sig (2-tailed) 0,779 > 0,05 shows that 

there is no autocorrelation from the model. 
 

Model Summary and Analysis of Result 
The result obtained from the preliminary ordinary 
least square estimation technique is presented below: 
 
Table 5: Ordinary Least Square Regression Result 
(Initial Output) 

Variable Coef. 
  

  T-Stat.   
  

Prob.  
Dep.        Indep.   

FV AC -0.167 -0.152 0.88

IO 0.058 2.577 0.013 

  MC 0.699 0.785 0.436

   ID 0.158 3.609 0.001

CS 0.549 1.728 0.091 

a. Dependent Variable: Firm Value 

R2 0.283 

Adj R2 0.205 

F-stat 0.007 
Source: SPSS 22 

 
The coefficient of determination (R2) with a value 

of 0,283 shows that about 0,283%  of  the total 
systematic variations in the dependent variable (FV) 
have been been explained by the explanatory 
variables taken together. The adjusted R-Square 
shows that after adjusting for the degree of freedom, 
the model could still explain about 0,205% of the total 
systematic variations in firm value (FV), while about 
79,5% of the systematic variation in firm value (FV) 
was left unaccounted for, which has been captured by 
the stochastic disturbance term in the model. This 
indicates a moderate fit of the regression line and also 
the model has a high forecasting power. On the basis 
of the overall statistical significance of the model as 
indicated by the F-statistics, it was observed that 
overall model was statistically significance since sig. 
value 0,007 < 0,005. On the other side, on the basis of 
the individual statistical significance, as shown by the 
t-statistic, it was observed that audit committee has 
Prob. Value 0,880; Institutional Ownership has 
Prob.Value 0,013; Management changes has 
Prob.Value 0,436; Investment Decision has Prob. 
Value 0,001 and Capital Structure has Prob. Value 
0,091. 
 
Hypothesis Testing 
In order to test the hypotheses of the study, the t-
statistic obtained from the regression result were 
used, the paper adopted 5% level of significance 
under the one-tailed test. Our decision rule is to 
accept the alternative hypothesis if Prob. Value is less 
than 0,005, otherwise we reject alternative and accept 
the null.  
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Hypothesis 1: 
Ha1:  there is a positive and statistically significant 
relationship between the existence of an audit 
committee and a firm’s value 

From the empirical analysis it was observed that 
Prob.Value from audit committee 0,633 and 
coefficient regression - 0,167, which states that audit 
committee influences negatively and not significant 
on firms value. 
 
Hypoyhesis 2: 
Ha2: : There is a positive effect between institutional 
ownership and firms’ value 

From the empirical analysis, it was observed that 
Prob. Value from Institutional ownership 0,05 and 
coefficient regression 0,058, means that Institutional 
ownership influence positively but not significantly 
on firms value. 
 
Hypothesis 3: 
Ha3: There is a positive and statistically significant 
relationship between capital structure and firms’ 
value. 

From the empirical analysis, it was observed that 
Prob. Value from capital structure  0,091 and 
coefficient regression 0,318, means that capital 
structure influence positively but not significantly on 
firms value. 

 
Hypothesis 4: 
Ha4: There is a positive and statistically effect of 
investment decision on firms’value 

From the empirical analysis, it was observed that 
Prob. Value from investment decision 0,001 and 
coefficient regression 0,158, means that investment 
decision influence positively and significantly on 
firms value.  
 
Hypothesis 5 
Ha5: There is a significant effect of management 
changes on firms value 

From the empirical analysis, it was observed that 
Prob. Value from management changes 0,436 and 
coefficient regression 0,999, means that management 
changes influence positively but not significantly on 
firms value. 

5 CONCLUSIONS 

The research examined the relationship among audit 
committee, institutional ownership, management 
changes, investment decision and capital structure on 
firms value. From all independent variables, only 
variable investment decision influence positively and 
significantly on firms value. 

Firm investment decisions are shown to be 
directly related to financial factors, and they also 
related to firms value. Investment decisions of firms 
with high creditworthiness are extremely sensitive to 
the availability of internal funds; less creditworthy 
firms are much less sensitive to internal fund 
availability` 
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Abstract: This study aims to analyze the effect of FDI on the gross domestic product (GDP) growth rate in ASEAN 
countries using the panel data method during the period of 2007-2016. This study uses ordinary methods 
least square (OLS). To estimate it used three models of approaches, namely common effect model (CEM), 
fixed effect model (FEM) and random effect model (REM). After the Chow test and Hausman test, the best 
model was obtained as a random effect model (REM). The results of the study show that the FDI (Foreign 
Direct Investment) has a positive impact on the GDP (Gross Domestic Product) growth in ASEAN.

1 INTRODUCTION 

Economic development for a developing country is 
the main instrument for achieving its national ideals. 
There are various indicators used to measure the 
success of this development including economic 
growth as measured by the number of Gross 
Domestic Product (GDP) of each country. In each 
country and international institutions such as the 
World Bank, the Asian Development Bank (ADB), 
and the IMF, use GDP / GDP as an indicator to 
measure the level of economic development of a 
country. Theoretically, it can be said that the more 
advanced economic development of a country the 
greater its GDP (both in total and per capita) so that 
the welfare of the community increases with the 
assumption of higher growth compared to 
population growth..  

The increase in ASEAN GDP that has occurred 
so far is not supported by the inequality of 
development that occurs in every country in 
ASEAN. This is due to differences in social 
structure, culture and the state of nature and human 
resources to carry out development in each country. 
Therefore, to move the regional economy of 
countries in ASEAN, the Government of each 
country must cooperate with each other and try to 
explore domestic sources of funding and also seek 
sources of foreign financing as a complement so that 
development can be carried out optimally. 

Harrod and Domar provide an important role in 
the formation of investment in the process of 
economic growth of a country. Investment is 
considered an important factor because it has two 
characters or two roles simultaneously in influencing 
the economy, namely: First, investment plays a role 
as a factor that can create income, meaning that 
investment affects the demand side. Second, 
investment can increase economic production 
capacity by increasing capital stock, meaning that 
investment will affect the supply side. 

In the theory of development it is known that 
investment and GDP growth rate of a country has a 
positive influence. This positive relationship can 
occur, because if a country's investment continues to 
be encouraged it will increase the amount of capital 
and encourage an increase in output so that it will 
eventually increase the country's economic growth 
or GDP. And in this study only discussed the 
variable Foreign Direct Investment / Foreign Direct 
Investment (FDI) and GDP growth. In this case 
investment is a function of (GDP). 

 

2 THEORETICAL STUDY 

2.1 Foreign Direct Investment (FDI) 
Foreign investment is an effort to increase the 
amount of capital for economic development 
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sourced from abroad. Salvatore (1997) explains that 
FDI consists of; 1) Portfolio investment (portfolio 
investment), namely investment that involves only 
financial assets, such as bonds and stocks, which are 
denominated or valued in national currency. These 
portfolio or financial investment activities usually 
take place through financial institutions such as 
banks, investment fund companies, retirement 
foundations, etc .; 2) Foreign Direct Investment, is a 
PMA which includes investment into assets in the 
form of building factories, procuring various kinds 
of capital goods, purchasing land for production 
purposes, and so on. Wiranata (2004) argues that 
foreign investment directly can be considered as one 
of the important sources of economic development 
capital. All countries that adhere to an open 
economic system generally require foreign 
investment, especially companies that produce 
goods and services for export purposes. In 
developed countries like America, foreign capital 
(especially from Japan and Western Europe) is still 
needed to spur domestic economic growth, avoid 
market sluggishness and create job opportunities. 
Especially in developing countries like Indonesia 
and almost all countries in ASEAN, foreign capital 
is needed especially as a result of insufficient 
domestic capital. For this reason, various policies in 
the field of investment need to be created in an effort 
to attract foreign parties to invest in developing 
countries.  

In an effort to attract foreign investors to invest 
specifically in developing countries, the government 
continues to improve promotional activities, both 
through sending envoys abroad and increasing 
collaboration between national private parties and 
foreign private sector. 

The strategic ASEAN region is certainly the 
reason for the strong flow of foreign investment into 
countries in the region even though the investment is 
not spread evenly due to various factors such as 
differences in area size, population size and 
differences in available resources. 

Based on the data, that for countries in ASEAN 
in general shows the condition of the amount of 
fluctuating FDI from year to year. Some countries 
such as Brunei even have a downward trend and the 
Philippines with an increasing trend. Singapore is 
the country with the highest level of foreign 
investment in ASEAN. Whereas Laos and Brunei 
are countries with a relatively low level of foreign 
investment when compared to other countries in 
ASEAN 
 
2.2 Gross Domestic Product (GDP) 
In the economy of a country there is an indicator that 
is used to assess whether the economy is going well 
or badly. Indicators in assessing the economy must 

be used to find out the total income earned by 
everyone in the economy. The right and appropriate 
indicator in making measurements is the Gross 
Domestic Product (GDP). In addition, GDP also 
measures two things at the same time: the total 
income of all people in the economy and the total 
expenditure of the state to buy goods and services 
resulting from the economy. The reason GDP can 
measure total income and expenditure is because for 
an economy as a whole, income must equal 
expenditure. The definition of GDP is the market 
value of all final goods and services produced in a 
country in a period. However, in GDP there are 
some things that are not included such as the value 
of all activities that occur outside the market, 
environmental quality and income distribution. 
Therefore, GDP per capita which is the amount of 
GDP when compared to the population in a country 
is a better tool that can tell us what happens to the 
average population, the standard of living of its 
citizens (Mankiw, 2006). 

Gross Domestic Product (GDP) is the most 
concerned economic statistics because it is 
considered the best single measure of people's 
welfare. The underlying reason is that GDP 
measures two things at the same time: the total 
income of all people in the economy and the total 
expenditure of the state to buy goods and services 
resulting from the economy. The reason GDP can 
measure total income and expenditure is because for 
an economy as a whole, income must be equal to 
expenditure (Mankiw, 2006: 5). 

Based on the data obtained it can be seen that the 
total GDP receipts of countries in the Southeast Asia 
region from year to year continue to increase. 
Indonesia is a country with the largest total GDP 
income in ASEAN. Whereas Laos is the country 
with the lowest GDP. 
 
2.3 Literature Review 
The effect of FDI on GDP growth is positive in Sri 
Lanka (Balamurali and Bogahawatte, 2004), Nigeria 
(Adegbite and Ayadi, 2010), Asia (Tiwari and 
Mutascu, 2011), and Bangladesh (Adhikary, 2011). 
FDI can also have a negative effect on primary 
sector economic growth such as in OEDC countries 
(Alfaro, 2003). In fact, FDI can not affect economic 
growth as in Pakistan (Falki, 2009).  

Based on the description above, this study tries 
to answer the problem of whether there is an 
influence of FDI on economic growth in ASEAN 
countries which can depend on the economic, 
technological, and institutional conditions of the 
country where FDI is invested. 
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3 RESEARCH METHOD 

This study aims to examine the effect of foreign 
investment (FDI) on GDP growth in ASEAN 
countries during the 2007-2016 period. The 
countries that are the object of research are ASEAN 
countries (Brunei Darussalam, Cambodia, Indonesia, 
Laos, Malaysia, Myanmar, the Philippines, 
Singapore, Thailand and Vietnam). 

This study uses secondary data with the type of 
panel data (a combination of time series and cross 
section data) sourced from the world bank site 
during the period 2007-2016. 

 Analysis of the effect of foreign investment 
(FDI) on GDP growth in ASEAN during the 2007-
2016 period using the Generalized Least Square 
(GLS) method and the model specifications are as 
follows: 

 
GDPit = α0 + α1 FDIit + µit 

 
Where :  
GDP : Gross Domestic Product  
FDI : Foreign Direct Investment  
α0  : Constantas 
α1 : Regression Coefficient 
µ : error term 
i  : Country  
t : Year 
 

To estimate the type of panel data it is 
recommended to use the method through three 
models of approaches, namely common effects 
model (CEM), fixed effects model (FEM) and 
random effects model (REM). Basically the use of 
panel data methods has several advantages 
(Wibisono, 2005), including; 1) The data panel is 
able to take into account the heterogeneity of 
individuals explicitly by allowing individual specific 
variables; 2) The ability to control individual 
heterogeneity then makes panel data can be used to 
test and build more complex behavior models; 3) 
The panel data are based on repeated cross-section 
observations (time series), so the panel data method 
is suitable for use as a study of dynamic 
adjudication; 4) The high number of observations 
has implications for data that are more informative, 
more varied, the colinearity between variables 
decreases and the degree of freedom-df increases, so 
that estimation results can be obtained more 
efficiently; 5) Panel data can be used to study 
complex behavior models; 6) Panel data can 
minimize the bias that might be caused by 
aggregation of individual data.  

     These advantages have implications for not 
having to test classic assumptions in the panel data 
model (Verbeek, 2000; Gujarati, 2003; Wibisono, 
2005; Aulia, 2004). 
 

4 RESULT AND DISCUSSION 

To analyze the panel data model is done through 
several stages starting with determining the panel 
data analysis model that is appropriate to be 
interpreted. 
 
4.1 Assumption of Data Panel Regression 
The Data Panel Regression Method will give the 
results of the estimation that is the Best Linear 
Unbiased Estimation (BLUE) if all of the Gauss 
Markov assumptions are fulfilled including non-
autorrelation. 

It is this non-autocorrelation that is difficult to 
fulfill when we analyze the panel data. So that 
parameter estimation is no longer BLUE. If panel 
data is analyzed by approaching time series models 
such as transfer functions, then there is information 
on the diversity of unit cross sections that are 
ignored in modeling. One of the advantages of panel 
data regression analysis is considering the diversity 
that occurs in the unit cross section. 

 
4.2 Determining the Panel Data Regression 

Estimation Method 
To choose the most appropriate model there are 
several tests that can be done, including: 
1)  Chow Test 
 Chow test is a test to determine whether the 

Common Effect (CE) model or Fixed Effect (FE) 
is the most appropriate to be used in estimating 
panel data. If Result: H0: Choose PLS (CE); H1: 
Choose FE (FE) 

2)  Hausman Test 
 Hausman test is a statistical test to choose 

whether the Fixed Effect or Random Effect 
model is best used. If Result: H0: Select RE; H1: 
Select FE 

3)  Test the Lagrange Multiplier 
 The Lagrange Multiplier (LM) test is a test to 

determine whether the Random Effect model is 
better than the Common Effect (PLS) method 
used. If Result: H0: Choose PLS; H1: Select RE 
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4.3 Analysis of the Effect of FDI on Total GDP 
in ASEAN 

Chow test 
Performed to see the estimation model that should 
be used between the Common Effect Model (CEF) 
and the Fixed Effect Model (FEM) 

The results can be seen in table 1 below: 
 

Table 1: Chow Test 
Redundant Fixed Effects Tests  

Equation: Untitled  

Test cross-section fixed effects 

Effects Test Statistic   d.f.  Prob.

Cross-section F 
126.31451
2 (9,89) 0.0000

Cross-section Chi-square 
262.27375
7 9 0.0000

Source : Eviews output 
 

From the table above the value of Chi-square 
Prob Cross-section 0.000 is smaller than the 95% 
significant level (0.0000 <α = 0.05), then H1 is 
accepted which means the fixed effect model is the 
best model used for estimation. 
 
Hausman Test 
Performed to see the estimation model that should 
be used between Fixed Effect Model (FEM) and 
Random Effect Model (REM) 
 

Table 2: Hausman Test 
Correlated Random Effects - Hausman Test 

Equation: Untitled  

Test cross-section random effects 

Test Summary Chi-Sq. Stat 
Chi-Sq. 
d.f. Prob.

Cross-section random 0.045 1 0.83
Source : Eviews output 
 

From the table above, it can be seen that the 
Prob Shi-SQ Statistic value of 0.8326 is greater than 
α = 0.05 (0.8326> 0.05), meaning H1 is rejected, so 
the more appropriate model to analyze the effect of 
FDI on GDP is Random Effect Model (REM). 

 
 
Random Effect Model (REM) 
As the result of Hausman test estimation, it is found 
that the best model used in this study is Random 
effects model (REM), so to analyze the effect of 
Foreign Investment (FDI) on total GDP in ASEAN 
countries using REM (random effects model). 
 

 
 

Table 3: Estimated REM model 
Dependent Variable: GDP  

Method: Panel EGLS (Cross-section random effects)

Sample: 2007 2016  

Periods included: 10  

Cross-sections included: 10  

Total panel (balanced) observations: 100 

Swamy and Arora estimator of component variances 

Variable Coef Std. Error t-Stat Prob.  
FDI 4.207303 0.776787 5.416292 0.0000 

C 1.67E+11 7.62E+10 2.184009 0.0313 

 Effects 
Specification 

  

   S.D. Rho 

Cross-section random 2.39E+11 0.9337 

Idiosyncratic random 6.37E+10 0.0663 

Weighted 
Statistics  

R-squared 0.232125 Mean dependent var 1.72E+10

Adjusted R-
squared

0.224290 S.D. dependent var 7.20E+10

S.E. of 
regression

6.34E+10 Sum squared resid 3.94E+23

F-statistic 29.62501 Durbin-Watson stat 0.306644 

Prob(F-statistic) 0.000000   
Source : Eviews output 
 

From the table of estimation results, the 
regression equation in this study is made as follows: 
 

GDP = 1.67 + 4.20FDI 
 
Based on the model, the coefficient of determination 
(R2) is 0.232125, which means that the overall 
independent variable, namely Foreign Investment 
(FDI) can explain the variation in the total GDP of 
ASEAN countries by 23.21% and the remainder 
explained by other variables outside the model. 

The estimation results show that the FDI variable 
has a positive and significant influence on the GDP 
growth of ASEAN countries at a 90% confidence 
level. The coefficient value is 4.21 which means that 
every increase in FDI of 1%, Cateris Paribus, will 
encourage ASEAN's total GDP to increase by 4.21 
percent. These empirical results are in line with the 
hypothesis which states that there is a positive 
influence between investment and total GDP growth. 

These empirical results reinforce the study 
conducted by Balamurali and Bogahawatte in 2004 
which concluded that there is a positive relationship 
between FDI and the GDP growth in Sri Lanka and 
research from Adhikary (2011), where FDI has a 
positive effect on GDP growth in Bangladesh which 
means that there are similarities in countries in Asia. 
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5 CONCLUSIONS 
 

5.1 Conclusions  
Based on the results of the analysis carried out, it 
can be concluded that foreign investment has a 
significant influence on GDP growth in ASEAN 
with a positive influence, which means that if 
foreign investment rises, it will increase the total 
GDP of ASEAN countries. 
 
5.2 Suggest 
Based on the conclusions obtained, some 
suggestions can be made, among others, countries in 
the Southeast Asia must continue to increase 
investment in their country to be able to explore the 
economic potential in their country to achieve the 
desired growth and of course the cooperation of each 
state government is needed ASEAN countries to 
achieve progress, prosperity and common prosperity 
in Southeast Asian countries. 
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Abstract: The purpose of Accounting is to provide user quantitative information, primarily on financial of an 
economic entity that is intended to be useful in decisions making for external and internal parties, among 
various other alternatives. The main purpose of accounting theory is to provide a basis for predicting and 
explaining accounting behavior and events. A different approach has been adopted by accounting 
researchers and academics to formulate accounting theory. The traditional approach being used for the 
formulation of accounting theory has applied one of the normative or descriptive methodologies, theoretical 
or non-theoretical approaches, deductive or inductive reasoning, and has a focus on the concept of 
"fairness", "social welfare", or "economic welfare". The traditional approach has developed into an eclectic 
approach and is now replaced by a more recent approach that stands out among them is a regulatory 
approach that can technically be considered as the embodiment of accounting standards. Accounting can be 
described as a business language. The development of Accounting Standards in Indonesia began in the 
period 1973-1984 by forming an Indonesian Accounting Principles Committee. By the end of 1994 the 
committee made an improvement of Indonesia's accounting principles. In order to apply the new accounting 
standard, by the end 1995 the Indonesian Accountants Association continue the improvement. Until the end 
of 2008 the number of IFRS adopted had only 10 IFRS standards from a total 33 standards, the Financial 
Accounting Standards continuing the improvement continuously, both completion and additions of new 
standards. 

1 INTRODUCTION 

Accounting has a conceptual theoretical framework 
that forms the basis of the implementation of its 
techniques, this conceptual basic framework consists 
of standards (techniques, principles) and practices 
that have been accepted by the public because of 
their usefulness and logic. There are different 
approaches to formulation accounting theory and 
one of them is the regulatory approach. The 
regulatory approach is the embodiment of 
accounting standards. This approach is based on the 
suggestion that accounting theory must be developed 
by first identifying account users and then finding 
out what information they need. The lack of 
consistency in what constitutes accounting theory, 
however, makes the results problematic. 

It is recommended that this approach will enable 
us to assess current accounting practices and help 

guide the development of new procedures, thus 
satisfying the objectives of accounting theory 
(Hendriksen, 1994). If this user group is willing to 
express its response to a financial report, important 
materials will appear in the discussion and analysis 
of accounting standards that are valid or not yet 
regulated so that applicable accounting standards 
will be continuously up to date in accordance with 
the wishes of most of the users. Both of these groups 
have contributed to the formulation of accounting 
standards (Simanjuntak, 2018) 

Financial Accounting Standards are provisions 
that regulate business entities to compile financial 
statements. Indonesia has its own accounting 
standards generally accepted in Indonesia. 
Accounting principles or standards that are generally 
used in Indonesia are compiled and issued by the 
Indonesian Institute of Accountants. The Indonesian 
Accountants Association is an accountant 
professional organization in Indonesia (Putra, 2018). 
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Accounting standards dominate the duties of 
accountants. These standards are constantly 
changing, deleted, and / or added both in the United 
States and in other countries. Standards provide 
practical and easy instructions related to the duties 
of accountants. Standards are generally accepted as 
company rules, followed by sanctions for non-
compliance. 

The history of accounting is an evolutionary 
study of what we think of accounting practices that 
occur and institutions involved in the accounting 
field itself. The history of the development of 
accounting is very important to learn to know the 
development of accounting from time to time to 
predict accounting developments in the future. 
Meanwhile in Indonesia, accounting practices were 
introduced in the Dutch colonial era by an 
organization called Amphioen Society based in 
Jakarta around the seventeenth century. This 
bookkeeping practice is named the Double Entry 
Bookkeeping system developed by Luca Pacioli. 
(Simanjuntak, 2018) 

Accounting standards will constantly change and 
develop in accordance with the times and demands 
of society. Some reasons for the importance of 
standard accounting standards (Belkaoui, 1986) as 
follows: 
1. Can present information about financial 

information, achievements, and activities of the 
company. In this case the information compiled 
must be based on common accounting standards 
which are expected to have clear, consistent, 
reliable and comparable characteristics. 

2. Give guidelines and regulations to work for 
accountants so that they can carry out their duties 
carefully, independently, and can devote their 
expertise and honesty through the preparation of 
accounting reports after checking the accountant. 

3. Providing a data base to the government about 
various information that is considered important 
in tax calculations, regulations about the 
company, planning and economic regulations, 
and increasing economic efficiency and other 
macro objectives. 

4. Can attract severe experts and practitioners in the 
field of accounting theory and standards. In this 
case, the more standards that are issued, the more 
controversy and the more excited it is to debate, 
polemic and conduct research. 
The formulation of the problem from this 

research is:  
1. What is the Regulatory Approach to the 

Formulation of Accounting Theory in Indonesia? 
2. How the Development of Accounting Standards 

in Indonesia? 
3. How to compare the use of accounting standards 

in the European Union and in Indonesia? 

 
The purpose of this study is: 
1. To find out the Regulatory Approach for the 

Formulation of Accounting Theory in Indonesia. 
2. To find out the development of accounting 

standards in Indonesia. 
3. To find out the comparison of the use of 

accounting standards in the European Union and 
in Indonesia. 

2 DISCUSSION 

2.1 Accounting Standards 
Accounting standards are concepts, principles, 
methods, techniques, and others that are deliberately 
chosen on the basis of a conceptual framework by 
the standard drafting body (or authorized) to be 
applied in an environment or country and set forth in 
the form of official documents to achieve the 
objectives of the country's financial 
reporting.(Suwardjono, 2005) 

Accounting standards are official statements 
issued by the competent body regarding the 
concepts, principles and methods set out as the main 
guidelines for accounting practices. Accounting 
standards are an important problem in the profession 
and all report users have an interest in them. 
Therefore, the mechanism for preparing accounting 
standard standards must be arranged in such a way 
that it can provide satisfaction to all interested 
parties to the financial statements. This accounting 
standard will constantly change and develop 
according to the development and demands of the 
community. There are four reasons why accounting 
standards are made (Belkaoui, 2006): 
1. The standard provides information about the 

financial position, work and organization of a 
company to users of accounting information. 
This information is considered clear, consistent, 
reliable and comparable. 

2. Standards provide guidelines and rules of action 
for public accountants that enable them to apply 
caution and audit company reports and prove the 
validity of these reports. 

3. Standards provide databases to the government 
regarding various variables that are considered 
very important in the implementation of taxation, 
corporate regulation, economic planning and 
regulation, as well as increasing efficiency and 
other social goals. 

4. Standards foster interest in principles and 
theories for those who have attention in 
accounting disciplines. 
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2.2 The Nature of Accounting Standards 
The nature of accounting standards dominates the 
duties of an accountant. These standards are 
constantly changing, deleted, and / or added both in 
developed countries and developing countries. 
Standards provide practical and easy instructions 
related to the duties of accountants.  
 
2.3 Purpose of Making Accounting Standards 
There are several reasons why standards must be 
made, among others, namely: 
1. Standards provide information about the 

financial position, performance, and organization 
of a company to users of accounting information. 

2. Standards provide guidelines and rules of action 
for public accountants that enable them to apply 
the principle of prudence and freedom in 
"selling" their expertise and integrity in auditing 
company reports and proving the validity of 
these reports. 

3. Standards provide databases to the government 
regarding various variables that are considered 
very important in the implementation of taxation, 
company regulation, economic planning and 
regulation, and increasing economic efficiency 
and other social goals. 

4. Standards foster interest in principles and 
theories for those who have attention in 
accounting disciplines. 

 
2.4 Purpose of Setting Accounting Standards 
A standard may be beneficial for one party, but it 
can also harm the other party. This is a form of 
social choice. This choice encourages standard 
compilers to adopt the process of politicians in order 
to obtain accommodation. If social welfare is used as 
a criterion in accepting a standard, a serious question 
arises that relates to the legitimacy of the 
membership of a standard drafting board that is not 
through election. This question determines the 
approach to justice in accounting policy. 
 
2.5 Entities with an Interest in Accounting 
Standards 
Entities with an interest in Accounting Standards 
are(Belkaoui, 2006): 
1. Individual and public accounting office 
2. American Institute of Certified Public 

Accountants (AICPA) 
3. American Accounting Association (AAA). 
4. Financial Accounting Standards Boards (FASB). 
5. Securities and Exchange Commission (SEC). 
6. Other Professional Organizations. 
7. Users of Financial Statements. 
 
 

2.6 Legitimacy of the Process of Preparing 
Accounting Standards 
Legitimacy of the Process of Preparing Accounting 
Standards is (Belkaoui, 2006): 
1. Pessimistic Prognosis 

The legitimacy of the standard setting process is 
sometimes associated with its ability to create an 
optimal accounting system, that is, a system 
whose expectation of return to a user who applies 
an optimal decision strategy is greater than or 
equal to a similar return from another alternative 
system. 

2. Optimistic Prognosis 
Cushing provides an optimistic prognosis 
regarding the large number of responsibilities of 
optimal accounting principles, provided that 
assumptions from heterogeneous users and 
underlying assumptions paradox Arrow are not 
used (abandoned). 

Bromwich offers the possibility of a partial 
accounting standard; standard for one or more 
accounting problems, which are made isolated from 
standards or other accounting problems. 
Chamber chose to exclude economics that Demski 
described as impossible. The Chamber proposes an 
idea that assumes the existence of norms or 
standards that apply to certain situations. 
measurements with close values. 
 
2.7 Approach in Standard Determination 
Determination of standards is a social choice so that 
an essay standard may be beneficial to certain 
parties and harm others. Most issues related to 
political accountability are sensitive due to them: 
1. The need for accounting standards arises when 

there is conflict; 
2. Accounting information can affect the level of 

prosperity of its use. 
In determining standards there are two approaches, 
namely: 
1. Representative Faithfulness. 
2. Economic Consequences. 
Two approaches that can be used in determining 
accounting standards are: 
1. Free Market Approach 

This approach is based on the assumption that 
accounting information is an economic 
commodity similar to other goods or services. 
Thus accounting information will be influenced 
by the strength of demand and supply.  

2. Regulatory Approach 
This approach argues that market failure or 
information is asymmetrical in relation to 
quantias and quality. Supporters of this approach 
believe that market failure can be seen in the 
following factors: 

3. Regulatory Theory 
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The existence of a crisis in determining standards 
has led to the emergence of accounting regulation 
policies. Therefore the demand for a policy or 
standard such as this is driven by the crisis that 
emerges, the standard determinant responds by 
providing the policy. (Belkaoui, 1986) said that 
regulation is generally assumed to be designed and 
operated for the sake of existing industrial interests.  

There are two regulatory theories in the industry, 
namely: 
1. Public Interest Theory 
2. Interset Group Therory. 
The public interest theory holds that regulation is 
needed in response to public demand for inefficient 
and unfair market practices. While the theory of 
group interest holds that regulation is provided in 
response to requests from certain groups to 
maximize their income.  
 
2.8 Strategy for Establishing Accounting 
Standards for Developing Countries 
Developing countries have accounting systems that 
are relatively inadequate and less reliable and 
institutes are generally new and untested. The 
standard setting process in developing countries 
does not follow a unique and appropriate strategy for 
each country. There are four types of strategies that 
can be identified: 
1. Evolutionary Approach; 
An evolutionary approach consists of an isolationist 
approach to making standards in which developing 
countries develop their own standards without 
interference or outside influence.  
2. Development through the transfer of 
accounting technology; 
Development through the transfer of accounting 
technology can result from the operations and 
activities of international accounting firms, 
multinational companies, and academics practicing 
in developing countries or various international 
agreements and cooperative agreements that request 
the exchange of information and technology. 
3. Application of international accounting 
standards; 
Use of International Accounting Standards. A 
strategy that is also available to developing countries 
is to join the International Accounting Standards 
Committee (IASC) or the previously identified 
international standards body and apply the overall 
provisions. 
4. The development of accounting standards is 
based on an analysis of accounting principles and 
practices in developed countries against the 
background of the underlying investment. 
 
 
 

2.9 Financial Accounting Standards 
Financial Accounting Standards are Financial 
Accounting Standard Statements and Interpretations 
of Financial Accounting Standards issued by the 
Standards Board of the Indonesian Institute of 
Accountants and the Sharia Standards Board of the 
Indonesian Accountants Association and regulations 
of the capital market regulator for entities under 
their supervision. 

Financial Accounting Standards are the results of 
the formulation of the Indonesian Accounting 
Principles Committee in 1994 replacing the 
Indonesian Accounting Principles in 1984. SAK in 
Indonesia is an application of several existing 
accounting standards such as International 
Accounting Standards (IAS), International Financial 
Accounting Standards (IFRS), Accounting Standards 
Entity Finance Without Public Accountability, 
Generally Accepted Accounting Principles (GAAP). 
In addition there are also Statements of Islamic 
Financial Accounting Standards and also 
Government Accounting Standards. 

In addition to the uniformity of financial 
statements, accounting standards are also needed to 
facilitate the preparation of financial statements, 
facilitate auditors and facilitate financial report 
readers to interpret and compare the financial 
statements of different entities. In Indonesia the 
Financial Accounting Standards applied will be 
based on IFRS in 2012. International Financial 
Reporting Standard (IFRS) is an international 
financial reporting standard issued by the 
International Accounting Standards Board (IASB), 
an independent organization registered in America 
but based in London, England (Sitorus and Ardiati, 
2014). 

Fewer differences between Financial Accounting 
Standards in Indonesia and IFRS can provide 
benefits to stakeholders in Indonesia. Companies 
that have public accountability, regulators that seek 
to create the necessary infrastructure, especially in 
capital market transactions, and users of financial 
statement information can use the Financial 
Accounting Standards as a guide in improving the 
quality of information produced in financial 
statements. 

The preparation and revocation of the Financial 
Accounting Standards must follow the due process 
procedure stipulated in the Organizational 
Regulation of the Indonesian Accountants 
Association. The process includes: identification of 
issues; issue consultation with the Financial 
Accounting Standards Consultative Council (if 
needed); doing limited research; discussion of 
Financial Accounting Standard material; ratification 
and publication of exposure drafts; conducting 
public hearings; implementation of limited hearing 
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(if needed); discussion of public input; and 
ratification of Financial Accounting Standards. 
While the preparation of technical bulletins and 
annual improvements is not required to follow the 
entire stages of the due process procedure(Indonesia, 
2018). 

 

3 PROBLEM ANALYSIS 

3.1. Development of Accounting Standards in 
Indonesia 
In 1973-1984, the Indonesian Accounting 
Association formed the Indonesian Accounting 
Principles Committee to set accounting standards, 
which became known as the Indonesian Accounting 
Principles. 

In 1984-1994, the Indonesian Accounting 
Principles Committee fundamentally revised the 
Indonesian Accounting Principles of 1973 and then 
published the Indonesian Accounting Principles in 
1984. Towards the end of 1994, the Indonesian 
Principles of Accounting began to make major 
revisions to the Indonesian Accounting Principles by 
announcing additional accounting standards and 
issuing interpretation of the standard. The revision 
resulted in 35 statements of financial accounting 
standards, most of which were harmonized with the 
IAS issued by the IASB. 

In 1994-2004, there was a change in Qibla from 
US GAAP to IFRS, this was demonstrated since 
1994, it has become a policy of the Financial 
Accounting Standards Committee to use the 
International Accounting Standards as a basis for 
establishing Indonesian financial accounting 
standards. And in 1995, IAI made a major revision 
to implement new accounting standards, most of 
which were consistent with IAS. Some standards 
adopted from US GAAP and others are self-made. 

In the 2006-2008 period, IFRS Phase 1 
convergence, from 1995 to 2010, the Financial 
Accounting Standards book continued to be revised 
continuously, both in the form of improvements and 
additions to new standards. The revision process was 
carried out six times on 1 October 1995, 1 June 
1999, 1 April 2002, 1 October 2004, 1 June 2006, 1 
September 2007, and version 1 July 2009. In 2006 at 
the congress of the Indonesian Institute of 
Accountants X in Jakarta it was determined that full 
IFRS convergence would be completed in 2008. The 
target at that time was to be fully compliant with all 
IFRS standards in 2008. But on the way it was not 
easy. Until the end of 2008 the number of IFRS 

adopted had only reached 10 IFRS standards out of a 
total of 33 standards. 

 
3.2. Use of Accounting Standards in Advanced 
Countries and in Developing Countries 
The adoption of accounting standards in this case 
IFRS has been carried out in several countries, 
including in the European Union, which requires all 
listed companies to prepare consolidated financial 
statements in accordance with IFRS, while in the 
UK standards resembling IFRS are needed to avoid 
problems with registered companies not listed on the 
stock exchange and IFRS is considered a challenge, 
which ultimately welcomes IFRS to reduce 
differences between accounting standards in the UK 
and IFRS. 
1. England 

Financial accounting standards in the UK are 
corporate law and the accounting profession. The 
activities of companies established in the United 
Kingdom are broadly governed by a deed 
referred to as company law.  
Financial Reporting 
United Kingdom financial reporting is among the 
most comprehensive in the world.  
Accounting Measurement 
The UK allows both the acquisition and merger 
methods to record accounting for business 
combinations. 

2. Netherlands 
Regulations in the Netherlands remained liberal 
until 1970. The law was part of a large program 
of changes in the field of corporate law and was 
introduced in part to reflect the harmonization of 
corporate law within the European Union that 
occurred.  
Financial Reporting 
Mandatory financial statements must be prepared 
in Dutch, but in English, French and German can 
be accepted.  
Accounting Measurement 
Dutch accounting measurements have flexibility, 
this can be seen by allowing the use of present 
value for tangible assets such as inventory and 
depreciated assets.  

3. Germany 
Before 1998, Germany did not have the function of 
establishing financial accounting standards as 
understood in English-speaking countries. The 
German Accounting Standards Committee (GASC) 
or in German (Deutches Rechnungslegungs Standard 
Committee or DRSC) was established shortly 
thereafter and was immediately recognized by the 
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Ministry as the authority in setting standards in 
Germany. 

Broadly speaking, accounting in Germany is 
similar to systems in the United Kingdom and the 
United States. However, it is important to note that 
the GASB standard is a mandatory recommendation 
that only applies to consolidated financial 
statements. The GASB was formed to develop a 
German standard that complies with international 
accounting standards. In 2003 the GASB 
implemented a new strategy and aligned its work 
program with the IASB's efforts to achieve 
convergence of accounting standards globally. 
Financial Reporting 
In the Accounting Act of 1985 determine the 
provisions of accounting, auditing and financial 
reporting that vary according to company size.  
Accounting Measurement 
The German Accounting Standards (GAS) are more 
stringent when compared to Handelsgesetzbuch 
(HGB) in the case of consolidated financial 
statements, applying GAS 4, the revaluation method 
must be used. 

 

4 CONCLUSION 

1. Regulatory Approach to the Formulation of 
Accounting Theory in Indonesia 
The regulatory approach used for the establishment 
and implementation of existing standards turns out 
to be based on broad principles and can be 
contrasted with comparisons between the pros and 
cons of relevant theories, and then chosen on the 
basis of standard drafting bodies. 
2. Development of Accounting Standards in 
Indonesia 
The development of Indonesian Accounting 
Standards began in the period 1973-1984 by forming 
an Indonesian Accounting Principles committee. 
Towards the end of 1994 the committee made a 
major revision of Indonesia's accounting principles 
by producing 35 Statement of Financial Accounting 
Standards. In the 1995 period the Indonesian 
Accountants Association then revised it again to 
apply the new accounting standard. From 1995 to 
2010, the Financial Accounting Standards book has 
been continuously revised, both in the form of 
improvements and additions to new standards. And 
in 2006 at the congress it was determined that full 
IFRS convergence would be completed in 2008. The 
target was full compliance with all IFRS standards 
in 2008. Until the end of 2008 the number of IFRS 

adopted had only reached 10 IFRS standards out of a 
total of 33 standards. 
3. Use of Accounting Standards in the European 
Union and in Indonesia 
In the European Union countries have now adopted 
the use of IFRS starting from 2005, even though the 
decision to adopt the use of accounting standards has 
been proposed since 2002. While accounting 
standards in Indonesia are currently not fully 
adopted (full adoption) International Financial 
Reporting Standard (IFRS) . Current accounting 
standards in Indonesia refer to (United Stated 
Generally Accepted Accounting Standard (US-
GAAP), but in some articles have adopted 
harmonization IFRS 
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Abstract: PT. Toba Pulp Lestari is a paper production company founded in 1983 in Porsea sub-district. PT. Toba Pulp, 
one of the companies that applies Corporate Social Responsibility, is a company's commitment to build a 
better quality of life together with related parties, especially the surrounding communities and the social 
environment in which the company is located in an integrated manner with its business activities in a 
sustainable manner. The purpose of this study was to determine the application of Corporate Social 
Responsibility (CSR) and the impact on the profitability of PT. Toba Pulp Lestari, Tbk. The method of data 
collection used is documentation and literature study. The research method used in the study was 
descriptive. The results of the study show that PT. Toba Pulp Lestari, Tbk, which every year pays for CD 
(Community Development) / CSR funds by 1% of net sales. To implement CSR means the company issues 
a number of costs. Final costs will be burdensome which reduce perceptions as high as profitability of 
companies will decrease. Still, by implementing CSR, the corporate image will increase both the loyalty of 
consumers to the highest level. This results in a level of profitability that will affect the indirect results.

1 INTRODUCTION 

In maintaining its existence, the company should be 
separated from the community as its external 
environment. There is a reciprocal relationship 
between the company and the community. Every 
company around the world will prepare various 
planned activities to improve the existence of the 
company and become a Good Bussiness company. 

One of them is by implementing Corporate 
Social Responsibility (CSR) activities. CSRis an 
agreement from The World Business Council for 
Subtainable Development (WBCSD) in South Africa 
in 2002 aimed at encouraging all companies in the 
world to create sustainable development 

CSR is transparent in expressing activities which 
is conducted by companies related to social 
activities, where disclosure is only limited to 
company financial information, but is also expected 
to provide information about the impacts caused by 
company activities, especially those related to the 
environment and problems social 

Guaranteed sustainability of the company if the 
company conducted by  its responsibilities is not 
only limited to shareholders but the company must 

also pay attention to the social and the environment 
that becomes the company's operations 

The community will give a negative response to 
the company that is considered not to pay attention 
to the economic, social and environmental 
conditions. This negative response from the 
community will threaten the sustainability of the 
company. 

At present economic decisions are taken only by 
considering the performance of the financial 
information which is realized to be irrelevant by 
investors and company management. The purpose of 
this study is to determine the social responsibility 
accounting at PT. Toba Pulp Lestari, Tbk and 
recognize of social responsibility activities. And 
recognize the impact of Corporate Social 
Responsibility (CSR) on profitability at PT. Toba 
Pulp Lestari, Tbk. 
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2 THEORICAL FRAMEWORK 

2.1 Stakeholder Theory 
Friedman (1962) in (Ghozali, Imam, dan Chariri, 
2007) stated that the company's main goal is to 
maximize the prosperity of its owners. So according 
to him, stakeholders are only defined as owners. In 
the end, the Stakeholder Theory emerged by 
Freeman (1983) in (Ghozali, Imam, dan Chariri, 
2007) which explained the involvement and role of 
stakeholders in promoting CSR towards the 
company. According to him, stakeholders consisting 
of customers, competitors, merchant associations, 
media, environment, distributors, government, 
consumer protection institutions, local communities, 
and business people have active participation that is 
very much needed in the successful implementation 
of CSR. This makes the existence of a company 
strongly influenced by the support provided by 
stakeholders to the company (Ghozali, Imam, dan 
Chariri, 2007) 

Stakeholder theory considers the position of 
stakeholders more powerful. This stakeholder group 
is the main consideration for companies in 
disclosing and / not disclosing information in 
financial statements. In view of stakeholder theory, 
companies have stakeholders, not shareholders 
(Belkaoui, Ahmed Riahi, 2006). 

Corporate Social Responsibility is a corporate 
strategy to satisfy the desires of stakeholders, the 
better disclosure of Corporate Social Responsibility 
by the company, the stakeholders will be more 
satisfied and will give full support to the company 
for all its activities aimed at raising performance and 
achieving profit.  
 
2.2 Legitimacy Theory 
The legitimacy theory and stakeholder theory are 
theoretical perspectives that are within the 
framework of the theory of political economy. 
Because the influence of the wider community can 
determine the allocation of financial resources and 
other economic sources, companies tend to use 
environment-based performance and disclosure of 
environmental information to justify or legitimize 
corporate activities in the eyes of the public (Gray, 
Rob, 1995)  

(Ralf, 2007) revealed that the explanation of the 
strength of the organization's legitimacy theory in 
the context of corporate social responsibility in 
developing countries is twofold; First, the capability 
to place profit maximization motives makes a clearer 
picture of the motivation of the company to increase 
its social responsibility. Second, the legitimacy of an 
organization can be to include cultural factors that 
form different institutional pressures in different 

contexts. Legitimacy can provide a powerful 
mechanism for understanding voluntary disclosures 
for the environment and social activities carried out 
by the company, and this understanding will lead to 
critical public debate, furthermore the legitimacy 
theory shows researchers and the wider community 
of ways to be more sensitive to the content of 
disclosure company (Tilling, 2004) 

Corporate Social Responsibility practices carried 
out by the company aim to align themselves with 
community norms. With good disclosure of 
Corporate Social Responsibility, it is expected that 
the company will gain legitimacy from the 
community so that it can improve performance 
aimed at achieving corporate profits. 
 
2.3 Signaling Theory 
According to (Harahap, 2007) signal theory 
(signaling theory) explains why companies have the 
urge to provide financial reports to external parties. 
The company's push to provide information is 
because there is information asymmetry between 
company management and outsiders (investors) 

The company will present an annual report on the 
company's CSR activities or reports on the 
implementation of GCG (Good Corporate 
Governance) in the company. 

The purpose of this additional report is to provide 
additional information about the company's activities 
as well as a means to provide signals to stakeholders 
on other matters, for example providing signals 
about the company's concern for the surrounding 
area, or a sign that the company is not only provide 
information based on regulatory provisions but 
provide more information for stakeholders. These 
signals are expected to be positively accepted by the 
market so as to be able to influence the company's 
market performance reflected in the market price of 
the company's shares. 

According to Morris in (Harahap, 2007), 
information asymmetry can occur if one party has a 
more complete signal of information than the other 
party. Information asymmetry occurs if management 
does not convey all information obtained in full so 
that it affects the value of the company reflected in 
changes in stock prices because the market will 
respond to existing information as a signal. 

According to (Drever, 2016) signaling theory 
emphasizes that the reporting company can increase 
the value of the company through its reporting. 
 
2.4 Corporate Social Responsibility (CSR) 
Conceptually, there are many notions of social and 
environmental responsibility, better known as 
Corporate Social Responsibility (CSR). 

According to Lako in the book CSR and Reform 
of the Business & Accounting Paradigm (Lako, 
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2011), CSR is a continuing commitment of a 
company to be economically, legally and ethically 
responsible for the impacts of its economic actions 
on the community and the environment and 
proactively make efforts sustainable efforts to 
prevent potential negative impacts on society and the 
environment and improve social and environmental 
quality 

A world organization The World Business 
Council for Sustainable Development (WBCSD) in 
(Belkaoui, Ahmed Riahi, 2006) defines CSR as 
follows: 

 “Continuing Commitment by business to be 
have ethically and contribute to economic 
development while improving the quality of life of 
the workforce and their families as well as of the 
local community and society at large.”  

According to the CSR Study Circle, the 
definition of CSR is the earnest effort of business 
entities to minimize negative impacts and maximize 
the positive impact of their operations on all 
stakeholders in the economic, social and 
environmental spheres to achieve sustainable 
development goals. 

According to (Agus, 2011) that corporate 
responsibility is not only limited to economic 
responsibility, namely how to maximize profits to 
increase shareholder equity, but also must be 
socially responsible and environmentally ( 
environmental responsibility) integrally. 

 
2.5 Corporate Social Responsibility Reporting 
CSR disclosure itself is interpreted as part of the 
social responsibility accounting that communicates 
social information to stakeholders. The disclosure or 
reporting of CSR implementation is reported in the 
Sustainability Reporting. Sustainability reporting is 
a practice of measurement, disclosure and 
accountability efforts of organizational performance 
in achieving sustainable development goals. 
Sustainability reporting must provide a balanced and 
reasonable picture of the sustainability performance 
of an organization, both positive and negative 
contributions 

Nationally applicable guidelines are regulations 
that apply in Indonesia. Corporate Social 
Responsibility has been ratified as the company's 
obligation in Article 74 of Law Number 40 of 2007 
concerning Limited Liability Companies (Company 
Law) on July 20, 2007 (UU Perseroan Terbatas No. 
40 Tahun 2007, 2007) and Government Regulation 
No. 47 of 2012 concerning Social Responsibility and 
Environment of Limited Liability Companies (PP 
47/2012) 

According  (Harahap, 2007), explained three (3) 
form corporate social responsibility,  “(a) Corporate 

Philanthoropy, (b) Corporate Responsibility, dan (c) 
Corporate Policy”. 

In addition there are 5 (five) possible areas where 
social responsibility is located, namely (1) Net Profit 
Contributions, (2) Donations to the environment, (3) 
Public Donations, (4) Donations to Human 
Resources, (5) ) Product or Service Contribution. 

According to Thomas W Zimmerer in a book 
written by Suryana (2006: 18) there are several 
kinds of accountability, namely: " 
1) Responsibility to the environment, 
2) Responsibility to employees, 
3) Responsibility to customers,  
4) Responsibility to investors,  
5) Responsibility to the community " 

Corporate Social Responsibility (CSR) is a 
mechanism for an organization to voluntarily 
integrate attention to the environment and socially 
into its operations and its interactions with 
stakeholders, which exceeds organizational 
responsibility in the legal field. The company's 
social responsibility is expressed in a report called 
Sustainability Reporting. Sustainability Reporting is 
reporting on economic, environmental and social 
policies, the influence and performance of 
organizations and their products in the context of 
sustainable development. 

3 RESEARCH METHOD 

The data used by the author is secondary data, 
namely annual report PT. Toba Pulp Lestari, Tbk in 
2014-2017, company profile, company brief history, 
company organizational structure. Sources of data 
obtained through various sources, namely literature, 
articles, internet sites relating to research conducted. 

Data collection techniques in this study are 
library documentation and study.The variable and 
operational definition variable on this study is as 
follows: 
1. Corporate Social Responsibility (CSR) is a 

concept that organizations, especially (but not 
only), companies are having various forms of 
responsibility towards all stakeholders, 
including consumers, employees, shareholders, 
communities and the environment in all aspects 
company operations that cover economic, social 
and environmental aspects 

2. Profitability or ability to obtain profits is a 
measure of the percentage used to measure the 
extent of the firm to produce a level that can be 
received. On research profitability is proxied by 
ROA (Return on Assets) 
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The data analysis technique used in this study is 
descriptive data analysis technique, which is an 
analytical method that describes a situation 
objectively, so as to obtain a solution to a problem 
faced by the company. 

4 ANALYSIS 

The approach and stages of the PT CSR program. 
Toba Pulp Lestari, Tbk namely Joint Community 
Planning: 
1. Hold a Meeting with Community Leaders and 

Village Representatives. 
2. Make an agreement on the type of program as 

needed: Integrated Agriculture Program (IFS), 
namely: livestock, fisheries, agriculture; 
infrastructure; education; health and others. 

3. Implement the program in accordance with the 
agreement with the community. 

 
The form of Corporate Social Responsibility 
implemented by PT Toba Pulp Lestari is Community 
Development 
 
CSR program activities in 2014-2016: 
- Community relation 
- Community services  
PT Toba Pulp Lestari's assistance in education in the 
form of assistance in the right to grant scholarships 
to outstanding students, and repair of elementary 
school buildings in Pangombusan village, Siruar 
Village, in Tangga Batu I village and development 
of PAUD schools in North Siantar Village 
-Community Empowering 
Implementation programs related to providing wider 
access to the community to support their 
independence, such as the formation of cooperatives 
managed by the community. And providing direct 
assistance to the community such as giving 
livestock, and assistance in agriculture. 
 
The company management, sets the social costs 
incurred by PT. Toba Pulp Lestari Tbk which is 
equal to 1% of net sales. Comparison of social costs 
to net sales from 2014 - 2016 can be seen in table 1 
below: 
 
 
 
 
 
 

Tabel 1: PT. Toba Pulp Lestari, TbkComparison of social 
costs to net sales Tahun 2014 – 2016 

Year Net Sales Social Cost Proporsi 

2014 Rp. 1.503.505. 
018.608,99 

Rp. 
15.035.050.186,089 

1 % 

2015 Rp. 
1.327.644.239. 
093,14 

Rp. 
13.276.443.390,913 

1 % 

2016 Rp. 
1.157.635.388. 
115,83 

Rp. 
11.576.353.881,158 

1 % 

Tabel 2: CSR Disclosure PT. Toba Pulp Lestari, Tbk  
2014-2016 

Descriptions 2014 2015 2016 

Economics 5 6 5 
Environment 9 17 19 
Labour 3 7 11 
Human rights 0 0 0 
Social 1 1 1 
Product 0 0 1 

Total 18 31 37 

Index CSR 0.22 0.39 0.46 

Of the overall indicators above, the results 
obtained in 2014 were 18, 2015 had an increase of 
31, and in 2015 had an increase of 37. For the CSR 
Index obtained by the company in 2014 was 0.22. In 
2015 it began to increase to 0.39. In 2016 also had 
an increase from the previous year to 0.46 

 
To measure company profitability by using 

Return On Assets (ROA). ROA gives an idea of how 
much efficient management is in using its assets to 
generate profits 

Tabel 3: Calculation of ROA at  PT. Toba Pulp Lestari, 
Tbk 

Year Net Profit Total Aset ROA 

2014 USD 1.575 USD 330.234 0,47 % 

2015 (USD 2.752) USD 333.904 (0,824 %) 

2016 USD 37.492 USD 339.428 11,046 % 

Source : PT Toba Pulp Lestari, Tbk 

5 RESULTS 

PT Toba Pulp Lestari Tbk has been established since 
1983 under the name of PT Inti Indorayon Utama in 
Parmaksian District, this company is engaged in the 
manufacture of pulp. Since the establishment of this 
company, there have been many conflicts with the 
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community. This happens because the company does 
not carry out its corporate social responsibility 

Since operating again in 2003 to become PT 
Toba Pulp Lestari this company has a new paradigm 
that will be run by the company. The company 
implements Corporate Social Responsibility starting 
from a commitment in the new paradigm in 2003 
namely: 
1. Use of environmentally friendly technology 
2. Sustainable management of forest resources 
3. Social responsibility: 

a. Prioritizing the son of the local area 
b. Cooperating with business partnerships 

with local communities 
c. Set aside funds for social contributions for 

community development by 1% of Net 
Sales per year 

4. Accepting independent institutions to oversee 
the implementation of the company's new 
paradigm. 

 
To implement CSR means the company will 

spend a number of costs. Same is the case with PT. 
Toba Pulp Lestari, Tbk, which annually issues CD / 
CSR funds of 1% of net sales. This results in a level 
of profitability that will affect and also affect the net 
profit (loss) of the company. 

The accounting treatment for the Company's 
CSR is the CSR costs incurred by the company 
listed in the company's profit and loss report which 
shows that it is recorded as other expenses in the 
company's profit and loss statement. 

6 CONCLUSIONS 

1. In general, CSR at PT. Toba Pulp Lestari has 
been implemented based on the applicable 
provisions, namely the provisions of Law 
Number 40 of 2007 concerning Limited 
Liability Companies as a regulation that covers 
the implementation of CSR corporate social 
responsibility in Indonesia and Government 
Regulation Number 47 of 2012 concerning 
Social and Environmental Responsibilities of 
Limited Liability Companies as regulations 
implementation. 

2. The implementation of the PT. Toba Pulp 
Lestari, Tbk with a variety of programs 
implemented, namely the use of 
environmentally friendly technology, 
sustainable forest resource management, 
prioritizing local area sons to become company 
employees, conducting business partnerships 

with local communities, setting aside funds 
contributing an average of 1% of net sales per 
year as social costs incurred 

3. The CSR of PT Toba Pulp Lestari has a role in 
community welfare including: 
a. Through Community Relations 
b. Through Community Service 
c. Through Community Empowering 

4. Implementation of corporate social 
responsibility or CSR of PT. Toba Pulp Lestari 
as a whole has had a positive influence on the 
community, both communities around the area 
of the company operate 

5. It can be concluded that social accounting or 
accounting for social responsibility is a report or 
new obligation that must be included in the 
financial statements of each company which 
will be a reflection or description of the 
condition of the company in the short term and 
especially the long term. 
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Abstract: The database that is not yet integrated makes the payroll process at PT X often hampered because data 
collection is late in entering HR payroll. Supporting data related to the payroll process at PT X are still in 
the form of excel and hardcopy. The purpose of this study is to design human resource management and 
payroll with a self-service approach at PT X. Human resources management and payroll information 
systems with a self-service approach are expected to produce information supporting the payroll process 
that facilitates the payroll system in collecting and processing payroll data. The self-service approach is 
intended to make employees as entities that play an active role in information systems for managing human 
resources and payroll so they can manage their data in real time. The study was conducted qualitative 
research method with in-depth interviews, observations, and literatures studies. In this study, the type of 
data used is primary data. The method used to design human resources management and payroll information 
systems is the initial six phase of Framework for the Application of System Thinking method. This research 
will also explain about comparison total cost of ownership between implementations using cloud based 
compared to on-premise. The results of this study are expected to provide a design of information systems 
for human resource management and payroll with a self-service approach that can be used by company to 
minimize the risks that might occur in the payroll process and make the process effective and efficient. 

1 INTRODUCTION 

One of the business processes in the company is the 
human resource cycle and payroll which consists of 
several business processes, such as the process of 
recruiting, training, paying, evaluating, promoting, 
and laying off employees from the company 
(Romney and Steinbart, 2018). Human resource 
information systems make it easier to store and 
analyze human resource information, with a self-
service system enabling employees to access 
frequently accessed information, such as personal 
data, salary, benefits, training, and deductions easily 
(Decenzo et al, 2016). Rahimzai & Teruhiko (2018), 
in their research applied a web-based Employee 
Self-Service module that allows employees, together 
with professionals in the human resources 
department to manage employee databases. 

Generally, digitizing HRIS has produced a well-
integrated HR database and built in a coordinated 
way using software database management 
techniques (Tomanna et al., 2018). 

Currently supporting data is related to the payroll 
process, such as employee data information, 
employee attendance data, and other supporting data 
(overtime, leave, other benefits, incentives, 
employee deductions, etc.) PT X is still in excel and 
hardcopy, so HR payroll must reprocess the 
information and data in accordance with the format 
provided by the Apisoft application (HR payroll 
system). The HR Payroll and Compensation Benefit 
Supervisor (2018) said that often the process was 
hampered because of late data collection into the HR 
payroll, the database that has not been integrated 
causes the process to be longer because it has to 
match the data.  
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According to Sirkemaa (2015), information 
technology infrastructure may be seen as a basic 
technology platform for other systems used in 
various business activities and processes. This study 
designed an information system for human resource 
management and payroll with a self-service 
approach at PT X. The analysis of total cost of 
ownership was done to determine which 
infrastructure is better in implementing information 
systems for human resource management and 
payroll with a self-service approach at PT. X. 

2 THEORICAL FRAMEWORK 

This study only focuses on the cycle of human 
resources or payroll cycle, as explained in the 
previous chapter. According to Romney and 
Steinbart (2018), states that human resource 
management activities are limited to information 
about hiring, transfer, training, and gathering 
information about the use of working time that 
occurs every day.  

Payroll cycle activities are based on Romney and 
Steinbart (2018), there are five input sources to the 
payroll system, namely HRM Department, 
Employees, Various Deputies, Banks, Government 
Agencies, and Other Companies.  
 

System modeling includes process modeling and 
data modeling of the data Flow Diagrams (DFD) 
which are translated into Context Diagrams, 
Functional Decomposition Diagrams (FDD), Entity 
Relationship Diagrams (ERD), and user interface. 

The total cost of ownership (TCO) was 
developed by Bill Kirwin, director at the Gartner 
group (Gartner Inc.) in 1987, an information 
technology research company and United States 
advisory firm based in Stamford. All costs 
associated with the use of computer hardware and 
software include administrative fees, licensing fees, 
distribution and configuration, hardware and 
software updates, training and development, 
maintenance, technical support, and all other costs 
associated with obtaining, implementing, operation, 
maintenance and improvement of computer systems 
in organizations. Using the TCO approach, total 
costs can be calculated from sum of Up-front costs 
with Operational costs (Mtebe and Raisamo, 2014). 

According to the National Institute of Standards 
and Technology (NIST) quoted from Erl et al. 
(2013), "Cloud computing is a model for enabling 
networks that are ubiquitous, convenient, and on 
demand access to a collection of shared computing 
resources that are easily managed (such as networks, 
servers, storage, applications, and services) that can 

be quickly available and released with the minimum 
effort of management or service provider interaction. 
Whereas the on-premise definition is a type of 
software delivery model that is installed and 
operated from in-house servers and customer 
computing infrastructure. It uses the organization's 
original computing resources and only requires a 
copy of the software licensed or purchased from an 
independent software vendor (Erl et al., 2013). 

3 RESEARCH METHOD 

This study used a qualitative research methodology 
with case studies to analyze access and inclusion in 
organizational services (Yin, 2014). Case studies are 
used in order to answer the questions that 
researchers ask related to the ineffectiveness of the 
payroll process at PT X. 

The data source used in this study is primary 
data. Primary data is a direct source of data 
(Sugiyono, 2015). According to Sunyoto (2013), 
primary data is original data collected by researchers 
to answer their research problems specifically. The 
data used in this study was collecting by obtained 
directly from field observation activities, interviews 
with informants, and related parties who directly 
manage payroll data, including the HR department 
head, HR payroll and compensation benefit 
supervisor, and HR administration staff. 

All data obtained will be analyzed using system 
development methods, namely the FAST 
(Framework for the Application of Systems 
Technique) method. FAST consists of 8 stages, 
namely scope definition, problem analysis, 
requirement analysis, logical design, decision 
analysis, physical design and integration, 
construction and testing, and installation and 
delivery (Whitten and Bentley, 2007). The section 
focused on this research is only the initial 6 phases. 
In the decision analysis phase, a comparison analysis 
of on-premise cloud is carried out using the Total 
Cost of Ownership method. 

4 ANALYSIS AND DESIGN OF 
INFORMATION SYSTEM 

4.1 Scope Definition 

The payroll system is part of the human resource 
management system. Activities carried out from the 
payroll system are processes of data from the 
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management of human resources. The input source 
of the payroll process is data that comes from many 
actors. Based on the results of interviews, 
documentation and observations of the author, the 
following analysis of the scope of the problems that 
occur in the human resource management system 
and payroll PT X using the PIECES framework. 
 Performance 

Data collection is late in entering HR Payroll, so 
it requires integration of payroll systems with 
human resource management systems so as to 
speed up the salary calculation process. 

 Information 
There are some data that are not filled, tucked, 
and not inputted, so data input is needed 
automatically through a website-based system 
with verification notifications via e-mail. 

 Economics 
Storage of information supporting data on the 
payroll process that still uses hardcopy meets the 
storage filling cabinet, so that it is necessary to 
store information on supporting data for the 
payroll process in an online database. 

 Control or Security 
The HR payroll section is often overtime at the 
payroll period because the database is not yet 
integrated so it needs to be re-validated to avoid 
human error, so that the employee self-service 
approach allows employees to do all matters 
relating to human resource management online. 

 Efficiency 
Management of the payroll process supporting 
data cannot be managed by each employee at any 
time, so a system is needed for employees to do 
all matters relating to human resource 
management online without the need for 
departmental admin assistance. 

 Services 
Providing employee salaries often experiences 
delays because the supporting data for the salary 
calculation process are still done manually, so 
that an information system for human resource 
management and payroll is needed that is able to 
provide the payroll process supporting data 
quickly and accurately. 

4.2 Problem Analysis 

Based on the scope of the problems identified in the 
previous phase, an analysis of the problems, 
impacts, and problem solving related to the 
information system of human resource management 
and payroll is done manually as follows: 

 The problem with the number of manual 
support forms for payroll processes that have an 
impact on the payroll process supporting data 
becomes incomplete and takes time in 
recording, required payroll process support 
forms are made with electronic forms (e-Form), 
and approval processes are also conducted 
through the system information on management 
of human resources and payroll whose 
notifications will be directly connected to e-
mail. 

 Long time process problems in managing 
human resource data have an impact on the 
payroll process supporting data to be inaccurate 
or invalid, it is necessary to manage human 
resource data by employees by storing data 
online and can be accessed at any time. 

 Problems with data collection that is late in 
entering HR Payroll have an impact on the 
payroll process for a long time and the HR 
payroll section must overtime in the payroll 
period, required integration of supporting data 
for the payroll process with the payroll system. 

4.3 Requirement Analysis 

The proposed system of human resource 
management and payroll is expected to be able to 
meet several needs as follows: 
 Record employee data in real time and easy to 

access with the Internet network. 
 Facilitate electronic forms (e-forms) of 

supporting data on payroll processes such as 
leave forms, late or sick permission, loans, 
compliment, outside service, overtime, and 
evaluation with notifications connected via e-
mail. 

 Provide a smart reminder when an employee 
will expire. 

 Integrated with attendance machines, so 
attendance data can be processed directly in the 
human resource management system and 
payroll. 

 Make payroll reports for each period to be given 
to finance and accounting. 

 Send pay-slip to employee e-mails every period. 

4.4 Logical Design 

The design process displays functional 
decomposition diagrams, context diagrams, data 
flow diagrams, data dictionaries, process 
specifications, and modeling databases on 
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information systems for managing human resources 
and payroll. 

Functional decomposition diagrams in 
information systems management of human 
resources and payroll are divided into four 
subsystems at the first level, twenty subsystems at 
level two, and eight subsystems at level 3, as shown 
in Figure 1. 

 
 

Figure 1: Functional Decomposition Diagram 
 
Data Flow Diagrams are used to find out the 
relationships between entities in information systems 
management of human resources and payroll. Data 
flow diagram level 1, used to describe the flow of 
data and documents that in and out the system. The 
HR management system and payroll have 4 
subsystems, consists of employee data management 
subsystem, management of payroll supporting data, 
calculation of net salary, and payroll reporting. Data 
flow diagram level 1 as shown in Figure 2. 
 

 
Figure 2: Context Data Flow Diagram 

 

4.5 Decision Analysis 

This phase helps management in making decisions 
in implementing systems for managing human 
resources and payroll, what technology is useful and 
can be applied to the management system of human 
resources and payroll. In this case, there are two 
solutions offered in the implementation of system 
infrastructure, namely Cloud based and On-premise. 
Analysis of the total costs needed to determine the 
system infrastructure using the Total Cost of 
Ownership (TCO) approach. This TCO approach 
divides costs into two categories, namely up-front 
costs and operational costs. 
So that,  
 
Total cost = Up-front cost + Operational cost   
 

Up-front costs are costs incurred by companies 
in building information systems before the system 
can be used, in the up-front cost infrastructure is the 
cost of server devices, devices that support server 
devices such as UPS (Uninterrupted Power Supply), 
NIC (Network Interface Card), Switches and cables 
are needed in connecting server and network device.  

While operational costs are costs incurred by the 
company after the system can be used, such as 
maintenance and development costs, hosting, and 
data center maintenance costs. 

This research in comparing TCO Cloud based 
and On-premise makes several assumptions to be 
able to compare resources even though with 
different infrastructure models. Here are some 
assumptions: 
 Analysis of TCO based on 36 months (3 years), 

this is based on the life cycle standards of 
computer infrastructure. 

 Costs are estimated to be based on prices in 
Indonesia. 

 System for managing human resources and 
payroll for in-house 

 Cloud service prices are estimated monthly. 
 Minimum specifications for the HR 

management system server and payroll used in 
this research are based on the following 
specifications:: 
1. Processor: Intel Xeon Quad Core 
2. Server Memory (RAM): 8GB, maksimum 

64GB 
3. Hard disk: minimum 500MB 

 
PT X already has a server device and the following 
data center which is sufficient for HR management 
systems and payroll, namely Lenovo ThinkServer 
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TS150. The TCO estimation on the implementation 
of infrastructure on an On-premise basis at PT X 
does not have an up-front cost. While Operational 
costs will be described as follows: 
 Maintenance and development costs: these costs 

are calculated based on the salary of the 
technical staff at PT X. Minimum PT X requires 
one technical staff to manage and maintain the 
system. The scale of salary for computer science 
graduates in Indonesia is estimated at Rp. 
6,000,000 per month. So for one staff within a 
period of 3 years, PT X will be charged a fee of 
Rp. 216,000,000. 

 Hosting costs: PT X already has a corporate 
domain that can be used for HR management 
systems and payroll. 

 Data center maintenance costs: To be simple, 
the electricity costs consumed by AC, computer 
hardware is estimated by PT X to be Rp. 
1,000,000 per month. Thus, PT X will be 
charged a fee of Rp. 36,000,000 in 3 years. 
 

Table 1: Summary of the estimated infrastructure 
costs of On-Premise 

Cost Item Monthly 
Cost 

Total 

Up-front cost Nill Nill 
Operational cost 
Maintenance 
and 
development 
costs 

Rp.  
6.000.000 

Rp. 
216.000.000 

Hosting costs Nill Nill 
Data center 
maintenance 
costs 

Rp.  
1.000.000 

Rp. 
36.000.000 

Total Rp. 
252.000.000

 
TCO analysis for Cloud based is based on cloud 

infrastructure services in Indonesia. Cloud based 
infrastructure is not subject to up-front fees because 
all services are already in a virtual machine, so what 
is calculated in the following explanation is 
operational cost. In this thesis, the infrastructure 
cloud services used are: 

 
1. Datacomm 

The specifications used are in accordance with 
the assumptions previously explained, by using 1 
vCPU, 8GB memory, 500GB storage, and the 
OS used is Windows a monthly fee of Rp. 

3,599,999. So for a period of 3 years PT X is 
charged a fee of Rp. 129,599,964. 

 
2. Zettagrid 

The specifications used are in accordance with 
the assumptions described before, using 3.2 Ghz 
CPU, 8GB memory, 500GB storage, and the OS 
used is Windows Server 2008 R2 Web, and a 
500GB network monthly fee of Rp. 3,330,000. 
So for a period of 3 years PT X is charged a fee 
of Rp. 119,880,000. 

 
Based on the above analysis of two companies 

offering cloud infrastructure services. Zettagrid 
cloud service is cheaper than Datacomm. So, in this 
research we will use the lowest price of the Zettagrid 
infrastructure cloud service for comparison with On-
premise. Table 2 show the comparison of TCO 
Cloud based with On-premise. 
 
Table 2: Comparison of TCO Cloud based with On-
premise 

Cost Item On-premis Cloud based 
Up-front 
cost

Nill Nill 

Operational cost
Maintenance 
and 
development 
costs

Rp. 
216.000.000 

Nill 

Hosting 
costs

Nill Rp. 
119.880.000

Data center 
maintenance 
costs 

Rp. 
36.000.000 

Nill 

Total Rp. 
252.000.000 

Rp. 
119.880.000

 
Based on the comparison above, if PT X uses 

cloud infrastructure services then the profit 
difference obtained is Rp. 132,120,000. However, 
PT X must also consider the advantages and 
disadvantages of each of these services. Like cloud 
infrastructure services, the technology used does not 
provide access to full control of the company. So, if 
a problem occurs, it will refer to the agreed SLA. 
On-premise infrastructure gives the company 
complete access to control. 
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4.6 Physical Design 

Physical Data Flow Diagrams are used to determine 
the relationship between the implementation of 
entities in information systems management of 
human resources and payroll. There are four parts to 
the physical data flow diagram, namely the physical 
process implementations, physical data flows, 
physical external agents, and physical data stores. 
Information systems for managing human resources 
and payroll use JavaScript as a physical process, and 
MySQL as physical data storage. Overall the 
implementation relationship between entities can be 
seen on the physical data flow diagram in Figure 3. 

 
Figure 3: Physical Data Flow Diagram 

 
Physical entity relationship diagrams are used to 

determine the data types used in the system database 
model. The system for managing human resources 
and payroll uses a MySQL database, so the data 
types used include Integer, Char, Varchar, Text, and 
DateTime. The physical entity relationship diagram 
of the HR management system and payroll can be 
seen in Figure 4. 

 
Figure 4: Physical Entity Relationship Diagram 

 
The architecture of the HR management system 

and payroll is used to see the flow of services being 
passed until it is stored in the database. The 
supervisor of self service employees makes the 
service online, so that it can be accessed in real time. 
Thus, the HR management system and payroll are 
made based on websites that can be accessed via 
browser devices on desktop or mobile.  

5 CONCLUSION 

After carried out all stages of this study, several 
conclusions can be conveyed by the researcher are: 
1) providing a system of supervision and 
convenience for employees and company 
management in managing employee data quickly; 2) 
provide control of frauds that can occur in the 
management of payroll supporting data; 3) reduce 
the risk of input errors or non-current data; 4) The 
payroll process can be done on time because all 
payroll supporting data has been integrated; 5) 
Cloud based infrastructure services have lower TCO 
when compared to On-premise. 

Several suggestions can be conveyed are: 1) 
Research carried out is still at six initial phases of 
system development, it is expected that further 
research reaches the implementation and 
maintenance phase; 2) Companies can integrate e-
learning systems that help employees get knowledge 
easily; and 3) The management system of human 
resources and payroll is expected to be developed 
into a mobile application, so there is no need to open 
it through a browser. 
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Abstract: This study aims to analyze the problems that occur in the application of SAIBA in the Central Jakarta Work 

Unit of the Ministry of Religious Affairs (Kemenag Satker Jakarta Pusat). This study employed the 

qualitative methods with a case study approach to analyze the problem and solution in the application of 

SAIBA at the Central Jakarta Work Unit in 2016. Based on the results of interviews, it can be concluded 

that there are problems of procedure. The problems of procedure are in the forms of non-real-time SPM and 

SP2D data input, data input error of SPM, delayed collection of LPJ, and employees’ competence not 

supporting financial reporting process. The problem solving include verifying the SP2D data input process, 

developing the SPM application, conducting training on technical guidance which contains materials about 

compilation process of financial and technical report of application of SAIBA. 

1 INTRODUCTION 

The Central Jakarta Work Unit of the Ministry of 
Religious Affairs (Kemenag Satker Jakarta Pusat) is 
one of the works units obliged to implement SAIBA 
in efforts to arrange the financial reports in 
compliance with the prevailing Government’s 
Accounting Standards (SAP). Upon the auditing of 
the financial report of the Ministry of Religious 
Affairs, the Financial Audit Board (BPK) gave the 
qualified opinion (WDP), the opinion of which 
improved in 2016 to become WTP. This is the key 
for the success of financial reporting in the Ministry 
of Religious Affairs in earning the unqualified 
opinion (WTP). 

SAIBA is a form of the initiatives of the Ministry 
of Finance expected improves the accounting report 
at the state institutions or ministries. SAIBA is 
expected to improve the implementation and some 
adaptation and collaboration with other parties are 
required. Meanwhile, although the BPK audit to the 
financial report of the Ministry of Religious Affairs 
shows an improved opinion in 2016, the Kemenag 
Satker Jakarta Pusat as a work unit of the Ministry 
of Religious Affairs constantly have the problems of 
SAIBA implementation. Therefore, the researchers 

would like to have an in-depth analysis of the 
procedural problems in the application of SAIBA at 
the Kemenag Satker Jakarta Pusat and identify the 
possible solution. Considering that it earned an 
improved opinion in 2016, the Kemenag Satker 
Jakarta Pusat is included in the study because the 
Kemenag Satker Jakarta Pusat has arranged the 
financial report compliant with the SOP. However, 
they have not realized the SOP stipulated in the 
PMK 225 of 2016 on the Application of 
Government’s Accrual-Based Accounting Standard 
at the Central Government and the Kemenag Satker 
Jakarta Pusat being at the lowest level of the 
hierarchy of the Ministry of Religious Affairs. It is 
expected that proses of the development of the 
financial report at the work unit level can improve 
the capacity in the proses the development of the 
financial report. 

Based on the aforementioned description, the 
following problems can be formulated: (a) what are 
the procedural problems in the application of SAIBA 
at the Kemenag Satker Jakarta Pusat? (b) What are 
the solutions for the procedural problem in the 
application of SAIBA at the Kemenag Satker Jakarta 
Pusat? The researchers limit the scope of the 
research in the application of SAIBA at the 
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Kemenag Satker Jakarta Pusat in 2016. This 
research will focus on the analysis of the procedural 
problem in the application of SAIBA at the 
Kemenag Satker Jakarta Pusat in 2016. 

 

2 THEORICAL FRAMEWORK 

Romney and Steinbart (2012) suggests that system is 
a set of two or more interrelated and interacted 
components to reach a particular objective. Most of 
systems consist of smaller subsystems that support 
the larger system. Each subsystem is designed to 
reach one or more organizational purposes. 
Subsystem cannot be changed without careful 
consideration to the effect on other subsystems and 
the system as a whole. Conflicting goals will result 
when the objectives of the goals of one subsystem is 
not compliant with other subsystems or with the 
whole system. Compliance of objective will result 
when a subsystem successfully reach its objective 
while contributing to the achievement of the 
organizational goals. The larger the organization and 
the more complicated the system, the more difficult 
to reach the expected objectives.  

Warren et al. (2005) define accounting as a 
method or procedure to collect, clarify, summarize, 
and report the firm’s operation and finance. Mulyadi 
(2001) defines the accounting system as the 
organization’s forms, notes, and reports coordinated 
in such a way to provide financial information to 
facilitate the management in managing the firm. 
Romney and Steinbart (2012) defines that 
Accounting Information System combines, records, 
stores, and process the data to result in the 
information required by the decision makers. 
Information is needed by persons, procedure, 
instruction, data, software, information technology 
infrastructure, internal control, and securitization. 
Mulyadi (2008) reveals that accounting information 
system is a form of information systems intended to 
provide information for business managements, 
improve the information provided by the existing 
system, and improve the accounting control and 
internal audit. 

The existence of information system in the form 
of an application will facilitate the work and 
minimize the error level in the development of the 
financial report. Such risk of mistyping, 
miscounting, and account misclassification can be 
minimized with the application. Later, the provided 
information will be more accurate and valid. Valid 
information will facilitate the unbiased decision 
making (Ribeiro and Prataviera, 2014). The use of 
information technology will minimize mistakes or 

errors resulting from one’s carelessness and inability 
in the development of the financial report (Zahroh, 
2012). 

According to the Finance Minister’s Regulation 
No. 215 of 2016 on Accounting System and Central 
Government’s Financial Reporting, SAIBA is 
defined as a set of manual or computerized 
procedure ranging from data collection, recording, 
summarizing, and reporting of the financial position 
and operation. SAIBA is an accounting procedure 
applied in the state ministries / institutions. The 
application of SAIBA includes the processing of 
transaction of finance, goods, and other kinds to 
result in a beneficial and useful financial report.  

The application of SAIBA in the government’s 
financial reporting changed from cash basis to 
accrual basis in 2015. SAIBA consists of Financial 
Accounting System (SAK) and Management 
Information System (SIMI and State-Owned Goods 
Accounting (BMN). SAK is designed to result in the 
financial report of the Work Unit. The report 
includes Budget Absorption Report (LRA), Balance 
Sheet, Operational Report (LO), Equity Change 
Report (LPE) and Remark on Financial Report 
(CALK). BMN is a system that reports the 
information on fixed asset, supplies, and other assets 
for the development of the balance sheet, state-
owned goods report, and other managerial reports. 

The hierarchical establishment of the Accounting 
and Reporting Unit ranging from UAKPA, UAPPA-
W, UAPPA-El, to UAPA, as well as the Reporting 
Accounting Unit of BMN has not been absolutely 
implemented in all state ministries / institutions. The 
establishment of the Accounting and Reporting Unit 
has to adjust to such unique characteristics of the 
respective ministries / institutions as the 
organizational structure of the ministries / 
institutions. The following figure illustrates the 
mechanism of the development of the financial 
report at the level of UAKPA. 

Figure 1 shows that the financial reporting 
mechanism at the work unit of UAKPA starts from 
the state budget spent by the divisions in charge of 
carrying out public service programs. The state 
budget spent on the service programs is reported in 
the Accountability Report (LPJ) that will be 
submitted to the Treasurer. The LPJ has to include 
the valid documents such as invoice, receipt, tax bill, 
etc. Upon the receipt of the LPJ and the enclosed 
documents, the Payment Request (SPP) is issued and 
submitted to the department of SPM. The 
department of SPM will issue a Payment Instruction 
(SPM) to KPPN for approval. Based on the SPM, 
the KPPN will issue a Fund Clearance Instruction 
(SP2D) for the Work Unit. 
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Figure 1: Mechanism of Financial Reporting in 
Work Unit 

Source: Data of PMK 215 in 2016 
 

 Reconciliation  
 Reporting 

 
Based on the SPM and SP2D, the work unit will 
input the data to SAIBA and BMN. The transaction 
recorded to the SAIBA includes the financial 
transactions resulting in LO, LPE, LRA, Balance 
Sheet, and CALK. Meanwhile, BMN recorded and 
accounted all transactions of fixed assets, supplies, 
and other assets. The reports in BMN and SAIBA 
undergo internal reconciliation for the transactions 
of fixed assets, supplies, and other assets.  BMN 
report is incorporated in the balance sheet prepared 
by SAIBA. After the two reports are consolidated, 
the reports are submitted to the KPPN to undergo 
external reconciliation. Reports are reconciled by 
matching the SAIBA reports with the database of the 
KPPN. The Database of the KPPN derives from the 
SPM and SP2D already developed in the fund 
invoicing and clearance phase. Reconciliation with 
KPPN is made every month.  

Every semester the UAKPA reports to the 
regional office of UAPPA-W. The report includes 
LO, LPE, LRA, balance sheet, and CALK. Every 
month the BMN performs external reconciliation 
with the State-Property Service and Auction Office 
(KPKNL) concerning the reports of fixed assets, 
supplies, and other assets. Every semester BMN 
reports fixed assets, supplies and other assets to the 
Regional Auxiliary Unit of Property Users (UAPPB-
W). The UAPPB-W will report it to the echelon 1 

and in turn, the echelon 1 will report it to the 
ministry / institution. 

Afifah (2013) conducted a case study on the 
accounting analysis for the application of accounting 
system in the ministry of public housing. Results of 
the research show that the accrual basis applied by 
the Ministry of Public Houses is compliant with the 
prevailing regulations and it has earned the BPK’s 
unqualified opinion although it still has some 
technical mistakes. Kusuma (2013) conducted a 
research on the analysis of government preparedness 
in applying the government’s accrual-based 
accounting standard in Kabupaten Jember. The 
research indicates that viewed from the integrity 
parameter, the local government of Kabupaten 
Jember has been prepared. They also have relatively 
well-prepared human resource, information system, 
and  facilities and infrastructures although there 
develop the LKPD manually (with excel) due to the 
lack of a special software, limited quantity human 
resource to execute the program, lack of technical 
guidance or trainings, lack of socialization, and 
inadequate facilities and infrastructures. 

Zawitri and Kurniasih (2015) conducted a 
research of SAIBA mandated by the government 
regulation of PP No. 71 / 2010 in the Pontianak State 
Polytechnic. They concluded that the Pontianak 
State Polytechnic nearly meets the six conditions 
required to anticipate the change of accounting 
system from CTA to the accrual-based accounting 
mandated by the government regulation of PP 71 / 
2010. They record the transaction/account in the 
current period indicating the transformation to the 
accrual-based accounting system by collecting and 
recording the salary back pay in the form of deferred 
salary payment. 

Permana (2016) conducted a research on the 
application of application SAIBA in the 
development of the financial report. They concluded 
in their research that the application is relatively new 
and is under the continuous development. Therefore, 
it inherently has some weaknesses although the 
application is superior to the existing systems. The 
weakness of this application is associated with the 
stability (settlement) of application.  A new 
application will need some improvement in order to 
be relevant with the organizational development. 
However, in spite of the weaknesses, the application 
is beneficial in the development of the financial 
report in the Pratama Office of Tax Service (Kantor 
Pelayanan Pajak) Pratama. 

Herwiyanti et al. (2017) conducted a research 
and analyzed the implementation of the accrual-
based accounting system in the Inspectorate General 
of the Ministry of Finance. They concluded in their 
research that  in general, the Inspectorate General of  
the Ministry of Finance have been prepared to apply 
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the accrual-based accounting system including such 
aspects as communication, resources, organizational 
commitment, and  bureaucracy structure. The, 
research also found that the accrual-based 
accounting system in the Inspectorate General of the 
Ministry of Finance has been applied satisfactorily, 
as indicated by the high score of 93.40%. 

 

3 RESEARCH METHOD 

This research employs a qualitative method with a 

case-study approach in the Central Jakarta Work 

Unit of the Ministry of Religious Affairs. The 

researchers had in-depth interviews with the 

operator of SAIBA, treasurer, and coordinator of 

team of financial report development team of the 

Central Jakarta Work Unit. In addition to interviews, 

the researchers also observed and collected 

documents of regulations, acts, government’s 

official websites, and sample of Payment Request 

form (SPP), Payment Instruction (SPM), and Fund 

Clearance Instruction (SP2D) of the Central Jakarta 

Work Unit of the Ministry of Religious Affairs. 

 

4 RESULT AND DISCUSSION 

Based on Table 1 the procedure problem in the 

application of SAIBA at the Central Jakarta Work 

Unit of the Ministry of Religious Affairs can be 

solved in the following ways: 

1. Non real-time input of SPM and  SP2D data  

The KPPN and the Central Jakarta Work Unit of the 

Ministry of Religious Affairs had different numbers. 

The difference has resulted from the monthly input 

of data instead of the real-time input of SP2D data. 

Consequently, some SPM and SP2D data are not 

input. The missing input of SP2D data has resulted 

in the different data between the Kemenag Satker 

Jakarta Pusat and the KPPN. The problem will be 

solved when the financial executive coordinator 

(Korpel) performs supervision in the inputting of 

SP2D data. When the field coordinator improves the 

supervision error or mistake of input can be 

minimized. In case an error of input occurs, the 

executive coordinator will soon inform it to the 

Operator SAIBA in order that corrections can be 

made to ensure the development of better financial 

reports. Accordingly, the operator of SAIBA is 

supposed to input the SP2D data when the SP2D is 

issued to avoid missing data in the process of data 

input.  

2. Error in input of SPM data 

The Kemenag Satker Jakarta Pusat collected the 

SPM and SP2D data for one month before it input 

the data into the application of SAIBA. This practice 

has caused the missing data in the process of SPM 

and SP2D data input. The operator of SAIBA has to 

perform real-time input of SPM data to avoid the 

errors of data input. The operator SAIBA has 

practiced this effectively.  

 

Table 1: The procedure problem in the application of 

SAIBA 

No Problems  Recommended Actions  

1 Non real-time 

input of SPM and 

SP2D data has 

resulted in the 

inappropriate 

transaction value 

due to the missing 

data input. 

The executive coordinator will 

have to verify the proses of 

input of SP2D data to ensure 

the quality of supervision.  

2 Error in inputting 

the SPM data 

The operator of SAIBA has to 

input the SPM data at the real 

time of transaction to avoid 

error and mistake in the input 

of the SPM data. The operator 

of the SAIBA has ever done it 

effectively. 

3 Delayed 

submission of 

LPJ. 

The executive operator has to 

have a clearly and strictly 

specified regulations and 

require inform all divisions 

using the budget about the 

timeliness of the submission of 

LPJ to the Treasurer.  

4 Employees’ lack 

of competence for 

the process of the 

financial report 

development. 

Provide trainings on technical 

guidance on how to develop 

the financial report and 

technically apply the SAIBA.  

Source: Results of observation and interview with 

the operator of SAIBA 

 

3. Delayed Submission of LPJ 

Delayed submission of LPJ by the budget executives 

has frequently occurred. This problem can be solved 

by developing a timeline of the LPJ submission. The 

field coordinator of finance has to take a strict action 

and develop a strict deadline for the budget users in 

order that they can work in time. When the budget 

users submit the report later than the required time, 

the financial executive coordinator (Korpel) will 

have to strictly give warning or penalty to minimize 
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the problems in the future. The Kemenag Satker 

Jakarta Pusat has currently taken this relatively 

effective action. 

4. Employees’ lack of competence in the process 

of report development. 

Lack of knowledge on the application of SAIBA at 

the Ministry of Religious Affairs is a crucial 

problem since it can delay the development of the 

financial reporting. The increasing complexities of 

the accrual-based accounting will surely complicate 

the use of the accrual-based accounting system 

application in the government offices requiring the 

accounting system and IT based system 

(Simanjuntak, 2010; Bastian, 2006). Therefore, 

competent employees with relevant technical 

experience background and trainings are needed. 

The technical trainings will improve the competence 

of the employees. The materials of the trainings will 

include the process of the development of the 

financial report, technical application of SAIBA, 

effective teamwork, communication technique, and 

still many others. 

 

6 CONCLUSION 

Based on the results of the research it can be 

concluded that there are problems of system or 

procedure in the application of SAIBA at the 

Kemenag Satker Jakarta Pusat. The conclusions are 

summarized as follows: 

1. The problem of procedure in the application of 

SAIBA at the Kemenag Satker Jakarta Pusat does 

not have a real-time input SPM and SP2D data. This 

inefficient practice has resulted in the missing of 

SPM and SP2D, errors in the input of SPM data, 

delayed submission of LPJ, employees’ lack of 

competence of the financial report development, and 

ignorance of the existing documented SOP. 

2. The executive coordinator can solve the 

procedural problem can be by verifying the input of 

SP2D data and intensify the supervision. The 

operator of SAIBA have to engage in real-time input 

of the SPM data in order that the mistaken input of 

SPM data can be avoided. The executive coordinator 

and the chief of administrative units have to enforce 

the strict and clear rules informed it to all budget 

users about the submission of LPJ. In addition, the 

executive coordinator can also provide technical 

guidance and trainings containing such materials as 

the development of the financial report and the 

technical application of SAIBA. 
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Abstract: The purpose of the study is to find out the effect of the application of the principle of Good University 
Governance to the realization of Intellectual Capital (IC) and its impact on the performance of institutions in 
the Universitas Medan area environment. The method used is explanatory research. This research sample is 
a permanent lecturer and kopertis lecturer who is on duty and an employee at UMA, Samples are drawn by 
purposive method. Research data includes primary data and secondary data. The data in this study was 
obtained by distributing questionnaires. The method of data analysis using SPSS From the distribution of 
100 questionnaires that can be analysed as many as 75 questionnaires so that the response rate in this study 
is 75 %. In results show that the implementation of University Governance has a significant and significant 
effect on Human Capital and Relationship Capital. In application of University Governance has no effect on 
the Capital Structure and University Governance has an impact on the performance of institutions in each 
field in the Universitas Medan area. 

1 INTRODUCTION 

Intellectual capital is an important thing that must be 
managed by Higher Education, moreover 
Knowledge and Expertise as outputs and inputs at a 
university. The main output of PT is knowledge, and 
must be transferred in the results of research, 
publications, students, and for the benefit of the 
users. The intellectual capital approach is very 
important at universities, mainly due to the fact that 
“knowledge” is the main output and input for the 
University (Ramirez,Corcoles Y, 2013). According 
to (Elena, S, 2004)Management of intellectual 
capital is important at the university mainly due to 
the fact that the university's main goal is the 
production and dissemination of their knowledge 
and investments that are more important in research 
and human resources. Knowledge that must be 
transferred is the duty of the Higher Education so 
that educational goals can be achieved and 
competition between universities can be avoided by 

making the right competitive strategy in the 
management of Higher Education. This is a difficult 
task for the university or PT in the creation of 
intellectual capital owned. Good management 
creates good results. One mechanism of higher 
education in dealing with such competition is by 
displaying excellence and resources possessed 
(Constantine, 2005). 

Colleges here in after abbreviated as PTS is a 
university that was founded and / or held by the 
public (UU, 2012) to implement the Higher 
Education  based mandate given academic 
Government Delegation e d an arbitrary Resource 
provided by the Foundation. In the implementation 
of quality education and Accountable management 
necessary governance arrangements (Governance) 
PTS good fit with the purpose of higher education. 
The term governance refers to the decision-making 
process in an institution where the institution 
develops policies and objectives to achieve them and 
monitors the achievement of organizational goals 
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(Carnegig D,Garry Jacquiline Tuck, 2010) states that 
governance is an organizational arrangement in 
allocating and regulating organizational resources. 
Good University Governance (GUG) reflects the 
success of the university that produces qualified 
graduates who are ready to compete in the world of 
work. D requires high work and discipline in 
educating, as well as teaching cultural values, ethics, 
community relations and quality educators.  

Based on the above problems, the authors are 
interested in nailing research at the University 
Medan Area to see how the implementation of good 
governance is carried out by the  Field University 
Medan Area  with several strategies and policies that 
can create University goals. This research focuses on 
the application of good university governance to 
create Intellectual capital at the University Medan 
Area. Research purposes 
1. To find out the application of Good University 

Governance has an effect on Human Capital 
2. To find out the Good University Governance 

has an effect on the Capital Structure 
3. To  know Good University Governance is 

influential towards Relational Capital 
4. How is the Impact of good University 

Governance Implementation on University 
Performance 

2 THEORICAL FRAMEWORK 

2.1 Intellectual Capital 
Intellectual capital is the knowledge, experience, and 
capabilities of employees, as well as sources of 
knowledge stored in databases, systems, work flows, 
cultures, and management philosophies within the 
organization. In (European Commission, 2006) 
Intellectual capital (IC) The combination of 
intangible resources and activities “allows 
organizations to transform a bundle of material, 
financial and human resources in a system capable 
of creating stakeholder value” Intellectual capital 
has a significant interest in gaining competitive 
advantage and for an organization's capacity to 
create value (Stewart, T.A., 1997) (Sudarsanam S 
Sorwar, G, Marr,B, 2005) Sudarsanam et al., 2003) 
(Sudarsanam S Sorwar, G, Marr,B, 2005). 

The university's strategic objectives are defined 
for each component of intellectual capital such as 
human, structural and relational components 
(Babayi,NF:Bohloli,z and Rahili,GH.R, 2012). 
(Leitner K, H, 2002) has developed a model of 
academic intellectual capital valuation based on a 

systematic approach that relates to the three main 
components of intellectual capital. 

2.2 Human Capital 
Human Capital consists of knowledge, skills and 
abilities of employees. Forms of Human Capital 
combine the capabilities of Employees in 
organizations that help organizations solve business 
problems. Human capital is internal capital among 
individuals and organizations are unable to take over 
and own them. Intellectual capital is described for 
universities and higher education institutions. The 
university's strategic objectives are defined for each 
component of intellectual capital such as human, 
structural and relational components 
(Babayi,NF:Bohloli,z and Rahili,GH.R, 2012). 

2.3 Capital Structure 
Structural capital can be of any kind that exists in 
organizations and supports employees (human 
capital) in their work. Structural capital is under the 
organization ownership, even when employees leave 
the organization, it exists there (Lopez,D.C, 2008). 
Structural Capital relates to the ability of the 
organization to fulfil the organization's routine 
processes and structures that support employees' 
efforts to produce optimal intellectual performance 
and overall business performance, for example: the 
company's operational systems, manufacturing 
processes, organizational culture, management 
philosophy and all forms of intellectual property 
owned by the organization. 

2.4 Relational Capital 
Relational Capital is a market relationship, power 
relations and cooperation between companies, 
educational institutions and people, which comes 
from a strong sense of belonging and cooperative 
capacity to progress. There are studies that apply 
quantitative, empirical, and econometric techniques 
in an effort to verify the existence of relational 
capital and the importance of innovation activities in 
companies or organizations. Development of one 
goal requires cooperation with other parties that are 
mutually beneficial. Relational capital is more 
appropriately linked to the world of education 
compared to customer capital. Relationships in the 
world of education are not simply termed customer 
relations. 

2.5 Principles of Good Corporate Governance 
According to Artikel 3 of (regulation of the minister 
of state Per-1/MBU/2011, 2011): 
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1. Transparency (transparency), namely openness 
in carrying out the decision-making process and 
openness in disclosing material and relevant 
information about the company; 

2. Accountability, namely clarity of function, 
implementation and Organ accountability so 
that company management is carried out 
effectivel 

3. Responsibility, which is the suitability in the 
management of the company towards sound 
laws and regulations and corporate principles; 

4. Independence (independence), which is a 
condition in which the company is managed 
professionally without conflict of interest and 
influence / pressure from any party that is not in 
accordance with the laws and regulations and 
healthy corporate principles; 

5. Fairness, namely justice and equality in 
fulfilling the rights of Stakeholders 
(stakeholders) arising based on agreements and 
laws and regulations. 

University Governance is in the form of 
behaviour, methods or methods used by an 
institution universities to utilize all the potential and 
elements that are owned optimally (Ministry of 
Education, 2004). 

3 RESEARCH METHOD 

This type of research is explanatory research with a 
survey method, the population in this study were all 
Permanent Lecturer lecturers, Non-Permanent 
Special Lecturer foundations and Lecturer Kopertis 
University Medan area andand permanent 
employees who are directly related to academics. 
And the sampling method is purpose sampling The 
type of research data is quantitative data, data 
sources are primary data and secondary data. 
Primary data is done by distributing questionnaires 
to respondents in this study. Secondary data, 
lecturers and permanent employees and the data on 
the activities undertaken to realize the impact 
Intellectual 
capital as well as the form of management IC. 
questionnaire filled out using the Likest scale 1 to 5.  
Independent variable, we can view University 
Governance as the application of the basic principles 
of the concept of “ Good Governance “ in 
governance systems and processes in higher 
education institutions, through various adjustments 
made based on other values that must be upheld in 
the implementation of higher education in particular 
and education in general. Principles of University 

Governance that are measured include: Principles of 
Transparent Personality, Principles of 
Accountability, Principles of Responsibility, 
Principles of Independence, Fairness Principles 
Dependent variable is Human capital, indicators of 
human capital is learning and education, experience 
and expertise, innovation and creativity, Structure 
Capital Indicator of structure capital is a system and 
program, research and development, patent and 
Relational capital is indicators of relational capital 
are partnership strategies, licensing and cooperation 
agreements, student relations, alumni and graduate 
users, customer knowledge. Data Analysis uses 
SPSS as an analytical tool. 

4 ANALYSIS 

4.1 Research Respondents  
The questionnaires were sent as many as 100 
questionnaires where the respondents in this study 
were all permanent lecturers of the Permanent 
Lecturer foundation, Non-Permanent Special 
Lecturer and DPk lecturers as well as employees 
who served in the University Medan area with a 
work period of more than 1 year. The questionnaires 
that were worth the results of the analysis were 75 
questionnaires where the on-rate responder in this 
study was 75 %. Respondents who participated in 
this study were respondents who participated in this 
study age; 40 years 40%, aged 31-40 years 37%,and 
<30 years old 23% and years of service; 5 years (52 
%), 2 to 3 years 30% and less than 2 years 18%, and 
employee education S1(100%), for educated lecture 
S2 97%, S3 3%. 
 
Data Testing 
Instrument Test, the testing of the research 
instrument was conducted with conclusions, the 
questions in the University Governance indicator 
were 18 questions, after being tested the questions 
that did not meet the requirements were issued, 
namely X1.5, X1.2, X1.3, so the number of 
questions became 15 questions. For variable Y1, the 
number of questions is 13 questions, which do not 
meet the requirements of Y1.3, Y1.7, Y1.12 Y1.13, 
so the number of questions becomes 9 questions. For 
variable Y2, the question items requirements are 11, 
which do not meet the requirements of Y2.3 into 10 
questions. The variable Y3 question 10 and those 
that do not meet the requirements are Y3.5 so that 
they become 9 items that are worth using. After 
being tested again the questions in the indicator as a 
whole are valid. 
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Classic Assumption Test 
In the Normality Test shows the data tested normal 
distribution is shown in the Kolmogorov-Smirnov 
Test column for good governance governance 
(log_x) with a significance value of 0.473> 0.05, 
Intellectual capital (log_y) with a significant value 
of 0.438> 0.05. 

4.2 HypothesisTesting 
Coefficient of determination 

Table 1: Determinan Coefisien HC 

Model Summary

Model R R Square 
Adjusted R 

Square 
Std.Error of the 

Estimate

1 .328a .108 .95 3.00095

a.Predictors: (Constant), X   
Based on the table above, it can be seen that 32.8% 
of the relationship between GUG and Human capital 
, and GUG affecting Human Capital is 10.8% and 
the effect is influenced by other variables not 
discussed here.  

Table 2: Determinan Coefisien SC 

Model Summary 

Model R R Square 
Adjusted 
R Square 

Std.Error of the 
Estimate

1 .061a .004 -.010 3.44307

a.Predictors: (Constant), X   
b.Dependent Variable: Y2   

Based on the table above, it is 6.1% between GUG 
and capital structure. GUG affects 0.04% capital 
structure which means very little, and the rest is 
influenced by other variables not included in this 
study. 

Table 3: Determinan coefisien RC 

Model Summary 

Model R R Square 
Adjusted R 

Square 
Std.Error of the 

Estimate

1 .343a .117 .105 3.00849

a.Predictors: (Constant), X   
b.Dependent Variable: Y3   

Based on the table above it is 34.3 %% of an GUG 
relationship with relation capital . GUG affects the 
relation capital  of 11.7% and the rest is influenced 
by other variables not included in this study.  
 
Hypothesis 1 University Governance influences 
Human Capital 

Table 4: Coefficients HC 

Model

Unstandardized 
Coefficients

Standardized 
Coefficients 

t Sig.B Std.Error Beta 
1 (Constant) 37,047 6,510   5,690 .000

X .249 .084 .328 2,967 .004

a.Dependent 
Variable: Y1

        

Based on table 4. The test results show the level of 
sig produced 0.004 <0.05 thus the hypothesis is 
accepted and University Governance has a positive 
effect on human capital. This indicates that 
University Governance has a positive effect or role 
in the formation of human capital consisting of 
learning and education, experience and expertise and 
innovation and the creativity of lecturers at 
University Medan Area. The better the 
implementation of the University Governance 
principles, the better quality human capital will be 
created. The better implementation of the university 
governance principle will create creativity and 
employee innovation, and also encourage more 
active leadership to carry out education and training 
for employees and lecturers in the University Medan 
Area  environment.  
Hypothesis 2  University Governance has an effect 
on Stucture Capital 

Table 5: Coefficients SC 

Coefficientsa 

Model

Unstandardized 
Coefficients

Standardized 
Coefficients 

t Sig.B
Std.Erro

r Beta 
1 (Constant) 46,949 7,470   6,285 .000

X .051 .96 .061 .525 .601

a. Dependent
Variable: Y2

        

Based on table  5 above sig 0.601> 0.05, it means 
that hypothesis 2 is rejected and concluded 
University Govenance has no effect on capital 
structure This indicates that the implementation of 
the university governance principle does not create 
university structure capital consisting of systems and 
programs, patents, and research activities and 
development carried out by the university. This 
means that even though university governance is 
implemented in this variable it does not make the 
capital structure increase.  
Hypothesis 3 Effect of University Governance on 
Relational Capital 
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Table 6: Cofficients RC 

Coefficientsa

Model 

Unstandardized 
Coefficients

Standardized 
Coefficients 

T Sig.B Std.Error Beta 
1 (Constant) 22,818 6,527   3,496 .001

X .262 .084 .343 3.117 .003

a.Dependent Variable: 
Y3         

Based on the results of table 6, it can be seen sig - 
0.03 <0.05 means that hypothesis 3 is accepted that 
university governance has an effect on relational 
capital which consists of partnership strategies, 
licenses and cooperation agreements, student 
relations, alumni and graduate users, customer 
knowledge. This also indicates that the better the 
implementation of university governance at the 
University, the university will better understand 
customer knowledge, closer relationships with 
customers and further develop partnership strategies 
with related parties.  

5 RESULTS 

The results of the above can be  seen that the  
aplication  University Governance  principles to 
Intellectual capital consisting of Human capital, 
Capital structure and Relationship capital can be 
seen that Variable Indicators Human capital and 
relationship capital are influenced by the application 
of University Governance  while capital structure is 
not influenced by University Governance. The 
impact on performance in several institutions at 
Medan Area University further enhances the 
principles contained in University Governance in 
human capital and Relational Capital. Leaders and 
academics continuously improve technology in the 
field of knowledge transformation and development 
for students, lecturers and employees. As the 
implementation 1). More intensive conduct training 
and employee competency development, 2). 
Training and coaching for students who want to 
compete. 3). Providing training, workshops and 
improving  competence of lecturers. 3). Conduct 
partnerships and collaborations with government and 
private agencies to create shared interests in the field 
of education and development. Achieving 
educational goals is a common goal, the University 
provides each forum for activities carried out. Some 
things can be seen clearly as the impact of work with 
1). the more creative students take part in 

entrepreneurial olympiade and competence in the 
scientific field of each study program 2). Student 
participation in the field of entrepreneurship can be 
relied upon by participating in the PKM offered by 
the Government. .3). Lecturers assigned to take part 
in training and skill development, and employees are 
given IT training for services. In the Capital 
Structure section, University Governance has not 
had much impact on capital structure, especially in 
the field of research, and community service and 
patent rights on products produced in Community 
Service still have not achieved the desired target. 
The actions taken by the University leadership 
continue to try to motivate and implementation 
several things 1). The Research and Community 
Service institutions intensively carry out training 
activities, workshops that can help lecturers in 
creating works. 2). Motivate lecturers to active in 
participating in research and service and publish 
every work created. 3). The leadership makes 
policies related to the activity in making scientific 
work. 

6 CONCLUSION 

1. University governance has a positive and 
significant effect on Human Capital, meaning 
that the application of university governance can 
increase human capital at the University of 
Medan area 

2. University governance does not affect structure 
capital, meaning that university governance has 
not been able to create a capital structure at the 
university field area. 

3. University governance has a positive and 
significant effect on relational capital, meaning 
university governance can improve relational 
capital at the field area university. 

Suggestion for University governance has not been 
able to create a capital structure, In order to create a 
capital structure it is expected that the university can 
improve the capital structure measured by the 
system and program, research and development, 
patents through Research and community service 
institutions (LP2M) that have been built with 
activities and policies that will be applied to 
motivate researchers and lecturers. 
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Abstract: This article defines that measurement and valuation of the asset in accounting are important, that draw 
concern of the problems that related with measurement and valuation in practice. Firms usually use different 
methods techniques of measurement, financial and non-financial, and apply mixed valuation methods, 
which they consider the best for their firms. Considering many factors in measuring and valuation of assets 
will make the company obtain maximum benefits and reduce the risk of future use of these assets.   A lot of 
literature reviews show that arguments made in accounting theory perspective and business perspective of 
how firms use decision-useful of their asset measurement and valuation. The terminological change from 
valuation to measurement increased attention to see what accounting could gain from the classical 
measurement theory. This measuring and valuation in accounting cause theoretical basis and contemporary 
dilemmas, by considering between bases non-basic-resources and resources, instrumental and economic 
values, between measurements and estimates and between measurement and allocation, with the main 
objective to make useful assessments of possible assets to achieve firms’ goals. Although firms will be 
considered a business valuation framework for asset measurement that will suit their interests, accounting 
theory perspective will be one of the bases of that decision making. 

1 INTRODUCTION 

The definition of an asset as a resource controlled by 
the entity as a result of past events and from which 
future economic benefits are expected to flow to the 
entity (Financial Accounting Standards Board, 2010) 
has been revised as a present economic resource 
controlled by the entity as a result of past events. An 
economic resource is a right that has the potential to 
produce economic benefits (IFRS, 2018).  

Assets can be known by several characteristics. 
These characteristics are a differentiator with several 
things. The characteristics of assets are: Assets are 
economic benefits obtained in the future; Assets are 
controlled by companies that are controlled by the 
company; Assets are the result of transactions or 
events that occurred in the past. 

There are various types that makeup assets. This 
is known as the elements that are able to compile 
assets as they should. The asset elements are: 
Current Assets (the definition of current assets is an 
asset that is expected to be realized which results in 
long-term benefits of around one year or within the 

traditional operational cycle of the corporate. Assets 
consist of cash, short-term investments, inventory, 
accounts receivable, accrued income and other 
accounts, and costs to be paid); Investment / 
Participation (definition of investment is an asset 
that is used for the growth of wealth through the 
distribution of investment returns. The investments 
made in these assets are also categorized into two 
types. The types of investments in assets are short-
term investments and long-term investments) ; Fixed 
Assets (definition of fixed assets is tangible assets 
obtained in the form that is ready to be used or 
functioned or built more deeply, which are 
functioned in the operations of the company, are not 
intended to be sold which aim at the existence of 
normal company activities and have a useful life of 
more than one year. Fixed assets consist of land, 
buildings, long-term investments, and others), 
Intangible Assets (the definition of non-referring 
assets is fixed assets that are not intangible which 
are beneficial by providing economic and legal 
rights to an owner. Intangible assets have different 
types of forms or forms such as goodwill, 
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trademarks, copyrights, and franchises); Other 
Assets (as for the other types of assets which are 
other asset elements, it is described that the items 
cannot be adequately classified into current assets, 
investments, ownership, intangible assets, and fixed 
assets). 

From the definition, characteristics, and types of 
asset, its important to manage assets. (The Institute 
of Asset Management, 2012) stated that asset 
management is more than doing things to assets. It is 
about using assets to deliver value and achieve the 
organization’s business objectives. Its also brings a 
different approach and way of reflection and a 
transformation of organizational alignment and 
organizational culture. Each organization must 
determine the best way to specify its value, and how 
to determine the procedures for managing its assets 
in order to obtain the best total value.  Asset 
management must relevant to all kinds of 
organization or company, whether they are large, 
small, private, public, government or not-for-profit. 
There is growing evidence around the world that 
effective asset management can improve an 
organization’s reputation and its ability to operate 
safely; fulfill its regulatory and statutory obligations; 
significantly minimize the cost of managing assets 
over their lives; and assess future business strategies 
for the delivery of differing performance, cost and 
tolerable risk profiles. 

In discussing the measurement and valuation of 
assets, we must have an understanding of some 
terms used for the valuation of assets. Historical 
Cost, as the quantity of cash that paid to acquire an 
asset ; Current Replacement: The amount of cash 
that would have been paid to acquire currently the 
best asset available in the market; Net Realizable 
Value: The amount of cash expected to be derived 
from sale of an asset; Net Present Value: This is 
equal to expected future cash inflows—cash 
outflows i.e. net cash flows. Thus for the aim of 
valuation of assets, we’ve got four bases and our 
selection can rely on what explicit facet of the 
quality is to be measured. For an accountant, for 
example, a historical cost can be used to measure the 
number of monetary units spent for obtaining the 
asset, and present value or replacement value can be 
used to measure the physical aspect of the asset or 
its replacement aspect. 

Valuation of Different Types of Assets: The 
method of assigning monetary values to the assets, is 
valuation. Historical cost used is most commonly 
used bases in traditional accounting. Other bases like 
current value, replacement value or net realizable 
value have also included in the process of valuation 

of the assets. Valuation of Tangible Fixed Assets: 
Tangible fixed assets contain long-term assets which 
provide services beyond one accounting period. 
They are bought with the objective not to sell. Their 
value depends upon future cash flows they are 
adequate of generating. Valuation of Current Assets: 
Current assets also noticeable as fluctuating or 
circulating assets, as cash and other assets, which are 
reasonably expected to be realized in cash, 
consumed or sold through the normal operating 
cycle of the business. Monetary assets as if Cash, 
Bank, Debtors and  Bill Receivables, can be valued 
with more accuracy in comparison to non-monetary 
assets like stocks. In a matter of non-monetary 
assets, valuation relies upon a judgment of 
accountants become a difficult assignment. As 
valuation of Inventories, (IASB, 2016) has defined 
inventories as “Inventories are assets: Held for sale 
in the ordinary course of business; In the process of 
production for such sale; In the form of materials or 
supplies to be consumed in the production process or 
in the rendering of the services. 

A lot of literature reviews show that discussions 
made in accounting theory perspective and business 
perspective of how firms use decision-useful of their 
asset measurement and valuation. (Amihud, 
Mendelson and Pedersen, 2005) reviewing the 
theory of liquidity and empirical studies that 
examine these theories. The theory forecasts that 
both the level of liquidity and liquidity are risky, and 
the empirical risk factors for controlling asset risk 
and asset characteristics.  

(Acharya and Pedersen, 2005) said that their 
paper solves explicitly a simple equilibrium model 
with liquidity risk. In their liquidity-adjusted capital 
asset pricing model, a security's required return 
depends on its expected liquidity as well as on the 
covariances of its own return and liquidity with the 
market return and liquidity. In addition, a persistent 
negative shock to a security's liquidity ends up in 
low contemporaneous returns and high foretold 
future returns. The model provides a unified 
framework for understanding the varied channels 
through that liquidity risk could have an effect on 
quality asset costs. 

(The Institute of Asset Management, 2012) 
stated that asset can be managed by extracting value 
more than what you do to assets, it is about using 
assets to deliver value and reach the organization’s 
business goals. This article explains the importance 
of valuation and measurement of the asset in 
accounting, that draw attention to the problems of 
valuation and measurement in practice, based on 
literature researches or studies. 
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2 THEORETICAL FRAMEWORK 

Main changes in the definition of an asset are (IFRS, 
2018): separate definition of an economic 
resource—to clarify that an asset is an economic 
resource, not the ultimate inflow of economic 
advantages; deletion of ‘expected flow’—it doesn’t 
ought to make sure, or maybe seemingly, that 
economic advantages can arise; an occasional 
likelihood of economic advantages would possibly 
have an effect on recognition decisions and the 
measurement of the asset. (IFRS, 2018) also 
describes measurement. Historical cost measurement 
bases noted that historical cost provides information 
derived, at least in part, from the price of the 
transaction or other event that gave rise to the item 
being measured, historical price of assets is reduced 
if they become impaired and historical price of 
liabilities is accumulated if they become 
burdensome, a method to use a historical cost 
measuring basis to monetary assets and monetary 
liabilities is to live them at amortized value. Current 
value measurement bases include fair value (the cost 
that would be received to sell an asset, or paid to 
transfer a liability, in a presentable  transaction 
between market participants at the measurement 
date; reflects market participants’ current hopes 
about the timing, amount, and uncertainty of future 
cash flows), value in use for assets (reflects entity-
specific current hopes about the timing, amount, and 
uncertainty of future cash flows) and current cost 
(reflects the current amount that would be paid to 
achieve an equivalent asset). 

(IFRS, 2018) express that the factors to be 
considered when selecting a measurement basis are 
relevance and faithful representation because the 
purpose is to supply information that is useful to 
lenders, investors, and other creditors. Relevance of 
information supplied by a measurement basis is 
influenced by characteristics of the asset or liability 
(the variability of cash flows; sensitivity of the value 
to market factors or other risks; for example, 
amortized cost cannot provide relevant information 
about a derivative) and contribution to future cash 
flows (whether cash flows are generated directly or 
indirectly in combination with alternative economic 
resources; the character of the entity’s business 
activities; as an example, if assets are utilized in 
combination to provide products or services, 
historical value can offer relevant information about 
margins achieved in a period). Whether a 
measurement basis can offer a faithful representation 
is affected by: measurement inconsistency (if 
financial statements content measurement 
inconsistencies (accounting mismatch), those 
financial statements may not faithfully represent 

some aspects of the entity’s financial position and 
financial performance) and measurement uncertainty 
(does not necessarily avoid the use of a 
measurement basis that provides relevant 
information ; but if too high might make it necessary 
to consider selecting a different measurement 
basis.is essentially a process that is marked by 
changes in a person.  

In accounting theory perspective, it can not be 
separated from the Agency Theory (Jensen, M., & 
Meckling, 1976). Jensen and Meckling their paper 
reveal the integrate factors from the theory of 
agency, the theory of property rights and the theory 
of finance to construct a theory of the ownership 
structure of the firm. They establish the concept of 
agency costs, indicate its relationship to the control 
and separation issue, inspect the nature of the agency 
costs produces by the existence of debt and outside 
equity, show who endures these costs and why, and 
inspect the Pareto optimality of their presence. They 
also give a new definition of the firm and show how 
their analysis of the factors affecting the creation 
and issuance of debt and equity claims is a special 
case of the provisioning aspect of the completeness 
of markets drawback. In various cases, company 
directors are managers who are also interested in 
their money, not just other people's money, so that 
they cannot be fully expected, that they must watch 
company directors with the same vigilance as 
partners in personal business who often oversee 
themselves. There is a tendency to make it easier to 
get things without the proper process. This results in 
negligence in the process of managing corporate 
affairs. To avoid this, management must take full 
responsibility in managing the company's finances. 
This means that management is responsible for 
managing the balance of assets, debt, and capital to 
achieve the goals of companies and investors. In this 
case, of course, includes the valuation and 
measurement of assets. 

(Barberis, Huang and Santos, 2001) reveal their 
research about asset prices in an economy where 
investors acquire direct utility not only from 
consumption but also from fluctuations in the 
worth of their financial wealth. They are loss refuse 
over these  fluctuations, and the degree of loss 
aversion relies on their prior investment 
performance. They find that their framework can 
help clarify the excess volatility, high mean and 
predictability of stock returns, as well as their low 
correlation with consumption growth. The design of 
their model is influenced by prospect theory and by 
experimental evidence on how prior outcomes affect 
risky choice. 
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3 RESEARCH METHOD 

This article uses literature reviews to explain about 
the essence and the importance of measurement and 
valuation of the asset in accounting, that draw 
concern of the problems that related with 
measurement and valuation in practice.   
 

4 ANALYSIS AND RESULTS 

(Riahi-Belkaoui, 2005) said that there are alternative 
asset-valuation and income-determination models. 
There are four attributes of assets and liabilities that 
may be quantified: historical cost, current entry 
price, current exit price, capitalized or the present 
value of expected cash flows. Two units of measure 
may be used to measure assets and liabilities: money 
and purchasing power. Asset valuation and financial 
gain determination models: Historical-cost 
accounting, Replacement-cost accounting, Net-
realizable-value accounting, Present-value 
accounting, General price-level accounting, General 
price-level replacement cost accounting, General 
price-level net realisable-value accounting, General 
price-level present-value accounting.  

(Riahi-Belkaoui, 2005) expressed that in 
measuring of asset, although theoretically 
considered the best accounting models, present-
value models have recognized practical deficiencies 
: they require the estimation of future net cash 
receipts also the temporal order these receipts, as 
well as the selection of the appropriate discount rates 
; when applied to the valuation of individual assets, 
they require the arbitrary allocation of estimated 
future net cash receipts and the timing of those 
receipts as well as the selection of the appropriate 
discount rates; when applied to the valuation of 
individual assets, they need the discretionary 
allocation of calculable future net benefit receipts 
among the individual assets. 

Another approach carried out by (Barberis, 
Huang and Santos, 2001). They suggest a new 
framework for pricing assets, derived in part from 
the traditional consumption-based approach, but 
which also incorporates two long-standing ideas in 
psychology: the prospect theory of Kahneman and 
Tversky - 1979 (Kahneman and Tversky, 1979), and 
the evidence of Thaler and Johnson - 1990 (Thaler 
and Johnson, 1990) and others on the influence of 
previous outcomes on risky alternative. Consistent 
with prospect theory, the investor in their model 
derives utility not only from consumption levels but 
also from changes in the value of his financial 

wealth. He is rather more sensitive to reductions in 
wealth than to will increase, the "loss-aversion" 
feature of prospect utility. Moreover, according to 
with experimental proof, the utility he receives from 
gains and losses in wealth depends on his prior 
investment outcomes; prior gains cushion 
subsequent losses -- the so-called "house-money" 
result -- whereas previous losses intensify the pain 
of ulterior shortfalls (Barberis, Huang and Santos, 
2001). They study asset prices in the presence of 
agents with preferences of this type and find that our 
model reproduces the high mean, volatility, and 
predictability of stock returns. The key to our result 
is that the agent's risk-aversion changes over time as 
a operate of his investment performance. This makes 
costs rather more volatile than underlying dividends, 
and along with the investor's loss-aversion, results in 
large equity premia. Their results obtain  reasonable 
values for all parameters (Barberis, Huang and 
Santos, 2001). 

(Chordia, Huh and Subrahmanyam, 2009) link 
valuation of the asset with liquidity. They said that 
many proxies of illiquidity have been used in the 
kinds of literature and studies that connects 
illiquidity to asset prices. These proxies have been 
motivated from an empirical viewpoint. In their 
research, they approach liquidity estimation from a 
theoretical perspective. Their method explicitly 
acknowledges the analytic dependence of illiquidity 
on more primitive drivers such as information 
asymmetry and trading activity. The empirical 
results offer evidence that theory-based estimates of 
illiquidity are priced in the cross-section of expected 
stock returns, even after accounting for risk factors, 
firm characteristics are known to influence returns, 
and other illiquidity proxies prevalent in the 
literature (Chordia, Huh and Subrahmanyam, 2009). 

(Duffie, 2010) stated Dynamic Asset Pricing 
Theory on the theory of asset pricing and portfolio 
selection in multiperiod settings under uncertainty. 
The asset pricing results are built upon the three 
more and more restrictive assumptions: absence of 
arbitrage, single-agent optimality, and equilibrium. 
These results are unified with two key ideas, state 
prices, and martingales. Technicalities are given 
comparatively very little pressure, so as to draw 
connections between these concepts and to make 
plain the similarities between discrete and 
continuous-time models. The new chapter is on 
corporate securities that offer alternative approaches 
to the valuation of corporate debt (Duffie, 2010). 

(Simpson, 2010) notes cover old and new 
investment methods, regulatory and legal 
developments and the role of technology as a game 
changer in asset management. The discussion offers 
constant weight to the theoretical and practical 
aspects of asset management. The focus is on 
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portfolio constructions, asset pricing on the 
theoretical facet. It contains an asset management 
industry overview, introduce to data analytics, 
blockchain, and crypto-currency, demographics and 
technology (Simpson, 2010). 

The opinions of the researchers about the 
measurement, valuation, and management of assets 
that may be different, still have the same purpose, 
namely to provide a view of the importance of the 
value of assets to the company as a whole. 

5 CONCLUSIONS 

This article reviews the views of researchers 
regarding assets and how to measure and evaluate 
assets, from the point of view of accounting theory. 
Clearly, the importance of asset management is 
clearly seen. With good asset management, 
companies can guarantee the survival of their 
company, by choosing the best capital structure for 
the company, maintaining a balance between debt 
and capital, and understanding and optimizing the 
value of assets. 

The process of valuing assets in providing an 
estimate of economic value, both tangible assets and 
intangible assets, based on the results of analysis of 
objective and relevant facts using valuation 
techniques, methods and principles apply. 

Along with the times, of course, measurement 
and valuation of assets will experience changes and 
developments. But the point is, how can we use our 
assets as optimally as possible to achieve our 
company's goals. This will not happen without good 
measurement, assessment and asset management. 
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Abstract: Quality requirements that are capable of accounting study program graduates in the era of the Asean 
Economic Community and Industry 4.0 cannot be served. Efforts to implement the IQF with six tasks in the 
accounting study program have been carried out. The purpose of the research is to explore deeply the 
perceptions of students towards introductory accounting teaching materials and six tasks. The student's 
perception was focused on the positive impacts and constraints and the relation of the availability of 
teaching materials with six tasks. Respondents of introductory accounting students in semester 1 of class A, 
B, and C of accounting study program 2018/2019. Data collection techniques with interviews and fo cus 
group discuss (FGD). The data analysis technique is qualitative descriptive analysis.The results show that: 
first, there are no pre-tentative accounting introductory teaching materials used in Indonesia, there are 
teaching materials for foreign books, domestic textbooks and lecturer material collections. Second, the 
learning material has been described in the KKNI-based semester recovery plan (RPS) and has been 
completed with six assignments but has not been tested by experts. The positive impact of the 6 IQF tasks 
according to the students: first, for students who are diligent and like to work hard to master accounting 
introductory books, it almost certainly works optimally, while for students who are lazy things become hard 
and difficult. Second, students should not know in advance the learning material through Routine Tasks 
(TR) and the complexity of books in the form (CBR) but do not work in accordance with the reality of 
students, only some of them can follow it. Constraints, for students, are first difficult to understand foreign 
language books and prefer to use existing teaching materials, so it is very necessary for standard and up-to-
date accounting introductory teaching materials. Second, the introduction of accounting teaching materials 
has not yet been created in line with the six main tasks, mini research assignments (MR), engineering ideas 
(RI) and project assignments (PR). Third, the students were overwhelmed with making six assignments, so 
they were busy making six assignments and lacking in material, and the results tended to be made and made 
from paste. For students, it is difficult to manage time so that students have difficulty in studying accounting 
material because they are too focused on the 6 tasks of the IQF. 

.

1 INTRODUCTION 

1.1 Background 
UNIMED has implemented an Indonesian National 
Qualifications Framework (KKNI) curriculum that 
emphasizes aspects of attitude, general skills and 
mastery of specialized knowledge to answer the 
needs of current users to improve learning 
effectiveness Introduction to Accounting by 

encouraging Study Groups Lecturers (KDBK ) The 
phenomenon of this research is that the business 
environment and accounting standards of Indonesia 
are rapidly changing, while the teaching materials 
taught by introductory lecturers are still very behind. 
As a result, it is indispensable textbook introductory 
accounting that follows the change. 
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Introduction to Accounting Accounting is a 
basic, compulsory and very important subject in the 
accounting department and includes the financial 
KDBK accounting. Accounting introductory books 
have been found, but presentative introductory 
accounting teaching materials to be used in 
Indonesian lectures in the accounting department 
have not been found. 

The above phenomenon is reinforced by 
empirical reality that occurs in Accounting Study 
Program, Universitas Negeri Medan, showing that 
first, in the 2017/2018 academic year there were 28 
students who did not graduate in the Introduction to 
Accounting courses. This number increased 
considerably compared to the 2016/2017 school 
year, which was 15 students. This raises a question 
mark why this can happen even though the KKNI 
curriculum aims to improve student competence, 
which is reflected in the student graduation rate in 
the Introduction to Accounting course. Second, 
students are busy making six assignments from each 
subject, so they are less able to manage time to 
explore and inspire the introductory course of 
accounting as the main subject in the accounting 
department. Third, in the 2016/2017 academic year, 
introductory accounting has 4 credits and added 1 
credit practice so that it becomes 5 credits. Then, in 
the pre-accounting 2017/2018 school year, 4 credits 
were reduced by 1 so that there were only 3 credits. 
This SKS reduction, has a negative impact, namely 
first, the lack of depth in understanding each 
introductory accounting material taught. Second, 
there is no accounting introduction material that 
needs special emphasis. Third, there is less 
maximum fighting power from students to master 
accounting introductory subjects. 

In the learning process students are required to 
be actively involved in teaching and learning 
activities by using the Student Center Learning 
(SCL) to be able to help students to play an active 
role in the learning process and be more fluent and 
able to make and complete financial reports properly 
and correctly. 

The presentative introductory accounting 
teaching material means, first, the results of research 
through an in-depth study based on the IQF, 
second,materials introductory teachingmust meet the 
most basic knowledge and skills that must exist. 
Third, introductory accounting teaching materials 
must be easily learned by students. Fourth, teaching 
materials must be completed with Semester Lecture 
Plans (RPS). 

 
1.2 Formulation of the Problem 
Based on the background research, the problem of 
this research can be formulated as follows: Is the 
existing KKNI-based introductory accounting 

teaching material optimizing six tasks? Does the 
introductory teaching material for accounting 
already have the most basic knowledge and skills? Is 
the introductory teaching material for accounting 
guaranteed to be easily learned by students equipped 
with RPS? Has an evaluation of the advantages and 
disadvantages of the implementation of an accountat 
introductory teaching material been carried out to 
make improvements? 

 
1.3 Research 
Objectives This study aims: To produce introductory 
accounting teaching materials based on KKNI by 
optimizing six tasks, forming accounting 
introductory teaching materials that have the most 
basic knowledge achievements and the most basic 
skills, ensuring that introductory teaching materials 
are easily learned by students equipped with RPS, 
evaluate the advantages and disadvantages for 
further improvement. 

2 THEORICAL FRAMEWORK 

2.1 Learning Materials Teaching 
Materials must be made fun so that students can 
easily understand the material presented so that one 
of the obligations of the lecturer is to provide a 
pleasant learning atmosphere. Teaching materials 
are one way to make learning fun. Mulyasa (2006: 
96) revealed that teaching material is something that 
contains a message of learning, both special and 
general in nature that can be utilized for the benefit 
of learning. Prastowo (2012: 17) teaching materials 
are basically all materials that are arranged 
systematically, which displays a complete figure of 
competencies that will be mastered by students and 
used in the learning process with the aim of planning 
and reviewing the implementation of learning. Well-
designed teaching materials by lecturers will be able 
to make learning more effective and students' 
understanding of accounting increases. 

Wadjdi (2004: 105) explains that good teaching 
materials are materials that: (1) can arouse students' 
learning interest, (2) have instructional clarity, (3) 
present material with good structure, (4) provide 
opportunities for students to practice and  provide 
feedback to students, and (5) create two-way 
communication. In addition to the above matters to 
stimulate creativity and interest in student learning, 
teaching materials are designed as attractive as 
possible including the use of colors, shapes, font 
sizes and letter thickening, as well as lines and 
linesnneeded to clarify the contents of the message. 
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2.2 Competencen Introduction to Accounting 
Based on the semester lecture plan (RPS) 
competency achievements are presented as follows: 
Competent to explain the meaning of accounting 
(accounting), information users accounting, and the 
field ofspecialization accounting. Competently 
compile the company's accounting equation 
(accounting equation), categorize it types of 
financial statements and their components. 
Competent explains the characteristics, sorting 
stages in theCycle, Accounting  analyze transaction 
(transaction),record the transactions to in the general 
ledger (general journal) and specialized journals 
(specialjournal),post journals to the general ledger 
(ledger) and prepare a trial balance or The trial 
balance (trialbalance),analyze transaction data 
related adjustment (adjustmententries) adjusting 
entries, prepare a work sheet / paper 
work(worksheet),compiling financial 
statements(financial statement), prepare journal 
entries closing (closing entries), preparingreversing 
entries forservice and trade companies. 

 
2.3 Six Tasks 
In accordance with the Indonesian National 
Qualifications Framework (KKNI), the structured 
and independent tasks for introductory accounting 
courses are explained as follows: 

Routine Tasks, carried out independently.There 
are 10 routine assignments given at the end of each 
discussion in accordance with the semester learning 
plan. The Critical Book Report assignment is given 
in group 2 meetings (1 group of 3 people), with the 
task given is to criticize Jerry J. Weygandt's Book, 
Paul D. Kimmel, Donald E. Kieso-Accounting 
Principles-Wiley (2015). 

Review Journal is given at meeting 7 
independently, with the task given is reviewing 1 
journal related to the accounting cycle of a service 
company. Engineering ideas were given at the 6th 
meeting independently, with the task given was to 
make a paper with the theme determined by the 
lecturer. Mini Research is given at 10 meetings in 
groups (1 group of 3 people), with the task given is 
to conduct a mini research on one MSME (trading 
company). In general, the hypothesis that wants to 
be proven is that MSMEs do not carry out the 
accounting cycle in preparing their financial 
statements. Projects are given to the 13th meeting in 
groups (1 group of 3 people), with the task given is 
to run the correct accounting cycle on one MSME 
(services and trade) starting from the collection of 
transaction documents (real) to the preparation of 
financial statements for the past one month. 

 
 

2.4 Development of Teaching Materials 
Introduction to Accounting 
This research is research and development or 
Research and Development (R & D). Development 
conducted in the form ofteaching material 
accounting introductory. Development of Teaching 
Materials Introduction to Accounting uses a systems 
approach, emphasizing the relationship between 
each component. The system approach can also 
increase the opportunities for integrating all 
variables that affect learning in learning design. 
These steps are not standard things that must be 
followed, steps taken can be adjusted to the needs of 
the researcher. To produceteaching material 
products interactive, planning, learning design is 
needed.. 

3 RESEARCH METHOD 

This study was conducted in the Department 
Accounting of the Faculty of Economics, 
Universitas Negeri Medan, in the academic year 
2018/2019. The implementation period is from 
September to December 2018. 

The research subjects are Accounting 
Department students from the Faculty of Economics, 
Universitas Negeri Medan, using the focus group 
discuss method. The development of the substance 
of the KKNI-based accounting introductory material 
by optimizing six tasks will be integrated in the 
following steps: Making questions about perceptions 
students about 6 KKNI assignments, conducting 
FGD (Focus Group Discuss) about student 
perceptions of 6 KKNI assignments, recapitulating 
data that has been collected, analyzing and 
discussing 6 tasks that have been discussed, 
discussing the relationship between teaching 
materials and the 6th KKNI, and make suggestions 
and conclusions regarding the 6 claims of the IQF. 

Data analysis in this study used quantitative 
descriptive analysis using the Focus Group Discuss 
(FGD) method. 

4 RESULT AND DISCUSSION 

4.1 Student Perceptions of 6 KKNI 
Tasks Routine Tasks  
The benefits of routine assignments are that students 
become more active and creative in understanding 
lecture material. Trained students and accustomed to 
working on introductory accounting questions, in the 
form of making financial statements of a company in 
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detail and complete. Students become challenged 
and motivated in mastering the material being 
taught. Students prepare material before entering 
hours lecture. The constraints of making routine 
tasks are theproportion of very dense assignments 
and many, making students unable to fully 
understand due to routine tasks whose proportions 
are relatively large. Students in managing these 
routine tasks are said to be lacking, because each 
subject other than the introductory accounting 
course also has other subjects. So that students still 
cannot take advantage of the time in carrying out 
this routine task because they have received various 
routine tasks from various other subjects. So, the 
average student does the routine in H-1 before the 
assignment is collected. This becomes ineffective 
and inefficient. 

The solution to the constraints of making routine 
tasks is the proportion of routine tasks minimized by 
creating tasks without reducing the level of quality 
of the routine tasks. So that students are not 
depressed by the large proportion of many routine 
tasks and can control the routine tasks of other 
courses. Based on the above, students can practice 
managing time during routine tasks. 
 
Critical Book Report 
The benefits of CBR assignments are to train 
students to criticize a book with other books for the 
better, so that the best books are obtained as 
teaching materials that will be used in lectures. Train 
students in formulating and concluding the results of 
book criticism. The obstacle of making CBR is that 
students do not understand how to criticize the right 
according to CBR writing in general. Theinterest in 
reading averagestudents is less, due to various 
aspects. Can be seen from the nature of CBR 
assignments in groups, usually students in the 
process are only a few people who work so that 
those who do not participate. 
The solution to the constraints of making a CBR is 
that each student must have a clear RPS course and 
if there is a part of a systematic assignment that is 
less clear, he can ask the lecturer or senior class who 
have experience in this CBR assignment. In 
increasing student interest in reading, this task 
should be individual or independent with different 
material based on the sub-chapter. 
 
Critical Journal Review Benefits task 
CJR is menambah information that is fundamental 
from an article research, of scientific know the 
systematic manufacture journal of the kindest, 
students samakin good at criticizing, comparing, 

finding and determining the essential information in 
a journal, is able to develop the knowledge, even 
making own journal about a material that is indeed 
in its field. Constraints from making CJR isa 
semester student first, students have never worked 
on CJR so that new students are often confused and 
need a relatively long time to finish it, not knowing 
how the location and structure of the journal is so 
often wrong to do it. For the 3rd semester students 
and onwards, this task was only a formality and only 
through copy paste from the senior or making it 
carelessly. The solution to the problem of making 
CJR was asking the lecturer directly during the 
lecture and looking for references from senior 
brothers and fellow friends, finding out how is the 
systematic creation of CJR, making deadlines for 
each task so that the tasks that are not piled up, work 
on the tasks together so that when things are found 
thatn't we dounderstand we can discuss them 
together. 
 
Engineering ideas 
The benefit of RI's duty is to expand students' minds 
so they can find new ideas in ccounting, helping 
students to run their own businesses. Constraints in 
making RI is the difficulty of finding new ideas in 
accounting so students often copy-paste other 
people's ideas. 

The solution to overcoming the constraints of 
RI's duty is that this task is better combined with 
Mini research assignments because it is in line to 
make students easier in their work. 
 
Mini Research 
Benefits of MR task is to add insight and thinking 
ability to train students to conduct research in a 
simple, investigate the situation existing problems, 
find solutions to a problem, knowing something 
previously unknown, solve various problems in 
SMEs. 

The constraint of the MR assignment is the time 
needed to carry out a relatively long mini research 
and the relatively large amount of material used. 

The solution to overcome the obstacles in 
making MR tasks is to make mini research 
assignments in line with engineering ideas and 
projects so that the time and material spent can be 
minimized. Determine a mini research site in 
advance so as not to rush when tasks will be 
collected. 
 
Projects  
Thebenefits of project assignments are training 
students to deal with real problems not only theories, 
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developing initiatives and responsibilities, one of the 
ways to develop what has been learned in the 
workplace in the world, training and getting used to 
communicating and discussing, training in 
teamwork, giving experience on the field and 
meeting outsiders, trained students report their work 
on the field, train students to speak in public. 

Obstacles in making project tasks are too much 
time consuming, there is no knowledge of children 
in the first semester so that it is difficult for first 
semester children to conduct research on the 
problem so that the project runs poorly, the project 
becomes difficult to implement if the lecturer 
explains vaguely, the number of tasks so that 
thinking becomes rigid so that it does not produce a 
quality project. The solution to overcome the 
obstacles in making project assignments is that 
lecturers must guide students continuously so that 
the results obtained are satisfactory and students 
must make projects in accordance with the Republic 
of Indonesia that they have raised. 
 
4.2 Linkages Teaching Materials 
Towards 6 Routine Task Tasks, The majority of 
students said that routine assignments were closely 
related to teaching materials because the routine task 
was to re-discuss the material explained by the 
lecturer. 

Critical Book Report, The majority of students 
said that CBR was very much related to teaching 
materials because students would re-discuss books 
or teaching materials taught by lecturers. 

Critical Journal Review, The majority of students 
say that CJR is not too related to teaching materials 
because it is difficult to find journals that are truly in 
accordance with the material being taught by the 
lecturer. 

Idea Engineering, the majority said that RI was 
related to teaching materials but it was very difficult 
to find engineering ideas that were truly new and 
could be applied directly. 

Mini Research, The majority of students say that 
MR is very related to teaching materials because 
MR is a direct application of teaching materials 
given by lecturers. 

Project, The majority of students said that the 
project was related to teaching materials because the 
project of implementing RI directly but requires 
relatively longer time. 
 
4.3 Excess weaknesses andsolutions 
RPS Strengths in this RPS were made systematically 
and clearly because of each point given information. 
Starting type, font size, line distance, margins, paper 

size and any contents of each sub-title such as 
abstracts, contents, goals, methods, conclusions and 
suggestions. 

The disadvantages of RPS are that the 
assignment given is not always in accordance with 
the material being taught, and the student does not 
contradict the RPS because of the lack of 
assertiveness from the lecturer, but students often 
ignore RPS. In addition, therechanges is no clear 
explanation of materialsuch as the journaling 
method with the old and new methods. 

The suggestion for the weakness of the RPS is 
that the lecturer should make the assignment in 
accordance with the material so that the students 
understand the task. Lecturers should be more 
assertive in instructing students to always carry the 
RPS so that there is no confusion about the lecture 
material and the task writing systematics. The value 
given for each task is too little to make students 
trivial with the tasks they are doing. The value given 
should be in accordance with the difficulty of the 
assignment. 

5 RESULTS 

The results of the research on the development of 
Teaching Materials for Problem Based Learning 
Strategy include: 1) student worksheet; 2) learning 
strategy material; and 3) problem-based evaluation 
instruments. 

Student worksheets are developed to help 
students understand the teaching material for 
learning strategies. Student worksheets are designed 
to adopt problem-based learning steps which 
include: 1) problem orientation; 2) learning 
organization; 3) individual or group investigations; 
4) development and presentation of problem solving 
results; 5) analysis and evaluation of the problem 
solving process. 

Teaching materials designed include: 1) learning 
theory in learning; 2) basic concepts of learning 
strategies; 3) 21st century learning strategies; 4) 
learning approach; 5) learning methods and 
techniques; 6) learning models; 7) teaching factory; 
8) strengthening character education. 

Evaluation instruments designed include: 1) 
problem-based problem instruments; and 2) 
assessment guidelines. 
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6 CONCLUSIONS 

Conclusion of this article isare that thereno pre-
tentative accounting introductory teaching materials 
used in Indonesia, there are teaching materials for 
foreign books, domestic books and lecture material 
collections. The learning material has been described 
in the KKNI-based semester RPS recovery plan and 
has been completed with six assignments but has not 
been tested by experts. Students who are diligent and 
like to work hard to master an accounting 
introductory book are almost certain to be 
maximally successful, while for students who are 
lazy things become hard and difficult. Constraints, 
for lecturers, are first difficult to understand foreign 
language books and prefer to use existing teaching 
materials, so it is very necessary to present 
presentative and up-to-date accounting introductory 
teaching materials. Second, the introduction of 
accounting teaching materials has not yet been 
created in line with the six main tasks, mini research 
assignments (MR), engineering ideas (RI) and 
project assignments (PR). Third, students were 
overwhelmed with making six tasks, so they were 
busy making six assignments and lacking in 
understanding the competencies of the material, and 
the results tended to be made and made from 
pasting. Fourth, the lecturers were over whelmed to 
correct six tasks so that they did not give maximum 
input to 6 tasks. Constraints, for students is difficult 
to manage time so that students have difficulty in 
studying accounting material because they are too 
focused on 6 KKNI tasks. The advice of this article 
is that accounting materials should be presentative 
and relevant to the present and easily understood by 
students. 

The KKNI task should be made as simple as 
possible and in accordance with the ongoing 
material accompanied by guidance from the lecturer. 
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Abstract: Financial performance is one consideration for investors in investing in a bank. The decline in financial 

performance can affect banks in obtaining future earnings. the prospect of a bank is highly dependent on the 
ability of management in managing risk, the level of liquidity, banking governance, and managing 
intangible assets. The sample in this study were all Islamic commercial banks operating in Indonesia, the 
observation period of this study was 2012 to 2016. The variables used were Performance measured through 
the Return On Asset approach, Risk Profile measured through the Non Performance Financing ratio, 
Liquidity through Capital Adequacy Ratio ratio approach, Good Corporate Governance through the IPCG 
index approach, and Intellectual capital through the Value Added Capital Employed approach, Value Added 
Human Capital, and Structural Capital Value Added. This study uses Multiple Regression as an analytical 
tool. The results of this study indicate that only the risk profile, level of liquidity and Intellectual capital of 
Value Added Capital Employed have influence while Good Corporate Governance, Intellectual capital from 
Value Added Human Capital and Structural Capital Value Added have no influence over financial 
performance of Islamic Banking in Indonesia. 

 
 

1 INTRODUCTION 

Financial performance is one of the big 
cnsiderations for investors in investing in a bank. 
The decline in financial performance can affect 
banks in obtaining future earnings. the prospect of a 
bank is highly dependent on the management's 
ability to manage risk, the level of liquidity, banking 
governance, and managing intangible assets. 

Financial system (financial system) is a 
collection of institutions. market. provisions of 
legislation. law / regulations. and ways or techniques 
where securities (securities) are traded. interest rates 
are determined and financial services are produced 
and offered to all corners of the world (A.Rose et.al 
2006). Financial experts agree that in the financial 
system there are seven important main functions, 
namely the savings function. wealth function. 
liquidity function. credit function. payment fuction 
function. risk function and policy function. 

Banking systems in Indonesia are the largest part 

of the financial system. Its role is very strategic and 
significant in accelerating national economic 
growth. The interaction between the financial system 
and the real sector has actually occurred in various 
business cycles. Although in general the financial 
system is only a derivation of the real sector but in 
reality what happens is that both of them influence 
each other in forming a long-term balance. The 
development of the financial sector through 
improving the structure and integration of financial 
markets within it is certainly expected to be able to 
increase the acceleration of economic activity in the 
community and accelerate the turnaround of the 
national economy. 

The need for banks is vital because all activities 
carried out by the community are always related to 
money, and money is always related to the world of 
banking. In Indonesia the majority of the population 
is Muslims also need banking services. Started in 
1992 but only fully operational in 1998 The first 
Sharia Bank was operational, namely Bank 

Abdurrahman, Rodoni, A. and Yusuf, M.
Does the Risk Profile, Liquidity Ratio, Good Corporate Governance and Intellectual Capital Able to Affect the Financial Performance of Islamic Banks in Indonesia?.
In Proceedings of the 1st Unimed International Conference on Economics Education and Social Science (UNICEES 2018), pages 1223-1228
ISBN: 978-989-758-432-9
Copyright © 2020 by SCITEPRESS – Science and Technology Publications, Lda. All rights reserved

1223



 

Mualamat, Tbk and was followed by 12 other 
Islamic banks until 2018. The development of 
sharia-based banks indicated that the Islamic 
economy had developed in Indonesia Falikhatun and 
Assegaf, 2012). 

The banking business is a business of trust, 
where banks must have very much Human 
Resources, which have a role as intermediaries 
between those who have excess funds and those who 
lack funds and institutions that function to facilitate 
payment flow, as well as the Sharia banking needs to 
be trusted in carrying out its activities. This can be 
seen from the 2016 data which states that the market 
share of Islamic banking is only 5.33% of 
Indonesia's national banking.  

Growth and development of profitability (Return 
On Asset) from 2011-2016 in Islamic banking in 
Indonesia tends to fluctuate. 

 
Figure 1: Growth and development 

The future and prospects of the organization, 
especially banking management, are highly 
dependent on the ability of management to manage 
risk, manage liquidity, and how management's 
ability to increase company value. The role and 
standard of Risk profile, Liquidity level, Good 
Corporate Governance and Intellectual Capital are 
very significant in influencing the performance of 
Islamic banking so it is interesting to be investigated 
further. 

2 THEORICAL FRAMEWORK 

The decision making role of the firm has progressed 
from the neoclassical standpoint of profit 
maximization to sales maximization, utility 
maximization, and satisficing. From the Operation 
Research point of view. The ideal picture is that 
someone, presumable the firm that hires the 
operations researcher, hands him, on a silver platter, 
an objective function. By talking to the engineers, or 
by looking into a few scientific laws, he determines 
the policy alternatives available and also the model. 
(Arrow, 1984). 

Resource Based Theory (RBT) 
Resource Based Theory is a theory that illustrates 
that a company can increase its competitive 
advantage by developing resources so that it can 
direct the company to survive in the long term. The 
key to the RBT approach is the strategy of 
understanding the relationship between resources, 
capabilities, competitive advantage, and profitability 
in particular to be able to understand the mechanism 
by maintaining competitive advantage over time. 
This model requires the use of unique characteristics 
of the company. 

This theory was first put forward by Wernerfelt 
(1984) in his work entitled "A Resource-based view 
of the firm". But much of the reference research is 
articles by Barney (1991) "Firm Resource and 
Sustained Competitive Advantage". Firm resource 
explained helps companies improve the efficiency 
and effectiveness of the company's operations. 
Furthermore, competitive competitiveness can be 
understood by instilling an understanding that the 
company consists of heterogeneous and immovable 
elements. Steps to maximize competitive advantage, 
companies must meet four criteria, namely valuable, 
awareness, inimitability and non-substitutability. 

 
Risk Profile 
The bank's risk profile is a description of the main 
risks that exist in bank activities. Banks in running a 
business contain a variety of risks. The risk profile is 
a summary that provides an overview for risk 
management what needs attention. 

The risk profile is measured by identifying the 
inherent risks in various business activities, or the 
risks inherent in bank activities, and evaluating the 
quality of controls, and the plan to improve quality 
control. 

Bank Indonesia makes the risk category 
consisting of credit risk, market risk, liquidity risk, 
operational risk, compliance risk, strategic risk, 
reputation risk and legal risk. For the eight risks, it 
can be determined what risks need to be prioritized 
by management's attention to be managed properly, 
because they are seen as potentially harming the 
bank. (Bank Indonesia Regulation Number: 13/1 / 
PBI / 2011) 
 
Liquidity Level 
The term liquidity is basically a term absorbed from 
English, namely the word liquid which means liquid. 
This term usually indicates the level of liquidity of 
funds or wealth owned by a company organization. 

According to KBBI (Indonesian dictionary) 
itself, the definition of liquidity is the position of 
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money or cash of a company and its ability to fulfill 
obligations that are due on time; ability to fulfill 
obligations to pay debts on time. 

The company's liquidity level is usually 
indicated in the form of certain numbers such as fast 
ratio numbers, current ratio numbers, and cash ratio 
figures. The whole number in these three ratios is a 
comparison between the level of current assets and 
the amount of liabilities held by the company. 
 
Good Corporate Governance 
Good Corporate Governance (GCG) is the principle 
that directs and controls the company in order to 
achieve a balance between the strength and authority 
of the company in providing its accountability to the 
shareholders in particular, and stakeholders in 
general. Of course this is intended to regulate the 
authority of Directors, managers, shareholders and 
other parties related to the development of 
companies in certain environments. 

The Center for European Policy Studies (CEPS) 
has another formula. GCG, said the center of study, 
is an entire system formed from rights, processes, 
and controls, both within and outside the 
management of the company. For the record, rights 
here are the rights of all stakeholders, not limited to 
shareholders only. Rights are the various strengths 
that individual stakeholders have to influence 
management. The process, meaning the mechanism 
of these rights. Control is a mechanism that allows 
stakeholders to receive the information needed about 
various company activities. 

Meanwhile, ADB (Asian Development Bank) 
explained that GCG contains four main values, 
namely: accountability, transparency, predictability 
and participation. Another understanding came from 
the Finance Committee on Corporate Governance in 
Malaysia. According to the agency, GCG is a 
process and structure used to direct and manage the 
business and business of the company towards 
increasing business growth and corporate 
accountability. The ultimate goal is to increase the 
value of shares in the long term but still pay 
attention to the various interests of other 
stakeholders. 
 
Intellectual Capital 
In There are many corporate valuation methods. 
Nevertheless, studies find contradictory results, and 
the corporate finance community is not even close to 
a universal methodology of company valuation. 
Different methods have different advantages in 
different situations, and some capture important 
aspects of valuing a business, which are not 

recognized by others. Traditional company valuation 
methods pay more attention to either historical 
figures (based on the balance sheet, income or cash 
flow statement) or inexact forecasting [for example, 
free cash flow and weighted average cost of capital 
(WACC) for subsequent periods]. These methods 
are mostly taking into consideration the physical 
assets of the company, while in the knowledge-
based economy more emphasis is put on employees 
and intellectual capital. Therefore, afore mentioned 
corporate valuation methods are not suitable in 
today’s world. 

Intellectual capital has been recognized as 
knowledge applied to practice, reflecting 
organizations ability to perform and not just 
calculating the value of knowledge in financial 
terms. The application of knowledge in innovation 
and agility to succeed in business is what 
differentiates today's organizations, i.e., the 
distinctive capacity of these organizations is their 
'knowledge in action' (Davenport and Prusak, 1998). 
For this knowledge to be reflected, organizations 
should disclose an IC report showing the 
transactions on knowledge, as the annexto financial 
statements reflects the transactions within the 
accounting system (Mouritsen, 2006).  

We live in an economy where dematerialization 
of production, and information and communication 
echnologies, especially the internet, have a leading 
role, creating a network economy with intensive use 
of knowledge and innovation in the production of 
goods and services. Knowledge is then the main 
factor of production and competitive pressures have 
made innovation the key factor for businesses 
survival. The type of IC disclosure is valuable 
information for investors, as it can help them 
reducing the uncertainly of the bank’s future 
prospect and facilitate in valuing the bank. Table 1 
provides the main contributions of some of the IC 
disclosure models available in the literature. 

3 RESULT METHODS 

This study examines the level of influence of 
Independent variables (X) in this case are Non 
Performance Finance (NPF), Capital Adequacy 
Ratio (CAR), Good Corporate Governance (GCG) 
and Intellectual Capital (Value Added Capital 
Employed-VACA, Value Added Human Capital- 
VAHU, and Structural Capital Value Added-STVA) 
on the dependent variable (Y) in this case is Return 
On Assets (ROA). The design of this study is 
causality. The type of data used is quantitative data 
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data in the form of numbers that have been 
processed from the financial statements of Islamic 
banks sourced from the site www.bi.go.id and 
www.ojk.go.id. 

The research population is Islamic banking 
registered at Bank Indonesia for the period from 
2012 to 2016. The samples in this study were 11 
(eleven) Islamic banks in Indonesia. The operational 
definitions in this study are as follows:  

 
Table 1: Operating Variable 

Variable Formula Scale 

Return on Asset 
(ROA) 

ROA = Earning Before Tax x 
100% 

Total Credit 
 

% 

Risk Profile ( 
NPF) 

NPF = Problem Credit x 
100% 

Total Credit           

% 

Good Corporate 
Governance  
(GCG) 

IPCG =  Item scor disclosure 
x 100% 

Maximum scor 

% 

Capital 
Adequacy Ratio 
(CAR) 

CAR = Capital   x 100% 
ATMR 

% 

Intellectual 
Capital (VAIC) 

 

VACA =    Value Added   x 
100% Capital Employed 

% 

VAHU =   Value Added   x 
100% Human Capital 

% 

STVA = Structural Capital  x 
100% Value Added 

% 

 
The data analysis technique in this study uses 
multiple linear regression techniques using statistical 
software. The following is the data technique used in 
this study, namely: 1). Descriptive statistics are used 
to give an overview of variables and data seen from 
the mean, standard deviation, maximum, minimum, 
variance and so on. 2). Classical Assumption Test 
which includes normality test, multicollinearity, 
autocorrelation and heteroscedasticity. and 3). 
Hypothesis Test consists of F Test and t Test 4) 
Determinant Coefficient Test. 

4 ANALYSIS 

This study shows the results in the form of 
descriptive statistics, the results of testing the quality 
of data and the results of statistical tests for 
hypotheses that are suitable or not in accordance 
with the theory used by researchers in this study 
 
 

Descriptive statistics 
Descriptive statistics provide an overview of 
research data in the form of Non-performance 
Financing (NPF), Good Corporate Governance 
(GCG), Capital Adequacy Ratio (CAR), Intellectual 
Capital (Value Added Capital Employed-VACA, 
Value Added Human Capital-VAHU, and Structural 
Capital Value Added-STVA) and Return On Assets 
(ROA). As stated in table 1. The following 
descriptive statistics: 
 

Table 2: Deskriptive Statistics 

Descriptive Statistics 
 N Min Max Mean S. Deviation

NPF 55 .10 13.00 4.5864 7.32093
GCG 55 11.63 77.91 48.3721 17.06835
CAR 55 7.91 89.16 23.9973 17.57944
VACA 55 -.48 .92 .2376 .22478
VAHU 55 -12.52 4.24 1.1425 2.22429
STVA 55 -5.90 3.07 .2091 1.12440
ROA 55 -5.57 4.31 .5566 1.35334
Valid N 
(listwis
e) 

55     

 
Based on table 2 that this study has 55 sample data. 
The variables discussed are as follows: NPF shows 
an average of 4.5864%, which means that Islamic 
banking has a risk that is close to the maximum 
value set by Bank Indonesia which is 5% so that it 
can be said that Islamic banking still has high risk, 
GCG shows an average amounting to 48.37% which 
means that Islamic banking is still not serious in 
implementing GCG, CAR shows an average of 
23.99%, which means that Islamic banking has a 
good level of liquidity, while Intellectual Capital 
including VACA shows an average of 0.2376 or 
23.76% meaning that the ownership of a sharia 
banking company has a pretty good added value, 
VAHU shows 1.1425 or 114.25%, which means that 
Islamic banking gets a considerable value added 
from employees, and STVA shows an average of 
0.2091 or 20.91% which means that structural 
capital has a contribution for value added banking 
sharia and ROA show an average of 0.5566 or 
55.66%, which means that Islamic banking has a 
performance that can be said to be good because it is 
able to manage its assets well in earning profits. 
 
F Test 
The F test is used to determine the extent to which 
the independent variables are able to explain 
together the dependent variable. 
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Table 3: F Test Output 
ANOVAa 

 
Sum of 
Squares df 

Mean 
Square F Sig. 

 Regressi
on 

70.808 6 11.801 20.163 .000b

Residual 28.095 48 .585   

Total 98.903 54    

 
Based on the table above shows a significant value 
of 0.000 <0.05. meaning independent variables are 
able to influence together Dependent Variables. It 
can be concluded that the variables are Non-
performance Financing (NPF), Good Corporate 
Governance (GCG), Capital Adequacy Ratio (CAR), 
Intellectual Capital (Value Added Capital 
Employed-VACA, Value Added Human Capital 
VAHU, and Structural Capital Value Added-STVA ) 
able to explain together the ROA variable. 
 
 t  Test 
This test is used to find out whether the regression 
coefficient has a partial or significant influence 
between the independent variable (X) on the 
dependent variable (Y) 

 
Table 4: t Test Output 

Coefficientsa 

 

Unstandardized 
Coefficients 

Standar
-dized 
Coeffi-
cients 

t Sig. 

Collinearity
Statistics 

B 
Std. 

Error Beta Tol 
VI
F 

 (Constan
t) 

-.881 .420  
-

2.100
.041   

NPF 
-.130 .049 -.239

-
2.679

.010 .741
1.3
50

GCG 
-.000 .006 -.006 -.073 .942 .887

1.1
27

CAR 
.031 .007 .404 4.340 .000 .684

1.4
62

VACA 
4.582 .694 .761 6.599 .000 .445

2.2
47

VAHU 
.065 .060 -.107 1.090 .281 .611

1.6
37

STVA 
-.074 .097 -.061 -.760 .451 .908

1.1
01

a. Dependent Variable: ROA 

 
Based on the table above it can be concluded that 
NPF is able to influence ROA, GCG is not able to 
influence ROA, CAR is able to influence ROA, 
VACA is able to influence ROA, VAHU is unable 
to influence ROA, and STVA is unable to influence 
ROA 

Determinant Coefficient Test 
The coefficient of determination is used to find the 
contribution of the independent variable (X) to the 
dependent variable (Y) 
 

Table 5: Determinant Coefficient Test Output 

Based on table 5 shows that the number of 
coefficients (R) is 0.846 which indicates that the 
relationship between the independent variable and 
the dependent variable is strong because it has R> 
0.5. The R2 value is 0.716, indicating that 71.6% of 
the dependent variable variation (ROA) can be 
explained by variations in the independent variables 
(NPF, CAR, GCG, VACA, VAHU, and STVA) in 
this study. While the remaining 28.4% is explained 
by other variables outside the model. 

5 RESULT 

The results of this study indicate that basically a 
sharia banking company is one company that is 
categorized as an industry that has so many 
provisions in its operational management that are not 
immune from risk management, capital adequacy, 
good corporate governance, and management of 
intangible assets. 

However, in this study it can be explained that 
only risk management, capital adequacy and the 
management of intangible assets of value added 
capital employed have an influence on the 
performance of Islamic banking. 

Risk management is important in banking 
performance given that Islamic banking is a 
company engaged in services. Whereas the level of 
liquidity is an absolute provision for a bank to 
operate in Indonesia, and Intellectual Capital in 
Value Added Capital Employed (VACA) is 
important because in VACA it consists of physical 
capital and financial assets. This means that Islamic 
banking companies must be efficient in running the 
company by optimally utilizing existing assets. 
 

Model Summaryb 

Mo

del R 

R 

Square 

Adjusted 

R Square 

Std. 

Error of 

the 

Estimate 

Durbi

n-

Watso

n 

1 .846a .716 .680 .76506 2.192
a. Predictors: (Constant), STVA, VACA, GCG, CAR, VAHU, NPF 
5. Dependent Variable: ROA 
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6 CONCLUSIONS 

This study concludes as follows: where the research 
model is feasible because the independent variables 
in this study jointly influence the performance of 
Islamic banking. while the results of the partial test 
found that only NPF, CAR and Intellectual Capital 
in VACA were able to influence the Performance of 
Islamic Banking while GCG, Intellectual Capital in 
VAHU and STVA were not strong enough to 
influence the performance of Islamic banking. the 
relationship between independent variables and the 
dependent variable is quite high and the contribution 
of independent variables in explaining the dependent 
variable is also quite high. 
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Abstract: The research objective was to analyze the effect of earning per share (EPS), return on equity (ROE), and 

price earning ratio (PER), dividend payout ratio (DPR), interest rate on stock prices. 

Sampling using purposive sampling method, with the criteria of 10 issuers that have the highest stock 

capitalization value in the Jakarta Islamic Index (JII) during the period 2014-2017. Analysis used multiple 

linear regressions. This research data passed the classic assumption test. 

The results showed that earning per share and return on equity had a significant effect on stock prices, 

whereas, price earning ratio, dividend payout ratio, and interest rate have no effect.   

 

 

 

1 INTRODUCTION 

Investors choose stocks that require historical data 

on stock price movements on stock exchanges on an 

individual, group, or combination basis. Given that 

stock investment transactions occur in every share 

with a variety of very complex and different 

problems, stock price movements require specific 

information. Information that is simple and can 

represent a certain condition will realize the problem 

map. This is symbolized by numbers or certain 

terms. Based on this problem map, investors can 

predict the situation that will occur in the future. The 

historical mapping system contains a number of 

facts and certain quantities that describe changes in 

stock prices in the past. The form of historical 

information that is considered very appropriate to 

describe the movement of stock prices in the past is 

a stock price index. The stock price index provides a 

description of stock prices at a certain time or a 

certain period. The stock price index is a record of 

changes and movements in stock prices since the 

first time they circulated until a certain time 

(Sunariyah, 2011). 

A company can obtain its own capital through 2 

ways to hold part of its profits and issue new 

common shares. If profit is not retained, the profit 

will be distributed in the form of dividends. 

Investors who receive dividends can use it to buy 

shares in other companies. If the profit is retained, it 

means that the shareholders reinvest the profits that 

are entitled to the company. Therefore shareholders 

require that the company must be able to provide a 

minimum of the profits that can be obtained by 

shareholders on other investment alternatives that 

have the same risk as the company's risk (Atmaja, 

2003). 

2 THEORICAL FRAMEWORK 

According to (Husnan, 2005), shares are proof of 

company ownership in the form of Limited Liability 

Company (LLC). The owner of a company's stock is 

referred to as a shareholder and can be said to be the 

owner of the company. The responsibility of the 

owner of the company in the form of LLC is limited 

to the capital deposited. In conducting business 

activities including investments in shares, investors 

will certainly be faced with potential benefits and 

risks. According to (Darmadji and Fakhrudin, 2006), 

the benefits of buying shares are as follows: 

1. Get Dividends 
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Dividends are the distribution of profits given 

by the issuing company for the profits generated 

by the company. Dividends are given after 

obtaining approval from shareholders in the 

General Meeting of Shareholders (GMS). 

Investors who are entitled to receive dividends 

are investors who hold shares up to the time limit 

determined by the company at the time of 

dividend announcement. Generally dividends are 

one of the attractions for shareholders with a 

long-term orientation, for example institutional 

investors, pension funds, and others. The 

dividends distributed by the company can be in 

the form of cash dividends and stock dividends. 

Cash dividends are given to each shareholder in 

the form of cash in certain rupiah amounts for 

each share, while share dividends are given to 

each shareholder in the form of shares so that the 

number of shares held by an investor will 

increase with the share dividend distribution.  

2. Capital Gain 

Capital Gain is the difference between the 

purchase price and the selling price. Capital gain 

is formed by the trading activity of shares in the 

secondary market. Generally, investors with 

short-term orientation pursue profits through 

capital gains. The investor can buy shares in the 

morning, then sell them again in the afternoon if 

the stock increases. 

Besides these two advantages, it is also 

possible for shareholders to get bonus shares (if 

any). Bonus shares are shares that are distributed 

to shareholders taken from premium shares. The 

stock premium is the difference between the 

selling price and the nominal price at the time the 

company makes a public offering on the primary 

market. 

In addition to getting profits, buying shares can also 

risk as follows: 

1.  Not Receiving Dividend 

The company will distribute dividends if its 

operations make a profit. Therefore, companies 

cannot distribute dividends if they suffer losses. 

In other words, the potential profit of investors to 

get dividends is determined by the performance 

of the company. 

2.  Capital Loss 

In stock trading activities, investors do not 

always get capital gains or profits on the shares 

they sell. There are times when investors must 

sell shares at a price lower than the purchase 

price. Thus, an investor experiences capital loss. 

In buying and selling shares, sometimes to avoid 

the potential for greater losses as the stock price 

continues to decline, an investor is willing to sell 

his shares at a low price. This term is known as 

cut loss. 

3. The company went bankrupt or liquidated 

If a company goes bankrupt, of course it has 

a direct impact on the company's shares. In 

accordance with the rules for listing shares on the 

Stock Exchange, if a company goes bankrupt or 

liquidated, the shares of the company will 

automatically be issued from foam or delisted. In 

the condition that the company is liquidated, the 

shareholders will be in a lower position than the 

creditors or bondholders. This means that after 

all the company's assets are sold, the proceeds of 

the sale are first distributed to the creditors or 

bondholders, and if there are still leftovers, then 

distributed to the shareholders. 

4. Shares are issued from the Exchange (delisting). 

Another risk faced by investors is if the 

company's shares are excluded from the listing of 

the Stock Exchange or delisted. The company's 

shares are delisted from the stock exchange 

generally due to poor performance, for example 

in a certain period of time they have never been 

traded, suffered several years of losses, did not 

distribute consecutive dividends for several 

years, and various other conditions in accordance 

with the Securities Listing Regulations at the 

Exchange. Delisted shares are of course not 

traded again on the exchange. Even though these 

stocks can still be traded outside the stock 

exchange, there is no clear price benchmark and 

if sold usually at a price much lower than the 

previous price. 
5. The stock is suspended. 

A stock suspended or terminated by the 
Securities Exchange Authority causes investors 
to be unable to sell their shares until the 
suspension is revoked. The suspension usually 
takes place in a short time, for example a trading 
session, two trading sessions, but can also take 
place within a period of several trading days. 
This is done by the exchange authority if a share 
experiences a tremendous surge in prices, a 
company is bankrupt by its creditors, or various 
other conditions that require the Exchange 
Authority to temporarily stop trading the shares. 
The trading of these shares will be resumed until 
the relevant company provides confirmation or 
other information clarity. Abnormal stock price 
movements (caused by unclear information) are 
not speculations for investors. 
The stock price is very important to know in 

advance by investors before deciding on a stock 

investment. According to (Darmadji and Fakhrudin, 
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2006), stock prices are formed because of the 

demand and supply of shares. Then, the demand and 

supply occur because of many factors, both specific 

to the stock and macro nature such as the state of 

the economy, social and political conditions, and 

information that develops. In other words, the stock 

price is the buying and selling price that is being 

applied in the securities market which is determined 

by market forces, in the sense that it depends on the 

strength of demand and supply. 

Investors also need to know some ratio analysis 

related to company performance. Ratio analysis can 

have an impact on the fluctuation of stock prices, 

such as Earning Per Share (EPS), Return on Equity 

(ROE), Price Earning Ratio (PER), and Dividend 

Payout Ratio (DPR). The four ratios are internal 

factors that can affect the fluctuation of stock prices. 

Earning PerShare (EPS) or income per share is a 

form of profit given to shareholders of each share 

owned. EPS is obtained from a comparison between 

net income after tax and the number of ordinary 

shares outstanding. Furthermore, Return on Equity 

(ROE) is a ratio that examines the extent to which a 

company uses its resources to be able to provide a 

return on equity. ROE is obtained from the 

comparison between net income after tax and equity. 

Whereas, Price Earning Ratio (PER) is a comparison 

between market price pershare and earnings per cent 

(Fahmi, 2014). According to (Darmadji and 

Fakhrudin, 2006)  Dividend Payout Ratio (DPR) is a 

ratio that measures the ratio of dividends to company 

profits. This ratio is used to measure dividend policy 

with the Dividend per Share formula : Earning per 

Share x 100%. Dividend policy is a decision taken 

by a company regarding the distribution of the 

company's net profit or the distribution of company 

property to shareholders in the form of dividends or 

holding in the form of retained earnings.  

According to (Sunariyah, 2011), the interest rate 

is the price of a loan. Companies that borrow funds 

are charged interest as a price for the source of funds 

used. The interest rate is expressed as a percentage 

of principal per unit of time. Interest is a measure of 

the price of resources used by the debtor that is paid 

to creditors. Time units are usually expressed in 

units of year (one investment year) or can be shorter 

than one year. 

The Indonesian capital market was developed 

into two major groups of shares. First, conventional 

stock groups, while others are sharia stock groups. 

Islamic stocks are grouped into one index called the 

Indonesian Syariah Stock Index (ISSI). According to 

(Sunariyah, 2011), in order to develop the Islamic 

Stock Market of the Jakarta Stock Exchange (JSX) 

together with PT Danareksa Investment 

Management (DMI) has launched a stock index 

made based on Islamic sharia namely the Jakarta 

Islamic Index (JII). According to (Hartono, 2009), 

JII uses a basis dated January 1995 with an initial 

value of 100. JII is updated every 6 months, namely 

at the beginning of January and July. JII is an index 

containing 30 company shares that meet investment 

criteria based on Islamic law, with the following 

procedure: 

1. The selected shares must have been recorded for 

at least the last 3 months, except for shares 

included in 10 large capitalization. 

2. Having a debt to asset ratio should not exceed 

90% in annual or mid-year financial statements, 

3. From the number 1 and 2 criteria, 60 stocks were 

chosen with the largest order of market 

capitalization in the last 1 year. 

4. Then 30 stocks are selected in the order of the 

level of average liquidity in the value of regular 

trading over the past year. 

3 RESEARCH METHOD 

1.  Population and sample 

According to (Suliyanto, 2009), the population is 

the whole object whose characteristics we want 

to test. The sample is part of the population 

whose characteristics we want to test. The 

population used in this study is as many as 30 

companies whose shares have been included in 

the Jakarta Islamic Index for the 2014-2017 

period. In a study two methods can be used in 

determining the sample data, namely probability 

sampling or non-probability sampling. On 

probability sampling, randomly selected data 

means that each prospective sample data has the 

same opportunity or probability to be selected as 

data or samples of a study. Whereas in non-

probability sampling the data used as samples 

must meet specific criteria in their selection. 

The sampling technique in the Non-

probability sample is purposive sampling which 

is based on certain criteria for specific purposes. 

The criteria that form the basis of sample 

selection are: 

a. Companies listed in the Jakarta Islamic 

Index on the Indonesia Stock Exchange, 

b. Shares traded during the 2014-2017  

observation period for the most active 

companies. 

c. Data needed is available on the website 

www.idx.co.id. 
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Based on the criteria specified above, a 

sample of 17 companies was obtained for the 
2014-2017 observation period, then 10 (ten) 
large capitalized companies were taken. 

2. The Data Analysis Method 

a. Regression Analysis 

This study uses a multiple regression analysis 

method. The regression equation used in this 

study is: 

Y = α + β1x1+ β2x2+ β3x3+ β4x4+ β5x5 + ε           

Remaks: 

Y  = Stock Price 

α  = intercept/constanta 

β1,β2,β3,β4,β5 = partial regression 

coefficients of the dependent variable 

x1 = Earning per Share (EPS) 

x2 = Return On Equity (ROE) 

x3 = Price Earning Ratio (PER) 

x4 = Dividend Payout Ratio 

x5  = Interst Rate 

ε  = error for the i-observation 
 

b. Classic assumption test 

According to (Ghozali, 2013), before 

estimating the regression coefficient value, it 

is necessary to test the classic assumptions as 

follows: 

1) Normality test, aims to test whether in the 

regression model of the confounding or 

residual variables have a normal 

distribution. 

2) Multicollinearity test, aims to test 

whether in the regression model used 

there is a correlation between independent 

variables. 

3) Heteroscedasticity test, aims to test 

whether in the regression model variance 

from residual inequality occurs one 

observation to another observation. 

4) Autocorrelation test, aims to test whether 

in the linear regression model there is a 

correlation between the confounding 

errors in period t with the interfering error 

in period t-1 (before).  

c. Goodness of Fit 

1) Coefficient of Determination 

This test aims to measure how far the 

model's ability to explain the variation of 

the dependent variable. The small value 

of R2 means that the ability of 

independent variables to explain the 

dependent variable is very limited. 

Conversely, if the value of R2 is close to 

one, it means that the independent 

variables provide almost all the 

information needed to predict the 

dependent variable. 

2)  Simultaneous Significance Test (F Test) 

The F statistical test basically shows 

whether all the independent or free 

variables included in the model have a 

joint effect on the dependent variable. 

H0: b1 = b2 = ... = bk = 0, meaning 

whether all independent variables are not 

significant explanations of the dependent 

variable. 

HA: b1 ≠ b2 ≠ ... ≠ bk ≠ 0, meaning that 

all independent variables simultaneously 

are significant explanations of the 

dependent variable. 

d.   Significant Individual Parameter Test (t Test) 

The t statistical test basically shows how far 

the influence of one independent variable / 

explanatory individually in explaining the 

variation of the dependent variable. 

H0: bi = 0, meaning whether an independent 

variable is not a significant explanation of the 

dependent variable.  

HA: bi ≠ 0, meaning that the variable is a 

significant explanation of the dependent 

variable. 

4 ANALYSIS AND RESULTS 

In linear regression analysis there are several 

assumptions that must be fulfilled so that the 

resulting regression equation will be valid if used to 

predict (Santoso and Ashari, 2005). Based on the 

results of the classic assumption test, the following 

results are obtained: 

1. One-Sample Kolmogorov-Smirnov Test 

Normality Test obtained the Sig. (2-tailed) of 

0.704 > 0.05. This means that standardized 

residual values are declared to spread normally. 

2. The results of the calculation of Tolerance value 

indicate that there is no independent variable 

that has a Tolerance value of less than 0.10 and 

the value of Variance Inflation Factor (VIF) has 

a VIF value of more than 10. So it can be 

concluded that there is no multicollinearity 

between independent variables in the regression 

model. 

3. Based on the Heteroscedasticity test with the 

Glejser method it is known that the regression 

model does not occur symptoms of 

heteroscedasticity. This is because of the Sig. 
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independent variables on residual absolute        

> 0.05. 

4. Outocorrelation test results using the Durbin 

Watson method, obtained a DW value of 1.985. 

Because the DW value is 1985 located between 

dU and 4-dU, it can be concluded that the 

regression equation model does not contain 

autocorrelation problems. 

 

Table 1: Determination Coefficient Hypothesis Test 

Results 

Model Summary 

R 

R 

Square 

Adjusted 

R Square 

Std. Error 

of the Estimate 

.914a .836 .811 43.38695 

    
 

Predictors: (Constant), interest rates, price earnings 

ratio, earn per share, dividend payout ratio, and 

return on equity 

 

Based on Table 1 we see the Adjusted R-Squere 

value is 0.81. This means that 81% of the stock price 

variable can be explained by variations in the five 

independent variables, namely EPS, ROE, PER, 

DPR, and interest rates. While the remaining 17% is 

explained by other reasons outside the model. 

 

Table 2: F Test Results 

a. Dependent Variable: stock price 

b Predictors: (Constant), interest rates, price 

earnings ratio, earnings per share, dividend payout 

ratio, and return on equity 

 

Based on the ANOVA test results in Table 2, the 

calculated F value is 34,574 with a significance 

value of < 0.05, then the regression model can be 

used to predict that EPS, ROE, PER, DPR and 

interest rates together influence stock prices. 

 

Table 3: The Results of t Test 

Coefficientsa 

Model 
Unstand 

Coef 

Stand 

Coef 
t Sig. 

(Constant) 759.302  16.388 .000 

EPS .002 .683 8.218 .000 

ROE .011 .383 2.987 .005 

PER -.012 -.154 -1.518 .138 

DPR .006 .133 1.433 .161 

Tk.Bunga .502 .009 .127 .899 

a. Dependent Variable: harga saham 

 

In Table 3, it can be seen that of the five 

independent variables, the EPS and ROE variables 

show a sig value of < 0.05, it can be concluded that 

EPS and ROE variables have a significant effect on 

stock prices. While the PER, DPR, and Interest Rate 

variables are > 0.05, it can be concluded that the 

effect of the PER, DPR, and Interest Rate variables 

on the Stock Price is not significant. Based on the 

table above the multiple linear regression equation is 

made as follows Y= 759,302 + 0,002X1 + 0,011X2     

-0,012X3 + 0,006X4 + 0,502X5 + ε 

5 DISCUSSION 

1.  Effect  of   Earning   per  Share  (EPS)  on  Stock    

     Prices 

Referring to table 3, the sig value 0,000        

< 0,05 is obtained, then HA is accepted and H0 

is rejected. EPS variables have t test 8.218 and    

t table 2.032. Because t test > t table can be 

concluded that the EPS variable has a positive 

and significant effect on stock prices. EPS has a 

regression coefficient of 0.683 which means that 

every increase in EPS in one unit, then the stock 

price rises by 0.683 assuming that the other 

independent variables are constant. This result is 

in accordance with the research of 

(Bratamanggala, 2018), (Wijayanti and 

Sulasmiyati, 2018), (Aletheari and Jati, 2016) 

that EPS has a significant positive effect on 

stock prices. 

2. Effect of Return on Equity (ROE) on Stock 

Prices 

Based on table 3, obtained a value of 0.005   

< 0.05, then HA is accepted and H0 is rejected. 

ROE variables have t test 2.987 and t table 

2.032. So t test > t table can be concluded that 

the ROE variable has an influence on stock 

prices. So it can be concluded that ROE has a 

positive and significant effect on stock prices. 

ROE has a regression coefficient of 0.383, 

which means that every increase in ROE in one 

unit, the stock price rises by 0.383 assuming that 

the other independent variables are constant. 

Model Df F Sig. 

1 Regression 5 34.574 .000b 

Residual 34   

Total 39   
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These results are consistent with the research of 

(Kamar, 2017), (Halim and Basridan Faisal, 

2016), and (Susilowati, 2015), that ROE has a 

significant positive effect on stock prices.  
3. Effect of Price Earning Ratio (PER) on Stock 

Prices 
If seen in table 3, the sig value is 0.138 > 

0.05, then HA is rejected and H0 is accepted. 
PER variable has t test -1.518 and t table 2.032. 
So t test < t table can be concluded that the 
variable PER has no effect on stock prices. So it 
can be concluded that PER does not have a 
significant effect on stock prices. PER has a 
regression coefficient value of -0.154. This 
means that every increase in PER per unit, the 
stock price decreases by 0.154 assuming that the 
other independent variables are constant. This 
result is different from the research of (Astuty, 
2017), (Suselo et al., 2014), (Ervinta, 2013)  
which states that PER has a positive and 
significant effect on stock prices. 

4. Effect of Dividend Payout Ratio (DPR) on Stock 
Prices 

Based on table 3, the sig value is 0.161 > 
0.05, then HA is rejected and H0 is accepted. 
The DPR variable has a t test of 1.433 and t table 
of 2.032. So t test < t table can be concluded that 
the DPR variable has no effect on stock prices. 
PER has a regression coefficient of 0.133, which 
means that every increase in DPR is one unit, 
then the stock price rises by 0.133 assuming that 
the other independent variables are constant. 
This result is different from the research of 
(Jahfer and Mulafara, 2016), (Wijaya R.Z., 
2017.) which states that the DPR has a positive 
but not significant effect on stock prices. 

5. Effect of the Effect of Interest Rates on Stock 
Prices 

In the coeficients column in table 3, there is a 
sig value of 0.899 > 0.05, then HA is rejected 
and H0 is accepted. The Interest Rate variable 
has a t test of 0.127 and t table of 2.032. So t test 
< t table can be concluded that the interest rate 
variable has no effect on stock prices. So it can 
be concluded that the interest rate does not have 
a significant effect on stock prices. The interest 
rate has a regression coefficient of 0.009, which 
means that every increase in one unit of interest 
rates, the stock price rises by 0.009 assuming 
that the other independent variables are 
constants. This result is different from (Satoto 
and Budiwati, 2013) research which states that 
the BI rate has a positive effect on stock prices. 
While the results of his research by (Kristanti 
and Lathifah, 2013),   state that the BI rate has a 
negative effect on stock prices. 

 

 
6 CONCLUSIONS 

 

Based on the results of testing using multiple linear 

regression analysis with a sample of 10 companies 

listed in the Jakarta Islamic Index in the period 

2014-2017, it can be concluded: 

1. Variables Earning Per Share has a positive and 

significant effect on stock prices in 10 

companies listed in the Jakarta Islamic Index 

with the largest capitalization value in the 2014-

2017 period. 

2. Variable Return on Equity has a positive and 

significant effect on stock prices in 10 

companies listed in the Jakarta Islamic Index 

with the largest capitalization value in the 2014-

2017 period. 

3. Price Earning Ratio variable has a negative but 

not significant effect on stock prices in 10 

companies listed in the Jakarta Islamic Index 

with the largest capitalization value in the 2014-

2017 period. 

4. Variables Dividend Payout Ratio has a positive 

and insignificant effect on stock prices in 10 

companies listed in the Jakarta Islamic Index 

with the largest capitalization value in the 2014-

2017 period. 

5. Variable Interest Rates have a not significant 

positive effect on stock prices in 10 companies 

listed in the Jakarta Islamic Index with the 

largest capitalization value in the 2014-2017 

period. 
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Abstract: Multinational companies that have foreign exchange debt will be burdened with foreign exchange risk 
because the cash flows in local currencies will be affected by contractual obligations. Cash flow fluctuations 
may have an impact on shareholder value. There was a research gap on the influence of foreign exchange 
risk towards shareholder value. In Indonesia, the depreciation of Rupiah rate on foreign exchange rate 
triggers fluctuation on income and liabilities. The purpose of this study is analyze the influence of foreign 
exchange risk towards shareholder value with foreign-debt based hedging as a mediation variable. Model 
developed based on the balancing theory and the contracting theory. Panel regression model applied to 
analyze the empirical research on public companies listed in the Indonesia Stock Exchange. The findings 
proved that the foreign exchange risk had positive effect on shareholder value with the foreign-debt based 
hedging as mediation. So companies that have had foreign exchange risk should apply foreign-debt based 
hedging to maximize the shareholder value. The findings of this study have theoretical implication that 
supported contracting and balancing theory. 

1 INTRODUCTION 

Globalization has encouraged many companies to 
extend their business, but it has also exposed them to 
foreign exchange fluctuations. Thus, company 
management should manage variability of their cash 
flows from foreign operations due to foreign 
exchange fluctuations (Bartram 2007). Fluctuations 
in foreign exchange rates have increased firms’ 
exchange rate exposure and affected the firms’ 
sustainability (Yusgiantoro 2004). 

International financial management is based on 
the perspective that the fundamental purpose of 
financial management is to maximize shareholder 
value (Eun et al. 2012). The company's goals can be 
achieved through the implementation of financial 
management functions with accurate, considering 
any financial decisions taken will affect other 
financial decisions that impact on shareholder value 
(Fama 1980; Jensen 1986). 

International financial risk management is 
mainly based on the irrelevant Modigliani-Miller 
proposition. Further, most of the companies live in 
market imperfections so that the maximization of 
shareholder value should take into account agency 

problems. Financial risk management should applied 
to manage cash flow fluctuations, which may have 
an impact on shareholder value fluctuations. The 
deminishing in cash flow fluctuations will reduce the 
market imperfections costs, so it will provide more 
cash flow for shareholders, and will increase the 
expected shareholder value (Eiteman 2010). 

When a multinational company has liabilities in 
foreign currency from international transactions, the 
company is facing foreign currency exposure 
because the cash flows in local currencies will be 
affected by contractual obligations. With the 
increase in global business, contracts with foreign 
currencies become a norm so  the urgency of the 
management of foreign exchange exposure is greatly 
increased. Companies that have foreign exchange 
exposure is facing foreign exchange risk. 

Some empirical research had studied the 
influence of foreign exchange risk towards 
shareholder value (Berry 2006; Clark and Judge 
2008; Khediri 2010; Afra and Alam 2011). 
However, based on previous empirical findings, 
there is no valid conclusions regarding the influence 
of foreign exchange risk towards shareholder value. 
This study will explore the influence of foreign 
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exchange risk towards shareholder value, and 
expected to obtain findings that contribute both 
theoretically and empirically. 

In the last decade, the Indonesian economy grow 
stable and reach an average of over 6% per year. But 
in 2013, the exchange rate depreciated 6.3% derived 
from the uncertainty of global economic recovery 
and external imbalance following the widening 
current account deficit, so it caused imbalance in the 
domestic foreign exchange market (Bank Indonesia 
2014). 

To anticipate the negative impact of foreign 
exchange rate fluctuation and to protect the 
shareholders value, then the multinational 
companies conduct corporate hedging policy. 
Hedging will ensure that the value of the foreign 
currency used to pay or the amount of foreign 
currency that will be received in the future will not 
be affected by changes in foreign exchange rate 
fluctuations. Corporate  hedging policy could 
contribute to maximize shareholder value. Public 
companies in Indonesia were also exposed to foreign 
currency exposure, but the implementation of the 
corporate hedging policy was limited already. Some 
companies conduct foreign exchange derivatives, 
while the others conduct foreign debt to hedge their 
cash flows variability. A synthesis of both of them is 
expected to perform better than partial hedging 
policy (Paranita 2014). 

This study was based on two research problems. 
First, there was a research gap on the influence of 
foreign exchange risk towards shareholder value. 
Second, there was still limited studies on corporate 
hedging on public companies in Indonesia, while the 
depreciation of Rupiah rate on foreign exchange rate 
triggers fluctuation on income and liabilities. So the 
purpose of this study is develop theoretical and 
empirical model to analyze the influence of foreign 
exchange risk and the corporate hedging policy on 
shareholder value.  

Originality of this study is the synthesis of the 
perspective of balancing theory and contracting 
theory as a basic theoretical framework of the 
influence of foreign exchange risk towards 
shareholder value. 

2 THEORICAL FRAMEWORK 

2.1 Agency Theory 
There were separation of ownership and control of 
the company so that the distribution of stock 
ownership in the company becomes an important 
matter. However, these conditions could potentially 
lead to a conflicts between the owner and the 
manager. Jensen (1976) suggested that the agency 

relationship occurs when the principal delegates 
authority to the agent to perform some decision 
making on behalf of the principal and 
conceptualized as a series of contracts. 

In corporate risk management, agency issues 
have been shown to influence managerial behavior 
on risk and hedging. Agency theory also explains the 
purpose of integration between shareholders, 
management, and creditors caused by the asymmetry 
distribution of income, which makes the company is 
in a very risky condition (Myers and Smith 1987). 
So the agency theory implies that hedging policy has 
significant influence on shareholder value (Fite and 
Pfeiderer 1995). 

 
2.2 Balancing Theory 
The major point in the corporate financial decision is 
to establish an optimal capital structure. 
Determination of the optimal capital structure 
composition of funding will be used to finance its 
assets. Determination of capital structure policy 
involves a trade off between risk and return. The 
higher total debt increase cash flow volatility or 
company's business risk but at the same time it is 
also increases the expected return. However, 
increasing the expected return for issued the optimal 
debt would raise the stock price. Optimal capital 
structure is the capital structure that balances risk 
and return so that it can maximize the stock price 
(Modigliani and Miller 1963; Myers 1984). 

Business owners tend to use debt at a certain 
level in order to maximize shareholder value. 
Manager behavior can be controlled through 
participation in corporate ownership. Ownership of 
these shares can align the interests of managers and 
owners of the company. The implication show that 
the managers act more cautiously in determining the 
capital structure of the company (Jensen and 
Meckling 1976; Mao 2003). 

 
2.3 Contracting Theory 
The organization was viewed as a legal entity which 
has a series of contracts either explicitly or 
implicitly between individuals within the 
organization. The series of contracts will provide 
useful insight for the organization. Organizational 
behavior is the behavior of the balance of complex 
contract system, built to maximize agents and have 
different purposes (Jensen 2000). 

Jensen and Meckling (1976) stated that an 
agency relationship is a series of contracts, in which 
the principals delegated to several group of agents to 
decide policy behalf of the pricipals. Conflicts of 
interest between managers, shareholders, and 
creditors increase understanding the importance of 
the implementation of the contract. The contract 
structure of an organization will limit the risks faced 
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by the agency through the specification of fixed or 
varied payment based on specific performance. In 
general, the agent’s compensation contract plan 
reflects the separation of management decision and 
control decision. 

 
2.4 Hedging Theory 
Hedging is the strategy to protect the value of the 
company from exposure to foreign exchange rates 
fluctuations. Multinational company which decides 
to hedge against their transaction exposure could use 
the money market instruments. The basic principle 
of hedging is to perform a balancing commitments 
in the same foreign currency, which is the second 
commitment for the same number of initial 
commitment, but opposite in sign (Eiteman 2010). 

Corporate hedging policy with foreign exchange 
derivatives and foreign debt was applied by 
multinational companies which had the agency 
problems related to foreign exchange exposure. 
Foreign exchange derivatives is used to hedged 
foreign exchange risk due to the fluctuations in 
assets and liabilities denominated in foreign 
currency (Hu and Wang, 2006; Al Shboul and 
Alison, 2009; Schiozer and Saito, 2009). The foreign 
debt is used as a natural hedge for companies which 
has revenues in foreign currency to issued foreign 
debt to reduce the foreign exchange risk (Davies et 
al., 2006; Klimczak, 2008; Otero et al., 2008; 
Gonzalez et al., 2010). Foreign-Debt Based Hedging 
as a hedging policy synchronization derived from 
foreign exchange derivatives and foreign debt is 
expected to affect perform better than partial 
hedging policy (Paranita 2014). 

Having manage the risk of foreign exchange 
fluctuations, the foreign-debt based hedging 
contribute in securing the company's cash flow. The 
stability of the cash flow have a significant impact 
on the increase in shareholder value of the company 
(Suriawinata 2004); (Magee 2009), (Aretz and 
Bartram 2010). Agency problems affect the foreign-
debt based hedging, and the foreign-debt based 
hedging affect shareholder value. Therefore, foreign-
debt based hedging which is the synchronization of 
foreign exchange derivatives and foreign debt may 
become a mediation between foreign exchange risk 
towards shareholder value. 

 
2.5 Hypotheses Development 
Hypotheses about the implications of foreign 
exchange risk towards shareholder value have 
developed based on the positive theory of risk 
management, the Capital Asset Pricing Model 
(CAPM), which analyzes the relationship between 
risk and return in asset management. For companies 
with great financial performance, high risk capital 
structure could have stock price appreciation. This 

could happens because most of the investors avoid 
the high risk company, so they offering higher 
returns. The shareholder value can be described by 
the signaling theory. Shareholder value as one of the 
company's financial performance reflect the market 
interpretation of signalling information published. 
The company financed the project with debt or 
equity in a certain amount, then the market interprets 
the composition and financial performance in the 
company's stock price appreciation (Ross 1977). 

Nowadays there are an abundant contracts in 
foreign currencies denominated, so the management 
should focus on the increasing of foreign exchange 
exposure. Multinational companies would be 
affected by foreign exchange exposure since they 
have to manage the cash flows of contractual 
obligations or receivables (Magee 2009). A 
derivative transaction is a payments contract 
between the parties, whose value is derived from the 
value of the asset, reference rate or index. Some 
research suggests that companies with tight financial 
constraints and foreign exchange exposures tend to 
use foreign currency derivative (Geczy et al. 1997; 
Al-Shboul and Alison 2009).  

Companies use the optimal capital structure that 
balances the benefits and cost in the use of debt. If 
the benefits of the use of debt is still large, then the 
debt can be issued. But if the cost of using debt 
outweigh the benefits, then the debt is not keeping 
up (Myers 1984). This concept encourages 
multinationals companies to issue foreign debt to 
hedged foreign currency exposure. The foreign debt 
is used as a natural hedge for companies which has 
revenues in foreign currency to issued foreign debt 
to reduce the foreign exchange risk (Kedia and 
Mozumdar 2003).  

Foreign-debt based hedging as a corporate 
hedging policy synchronization with foreign 
exchange derivatives and foreign debt is expected to 
affect more synergistic than partial hedging policy 
(Paranita 2014). Refers to the balancing theory and 
the signaling theory, we developed the hypothesis 1 
that the higher foreign exchange risk, the more 
foreign-debt based hedging applied. 

Signalling theory stated shareholder value as one 
measure of the company's financial performance 
which reflects the market interpretation of signal 
information published on the company. The higher 
foreign exchange risk and the higher the risk of its 
business, the market expects a high return. This way 
impact in the increase of stock price and furthermore 
shareholder value. Refers to signaling theory, we 
developed the hypothesis 2a that market apreciate 
the foreign exchange risk so it could increase 
shareholder value. 

Contracting theory argues that when companies 
manage projects with international capital, they will 
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experience the uncertainty of future cash flows in 
domestic currency. Foreign-debt based hedging 
policies reduce the uncertainty by reducing the 
volatility of cash flows. Although these risks were 
nonsystematic, but not only affect the company's 
risk. It also directly affects shareholder value. The 
higher foreign exchange risk, the more intensive the 
company apply foreign-debt based hedging. Refers 
to hedging theory and signaling theory, we 
developed the hypothesis 2b that the foreign-debt 
based hedging could increase shareholder value. 

Foreign-debt based hedging will be respond 
positively by the market because it reflects 
fluctuations in cash flow stability and sustainability 
of the company's operations. Market appreciate it as 
a positive policy and the company's stock price 
appreciation happened. It will eventually increase 
the shareholder value. Refers to hedging theory and 
signaling theory, we developed the hypothesis 3 that 
the foreign-debt based hedging could be a mediation 
between the influence of foreign exchange risk 
towards shareholder value. 

3 RESEARCH METHOD 

Population in this study are all companies listed on 
the Indonesia Stock Exchange (IDX) in 2013-2016. 
The sampling method was purposive sampling. 
Financial companies had been excluded from the 
sample since their business activity require 
derivatives to be used for trading purpose or 
speculative motive. Disclosure of hedging policy 
explored by content analysis from the notes to the 
annual report of each company. Based on the 
purposive sampling, we had got 66 companies in 
2013-2016 each. Thus, the total number of panels 
data that meet the criteria are 264 data. 

Foreign exchange risk proxied by foreign sales to 
total sales ratio, which is reflects the composition of 
the foreign revenue to total revenue that contains 
risk of fluctuations in foreign exchange rates. It 
draws on research by Al-Shboul and Alison (2009), 
Clark and Mefteh (2011), as well as Junior Rossi 
(2011). Foreign-debt based hedging proxied by 
foreign debt to total assets ratio, which is the 
synchronization both foreign exchange derivatives 
and hedging policy with foreign currency debt. It 
reflects the effectiveness of corporate hedging 
compared to the amount of assets of the company. It 
draws on research by Aabo (2006), Clark and Judge 
(2008), Klimczak (2008), Otero et al. (2008), 
Schiozer & Saito (2009), Gonzales (2010), and 
Paranita (2014). Shareholder value proxied by 
market-to-book-value of equity ratio, which is 

reflects the estimated value of a company from the 
ratio of market capitalization devided by 
shareholder’s equity. It draws on research by 
Suriawinata (2004), Eldomiaty (2006), and Paranita 
(2014). 

In order to observe the interaction between 
foreign exchange risk, foreign-debt based hedging 
and shareholder value, panel data regression model 
is used. According to Gujarati (2009), there are four 
options in the panel data regression models, i.e. the 
Pooled Ordinary Least Squares (OLS) model, Cross 
Section Fixed Effects Model (FEM), Period Fixed 
Effects Model (FEM), and Random Effects Model 
(REM). To determine the best models between 
Pooled OLS Model and Fixed Effects Model, 
Redundant Test is used. While for determining the 
best model between the Fixed Effects Model and 
Random Effects Model, the Hausman test is used.  

To examine the empirical research model with 
mediating variables, it sets two structural equation 
models as follows: 

HED = βY1X1FR + ε2 ……………….…..... (1) 
SV = βY2X1FR + βY2Y1HED + ε1 …....…. (2) 
where : 

SV = market-to-book value of equity, 
representing shareholder value. 

FR = foreign sales to total sales ratio, 
representing foreign exchange risk.

HED = foreign debt to total assets ratio, 
representing foreign-debt based 
hedging. 

4 ANALYSIS AND RESULT 

4.1 Model 1 
Empirical results for hypotheses were analyzed 
using four models of data panel. The results of data 
analysis of Model 1 can be summarized in the 
following table : 

 
Table 1: Empirical Results  

Method  FR 
Pooled OLS Coeff. 0,0080

Prob. (0,6292)

Fixed in Cross Coeff. 0,0274
Prob. (0,4894)

Fixed in Period Coeff. 0,0087
Prob. (0,6023)
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Random Coeff. 0,0111
 Prob. (0,6153)

Then we conduct the Redundant Test and Hausman 
Test as follows : 
 

Table 2: Redundant and Hausman Test 
Redundant Test F-statistic 4,6926
Cross Section Fixed Effect  (0,0000)
   
Redundant Test F-statistic 0,6989
Period Fixed Effect  (0,5534)
   
Hausman Test Chi-squared 9,8056
Cross Section Random Effect  (0,0203)

Redundant Test on Cross Section Fixed Effect 
Model is used to test the null hypothesis that the 
estimator Cross Section Fixed Effect Model has no 
difference with the Pooled OLS model. F-statistic 
value of 4.6926 with a probability of 0.0000 is 
significant at α 0.05 indicates that the null 
hypothesis is rejected, or in other words the Cross 
Section Fixed Effect Model is better than Pooled 
OLS Model. 

Redundant Test on Period Fixed Effect Model is 
used to test the null hypothesis that the estimator 
Period Fixed Effect Model has no difference with 
the Pooled OLS model. F-statistic value of 0.6989 
on 0.5534 probability is not significant at α 0.05 
indicates that the null hypothesis can not be rejected, 
or in other words Period Fixed Effect Model no 
difference and not better than Pooled OLS Model. 

The statistical test was developed Hausman χ2 
distribution asimtosis. If the null hypothesis is 
rejected, then the meaning of Cross Section Random 
Effect Model is not appropriate because the random-
effect correlated with the possibility of one or more 
independent variables. χ2 value of 9.8056 with a 
probability of 0.0203 is significant at α 0.05 
indicates that the null hypothesis can be rejected, or 
in other words the Cross Section Fixed Effect Model 
is more appropriate than the Cross Section Random 
Effect Model. 

Based on Redundant Test and the Hausman test, 
it can be stated that in this regression model, the 
most appropriate model is Cross Section Fixed 
Effect Model (FEM). Thus, the results of the data 
analysis regression model can be expressed as 
follows : 
HEDit = 0,0274 FRit  
t-stat.     (3,1733)           
prob.     (0,0018)          
 
 

4.2 Model 2 
While the results of data analysis of Model 2 can be 
summarized in the following table : 
 

Table 3: Empirical Results 
Method HED FR

Pooled OLS Coeff. -0,1423 -0,1072

Prob. (0,7951) (0,4654)

Fixed in Cross Coeff. 1,4714 0,1398
Prob. (0,0010) (0,5676)

Fixed in Period Coeff. -0,1249 -0,1143
Prob. (0,8213) (0,4399)

Random Coeff. 0,0818 0,00336
Prob. (0,0095) (0,8530)

Then we conduct the Redundant Test and 
Hausman Test as follows : 

 
Table 4: Redundant and Hausman Test 

Redundant Test F-statistic 12,7298
Cross Section Fixed Effect  (0,0000)

  
Redundant Test F-statistic 0,2039
Period Fixed Effect  (0,8936)

  
Hausman Test Chi-squared 14,0155
Cross Section Random Effect  (0,0072)

Redundant Test on Cross Section Fixed Effect 
Model is used to test the null hypothesis that the 
estimator Cross Section Fixed Effect Model has no 
difference with the Pooled OLS Model. F-statistic 
value of 12.7298 with a probability of 0.0000 is 
significant at α 0.05 indicates that the null 
hypothesis is rejected, or in other words the Cross 
Section Fixed Effect Model is better than Pooled 
OLS Model. 

Redundant test on Period Fixed Effect Model is 
used to test the null hypothesis that the estimator 
Period Fixed Effect Model has no difference with 
the Pooled OLS Model. F-statistic value of 0.2039 
on 0.8936 probability is not significant at α 0.05 
indicates that the null hypothesis can not be rejected, 
or in other words Period Fixed Effect Model no 
difference and no better than Pooled OLS Model. 

The statistical test was developed Hausman χ2 
distribution asimtosis. If the null hypothesis is 
rejected, then the meaning of Cross Section Random 
Effect Model is not appropriate because the random-
effect correlated with the possibility of one or more 
independent variables. χ2 value of 14.0155 with a 
probability of 0.0072 is significant at α 0.05 
indicates that the null hypothesis can be rejected, or 
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in other words the Cross Section Fixed Effect Model 
is more appropriate than the Cross Section Random 
Effect Model. 

Based on Redundant Test and the Hausman test, 
it can be stated that in this regression model, the 
most appropriate model is Cross Section Fixed 
Effect Model (FEM). Thus, the results of the data 
analysis regression model can be expressed as 
follows : 

SVit = 0,1398 FRit + 1,4714 HEDit 
t-stat.     (3,0572)            (3,3329)   
prob.     (0,0676)            (0,0010)   
Cross Section Fixed Effect Model incorporates 

all observations but still accommodating each unit 
cross section to have intercept dummy variables. 
This model accommodates the heterogeneity of 
inter-unit cross section with its own intercept value. 
If the cross section of this study unit is a company 
registered in the Indonesia Stock Exchange this 
model assumes that each company will have a 
different intercept. These differences reflect the 
characteristic of each company, such as economies 
of scale, managerial styles, types of markets served, 
and so on.  

 
4.3 Hypothesis 1 
Hypothesis 1 testing results states that the effect of 
foreign exchange risk on foreign-debt based hedging 
indicated by the coefficient of 0.0274 in the 
direction of a positive relationship. The test results 
of the causality is not enough evidence to be able to 
accept the hypothesis 1 as the result of the analysis 
shows the significance value of t at 3.1733 and 
probability value of 0.0018 which means that the 
effect is not significant at α = 5%. Based on the 
results of empirical testing, the hypothesis 1 can be 
rejected or unacceptable. 

Foreign exchange risk is measured with the 
foreign sales to total sales ratio, which reflects the 
composition of foreign sales from international 
transactions compared to total sales. In this study, it 
had been proven that there is no influence of foreign 
sales to total sales ratio on foreign-debt based 
hedging. In our samples, mostly companies have had 
less foreign sales than the total sales, so this variable 
had not significantly affect companies to apply 
foreign-debt based hedging. This empirical test 
results do not support the research findings by 
Pramborg (2005); Berry (2006); Eldomiaty et al. 
(2006); and Clark and Judge (2008) in significance. 
 
4.4 Hypothesis 2 
The hypothesis 2a testing result states that the effect 
of foreign exchange risk on shareholder value 

indicated by the coefficient of 0.1398 in the 
direction of a positive relationship. The test results 
of this causal relationship is evidence to be able to 
accept the hypothesis 2a for the results of the 
analysis showed the significance value of t at 3.0572 
and probability value of 0.0676, which means a 
significant influence on α = 5%. Based on the results 
of empirical testing, then the hypothesis 2a is 
declared acceptable. Thus, the results of this study 
empirically find sufficient evidence that the foreign 
exchange risk significantly have positive effect on 
shareholder value. Foreign exchange risk proxied by 
foreign debt to total asset, which is indicates the 
effectiveness of the use of foreign currency-
denominated debt to total assets of the company.  

While the effect of foreign-debt based hedging 
on shareholder value indicated by the coefficient of 
1.4714 in the direction of a positive relationship. 
The test results of this causal relationship is 
evidence to be able to accept the hypothesis 2b for 
the results of the analysis showed the significance 
value of t at 3.3329 and probability value of 0.0000, 
which means a significant influence on α = 1%. 
Based on the results of empirical testing, then the 
hypothesis 2b is declared acceptable. Thus, the 
results of this study empirically find sufficient 
evidence that the foreign-debt based hedging 
significantly have positive effect on shareholder 
value. Foreign-debt based hedging proxied by 
foreign debt to total assets ratio, which is indicates 
the effectiveness of the use of foreign currency-
denominated debt to total assets of the company. 
The increase in foreign debt to total assets ratio can 
increase shareholder value. The results support the 
findings of empirical test by Clark and Judge (2008); 
Eldomiaty et al. (2006); Aabo (2006); Magee 
(2009); Aretz and Bartram (2010). 
 
4.5 Hypothesis 3 
Foreign exchange risk with proxy foreign sales to 
total sales ratio significantly have positive influence 
on shareholder value with a coefficient of 0.1298. 
Foreign-debt based hedging proxied by the 
interactions between hedge ratio and the foreign debt 
ratio, which reflects the foreign debt to total assets 
ratio. The value of the coefficient indirect effect of 
foreign exchange risk towards shareholder value 
through mediation foreign-debt based hedging is 
equal to 0.2403. Indirect effect coefficient is greater 
than the direct effect coefficient, so that the 
hypothesis 3 which states foreign-debt based 
hedging could be mediation between the influence of 
foreign exchange risk towards shareholder value is 
acceptable. 
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It means while the foreign exchange risk grow up, 
companies will apply foreign-debt based hedging, so 
that the shareholder value will increase. The results 
of this study empirically find sufficient evidence that 
foreign exchange risk can increase shareholder value 
through foreign-debt based hedging as mediation. 
The findings of this study are expected to contribute 
to fill in the research gap on the influence of foreign 
exchange risk on shareholder value. The results 
support the findings of empirical studies by Clark 
and Judge (2008); Eldomiaty et al. (2006); Aabo 
(2006); Magee (2009); Aretz and Bartram (2010). 
Based on a literature review and analysis of data, our  
study had developed models to analyze the influence 
of foreign exchange risk towards shareholder value 
with hedging policy as a mediation variable. The 
model of foreign-debt based hedging was derived 
from synthesis of the contracting theory and the 
balancing theory. 
The concept of foreign-debt based hedging support 
contracting theory and balancing theory. The 
concept of hedging policy with foreign currency 
derivative supports contracting theory which states 
that the conflict of interest between managers, 
shareholders, and creditors increase understanding 
of the importance of the contract (Jensen and 
Meckling 1976). Hedging contracts with foreign 
currency derivative is a means to limit the risk of 
fluctuations in cash flows encountered agents, as 
well as potentially detrimental to shareholders. The 
concept of hedging policy using foreign debt 
supports balancing theory, which states that the 
funding company uses an optimal capital structure 
that balances the benefits and costs on the use of 
debt (Modigliani and Miller 1963; Myers 1984). 
The findings of this study also support the hedging 
theory which states that multinational companies to 
hedge against exposure to the transaction, can use 
the money market instruments. The basic principle 
of hedging is to perform a balancing commitments 
in the same foreign currency, which is the second 
commitment for the same number of initial 
commitment, but opposite in sign (Eitman 2010). 
Empirically, the findings of this study concluded 
that the foreign exchange risk significantly have an 
influence on the maximization of shareholder value 
through foreign-debt based hedging as mediation. It 
means while the foreign exchange risk grow up, 
companies will apply foreign-debt based hedging, so 
that the shareholder value will increase. 
This study uses all companies listed in Indonesia 
Stock Exchange in all sectors, except for the 
financial sector. As such, the findings of this study 
can be used as a reference for investors. Factors that 

proven empirically contribute to shareholder value is 
foreign exchange risk and foreign-debt based 
hedging. Thus, the investor can make such factors as 
the benchmarks prospective because of the potential 
to maximize shareholder value. 

5 CONCLUSION 

Based on a literature review and analysis of data, our  
study had developed models to analyze the influence 
of foreign exchange risk towards shareholder value 
with hedging policy as a mediation variable. The 
model of foreign-debt based hedging was derived 
from synthesis of the contracting theory and the 
balancing theory. 

The concept of foreign-debt based hedging 
support contracting theory and balancing theory. The 
concept of hedging policy with foreign currency 
derivative supports contracting theory which states 
that the conflict of interest between managers, 
shareholders, and creditors increase understanding 
of the importance of the contract (Jensen and 
Meckling 1976). Hedging contracts with foreign 
currency derivative is a means to limit the risk of 
fluctuations in cash flows encountered agents, as 
well as potentially detrimental to shareholders. The 
concept of hedging policy using foreign debt 
supports balancing theory, which states that the 
funding company uses an optimal capital structure 
that balances the benefits and costs on the use of 
debt (Modigliani and Miller 1963; Myers 1984). 

The findings of this study also support the 
hedging theory which states that multinational 
companies to hedge against exposure to the 
transaction, can use the money market instruments. 
The basic principle of hedging is to perform a 
balancing commitments in the same foreign 
currency, which is the second commitment for the 
same number of initial commitment, but opposite in 
sign (Eitman 2010). Empirically, the findings of this 
study concluded that the foreign exchange risk 
significantly have an influence on the maximization 
of shareholder value through foreign-debt based 
hedging as mediation. It means while the foreign 
exchange risk grow up, companies will apply 
foreign-debt based hedging, so that the shareholder 
value will increase. 

This study uses all companies listed in Indonesia 
Stock Exchange in all sectors, except for the 
financial sector. As such, the findings of this study 
can be used as a reference for investors. Factors that 
proven empirically contribute to shareholder value is 
foreign exchange risk and foreign-debt based 
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hedging. Thus, the investor can make such factors as 
the benchmarks prospective because of the potential 
to maximize shareholder value. 
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Abstract: The performance of Islamic banking in Indonesia must be improved continuously so that it can be 

equivalent to conventional banking. Performance can be assessed from several bank health ratios. This 

study analyzes the effect of Capital Adequacy Ratio (CAR), Financing to Deposit Ratio (FDR), Non 

Performing Financing (NPF), Operating Expense to Operating Income Ratio (BOPO) and Net Operating 

Margin (NOM) towards Return on Assets (ROA). The study was conducted on 13 Islamic public banks 

registered at Indonesia Financial Service Authority (OJK) during 2012-2017 with multiple linear regression 

methods. Partially, the results of the study showed that CAR and BOPO have significant effect towards 

ROA, while CAR, FDR, NPF, BOPO and NOM have simultaneous effect on ROA. 

1 INTRODUCTION 

Public awareness of Islamic banking in Indonesia 
has increased after issuance of the Indonesian Ulema 
Council Fatwa (Fatwa MUI) Number 1 of 2004 
concerning interest and usury. The development of 
Islamic banking continues to increase which can be 
seen from the growth in the number of Sharia 
Commercial Banks, Sharia Business Units and 
Islamic People's Financing Banks. Based on 
Indonesia Financial Services Authority statistics on 
Islamic banking at the end of 2017, there were 13 
Sharia Commercial Banks, 21 Sharia Business Units 
and 167 Islamic People's Financing Banks. 

Based on Indonesia Financial Services Authority 
data until August 2017, the total Indonesian Islamic 
financial assets (excluding Sharia Shares) reached 
Rp 1,048.8 trillion, which consisted of Sharia 
Banking assets of Rp 389.74 trillion, Sharia Non-
Bank Financial Industry of Rp 99.15 trillion, and 
Markets Sharia capital of Rp. 559.59 trillion.  

The total Indonesian Islamic financial assets is 
small compared to the total assets of the financial 
industry which reached Rp. 13,092 trillion. It 
showed that the market share of the Islamic finance 
industry only reached 8.01% of the total national 
market share. (Press Release: Sharia Financial 
Market Share, Indonesia Financial Services 
Authority, 2017). 

Although the market share of the national 
banking and sharia finance industry still has not 
reached the expected level (seen from the market 
share data), in terms of the magnitude of Indonesian 
Islamic financial assets has reached the ninth largest 
position in the world with assets around USD 35.6 
billion (in 2013). In addition, Indonesia has received 
recognition and appreciation from the international 
community together with the UAE, Saudi Arabia, 
Malaysia and Bahrain are considered to be in a 
position to offer lessons to other countries in the 
world for sharia finance development. The Indonesia 
Financial Services Authority also received the award 
as the best regulator in promoting Islamic finance 
(Indonesia Financial Services Authority, 2017). 

Based on the data above, Islamic banking in 
Indonesia is required to continue improving the 
performance of its business in facing the challenges 
from both in international competition and an 
increase in the market share of domestic banking. In 
addition, a significant increase in profitability is 
needed for the development of the position of 
Islamic banking in Indonesia. Data from Indonesia 
Financial Services Authority (2017) which showed 
Islamic banking performance from its Return on 
Assets (ROA) is still in the range of 0.63-1.12%. 
This number still lags behind general conventional 
banking, which ranges from 2.35-2.50%. 
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The Government through Indonesia Financial 
Services Authority has made the direction of the 
Indonesian Islamic banking development which 
called the Sharia Banking Roadmap 2015-2019. This 
is proof that the government is starting to give more 
attention to the continuous growth of Islamic 
banking (Indonesia Financial Services Authority, 
2017) 

Another regulator, Bank Indonesia, has 
established a risk-based bank rating system 
contained in Bank Indonesia Regulation no. 
1/13/2011 concerning the assessment of risk-based 
bank rating of commercial banks. In this regulation, 
banks are required to conduct a self-assessment of 
the health of banks with a risk-based approach (Risk 
based Bank Rating-RBBR) both individually and on 
a consolidated basis. The purpose of evaluating the 
risk-based bank rating is to obtain an overview of 
the health of the bank so that it can be used as an 
input for the bank in developing future business 
strategies and plans and improving weaknesses that 
could potentially disrupt the bank's performance. 
(Indonesian Bankers Association, 2015) 

Assessment of the bank health level, both 
individual and consolidation with the assessment 
factors including:  

1. Risk Profile 
2. Good Corporate Governance (GCG) 
3. Earning 
4. Capital 
The risk profile consists of credit risk, market 

risk, operational risk, liquidity risk, strategic risk, 
compliance risk, legal risk, reputation risk, and risk 
profile ranking. Good Corporate Governance (GCG) 
consists of structure, process, results and GCG 
ranking. Earning (Rentability) consists of 
performance, source, sustainability, and rentability 
ratings. Capital consists of adequacy, management 
and capital rating (Indonesian Bankers Association, 
2015). 

Banking performance will increase with a good 
level of health. Banking performance concerns the 
study of profitability. There are two ratios which are 
usually used to measure banking performance, 
namely Return on Assets (ROA) and Return on 
Equity (ROE). 

Return on Asset as a benchmark for bank 
profitability is influenced by several factors 
including internal factors and external banking 
factors. Internal factors include capital risk, liquidity 
risk, credit risk and operational risk. 

Based on the background above, this study tried 
to measure the effect of Capital Adequacy Ratio 
(CAR), Financing to Deposit Ratio (FDR), Non 
Performing Financing (NPF), Operating Expense to 
Operating Income Ratio (BOPO) and Net Operating 
Margin (NOM) towards Return on Asset (ROA). 

This study was conducted on Islamic banking in 
Indonesia, especially Sharia Commercial Banks 
registered at Indonesia Financial Services Authority 
during 2012-2017. 

 

2 THEORICAL FRAMEWORK 

Based on Circular Letter of Bank Indonesia No.6 / 
23 / DPNP dated May 31, 2004 concerning the Risk-
based Bank Rating System for Commercial Banks, 
there are eight indicators used to measure the level 
of profitability, namely return on assets, return on 
equity, net interest margin, operating expense to 
operating income, development of operating profit, 
composition of the portfolio of earning assets and 
diversification of income, application of accounting 
principles in revenue recognition, prospects for 
operating profit. 

The ratio commonly used in measuring the level 
of rentability / profitability is ROA (Hery, 2016). 
ROA is a measurement of the bank's financial 
performance in obtaining profit before tax, which is 
generated from the total assets of the bank (Circular 
Letter of BI No.3 / 30 / DPNP December 14, 2001). 
ROA can be calculated by dividing profit after tax 
by total assets (Sartono, 2001). 

 Based on Circular Letter No.9 / 24 / DPBS / 
2007 concerning the Sharia risk-based bank rating 
system, Bank Indonesia stipulates a minimum ROA 
of 1.26% or greater than 1.25% to determine the 
ROA for a health bank. So that the greater the ROA 
shows the bank's performance the better, because the 
rate of return is greater (Husnan, 1992). ROA as a 
reflection of the bank's financial performance is 
influenced by factors as follows: 
 
2.1 Bank Capital 
Assessment of capital factors includes an assessment 
of the level of capital adequacy and capital 
management. (Indonesian Bankers Association, 
2016). There are several ratios used to monitor bank 
capital positions, one of which is Capital Adequacy 
Ratio (Indonesian Bankers Association, 2016). 
According to Bank Indonesia regulations, Capital 
Adequacy Ratio is a ratio that shows how much the 
bank assets containing risk (credit, participation, 
securities, bills on other banks) that are also financed 
from their own capital in addition to obtaining funds 
from outside sources. Capital Adequacy Ratio is 
obtained by dividing Capital with Risk Weighted 
Assets or RWA (Circular Letter of BI, 2011). 

Based on the Indonesia Financial Services 
Authority Regulation Number 21 / POJK.03 / 2014 
concerning about Minimum Capital Requirement for 
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Sharia Commercial Banks, the provision of 
minimum capital is determined as follows: 
a. 8% (eight percent) of Risk Weighted Assets for 

banks with a risk profile rating of 1 (one); 
b. 9% (nine percent) up to less than 10% (ten 

percent) of RWA for banks with a risk profile 
rating of 2 (two); 

c. 10% (ten percent) up to less than 11 (eleven 
percent) of RWA for banks with a risk profile 
rating of 3 (three); or 

d. 11% (eleven percent) to 14% (fourteen percent) 
of RWA for banks with a risk profile rating of 4 
(four) or 5 (five). 

The greater the CAR ratio, the bank has the 
potential to increase profits. In other words, CAR 
affects ROA. This has been proven by Kishori 
(2017), Anggreni, (2014), Shamki, Alulis and 
Sayari, (2016), Margaretha (2017), Chou and 
Buchdadi, (2016), Sukirmo (2016), Sudiyanto 
(2010), Nahar and Prawoto, (2017), Kinanti, (2017), 
Amelia, (2015), Andhina Dyah Sulityowati, Noer 
Azam Achsani, (2017), Hantono, (2017), M, Ali and 
Habbe, (2012) and Bachri (2013). Meanwhile, some 
research showed different results and indicates that 
CAR does not have a significant effect on ROA 
(Sudiyatno, 2013, and Wibowo and Syaichu, 2013). 

 
2.2 Liquidity 
Banks are very concerned about fulfilling their 
liquidity because the most important measure of 
public trust is about whether the bank can fulfill the 
withdrawal of funds made by the customers for their 
interests anytime. It is in addition to fulfill the 
conditions set by the monetary authorities and 
correspondent banks where banks maintain non-
bank accounts (Ericson Leon Boy Sonny, 2007). 

In the banking industry, the liquidity ratio is 
known as the Loan to Deposit Ratio. In Islamic 
banking, the term of loan is known as financing 
(Antonio, 2001). This ratio is known as Financing to 
Deposit Ratio (FDR). FDR is a ratio to measure the 
composition of the amount of financing provided 
compared to the amount of public funds and the 
capital used (Kasmir, 2012). The higher this ratio 
shows the lower the ability of bank liquidity because 
the amount of funds needed for financing is getting 
bigger (Dendawijaya, 2009). 

Based on Financial Services Authority 
Regulation Number 3 / POJK.03 / 2016 concerning 
Islamic People's Financing Bank is setting the 
Financing to Deposit Ratio ranges from 78% -100%. 
If the FDR is under the standard set by Indonesia 
Financial Services Authority, it shows the lack of 
effectiveness of the bank in channeling its financing, 
so that there is a loss of opportunity for profit. If the 
FDR is more than 100%, the financing channeled 
exceeds the funds collected so that the bank will 

experience a shortage of funds to fulfill its 
obligations. This high and low ratio indicates the 
level of liquidity of the bank, the higher the FDR 
number of a bank, described as a bank that is less 
liquid compared to banks that have a smaller ratio. 

FDR is calculated from the amount of financing 
divided by third party funds (Muhammad, 2005). 
Several studies have examined the effect of liquidity 
(FDR) on profitability (ROA) with a significant 
effect that was carried out by Zakaria (2015), 
Farooq, Qasim and Asad, (2015), Malik et al., 
(2014), Chou and Buchdadi, (2016), Hantono, 
(2017) dan Sukirmo (2006), Kishori (2017), 
Andhina Dyah Sulityowati, Noer Azam Achsani, 
(2017) dan M, Ali and Habbe, (2012). Meanwhile, 
research from Pramuka, (2010) showed that FDR 
has no significant effect on ROA. 

 
2.3 Credit Risk 
Credit risk is also called financing risk. Financing 
risk is the risk due to the failure of the debtor and / 
or other parties in fulfilling the obligation to pay off 
financing at the bank. In financing activities, both 
commercial financing and consumption financing, 
there is a possibility that the debtor cannot fulfill the 
obligation to the bank for various reasons such as 
business failure, because the character of the debtor 
who does not have good faith to fulfill obligations to 
the bank, or indeed there is an error from the bank 
itself in the financing approval process (Indonesian 
Bankers Association, 2015). 

Sharia Commercial Banks need to improve 
management of their financing risks so that the level 
of Non Performing Financing does not exceed the 
provisions of Indonesia Financial Services 
Authority. Financial Services Authority Regulation 
Number 3 / POJK.03 / 2016 concerning Islamic 
People's Financing Bank have set that the ratio of 
Non-Performing Financing is a maximum of 7% of 
total financing. 

According to Bank Indonesia regulations in 
2012, Non Performing Financing is calculated by 
adding all of KL, D, M Financing divided by total 
financing. The higher the NPF level of a bank, the 
lower the income that must be obtained. Vice versa, 
if the NPF level is low, the level of bank income will 
increase. Thus, increasing NPF is considered to have 
a significant effect on bank performance. Previous 
research that proved the significant effect of NPF 
towards ROA was found by Yoppy and 
Purbaningsih, (2014), Zakaria (2015), Anggreni, 
(2014), Amelia, (2015), Pramuka, (2010), Hantono, 
(2017), Wibowo (2013) and Bachri (2013), Nahar 
and Prawoto, (2017), Kinanti, (2017) and Sudiyanto 
(2010). Whereas, previous research from M. Ali and 
Habbe, (2012) found that NPF has no significant 
effect on ROA. 
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2.4 Operational Risk  
Operational risk is a risk that happens due to 
inadequate and / or non-functioning internal 
processes, human errors, system failures, or the 
presence of external problems that affecting bank 
operations (Ali, 2006). Operational risk is the risk of 
loss because the bank works inefficiently, 
uneconomically, ineffectively, not smooth, 
insecurely, and disorderly. Generally, bank failures 
are caused by operational risks. In the CAMEL 
approach, the measurement of operational risk is 
reflected in the BOPO ratio. The higher BOPO ratio 
indicates high operational risk (Hayati, 2017). 

Financial Services Authority Regulation Number 
3 / POJK.03 / 2016 concerning Islamic People's 
Financing Bank have set that the BOPO ratio 
(Operating Expense to Operating Income) is a 
maximum of 94% (Indonesian Bankers Association, 
2015). 

If a bank has BOPO more than the predetermined 
provisions, the bank is included in the inefficient 
category, because the higher the BOPO means that 
the increase in operational costs is greater than the 
increase in operating income so that the profit 
earned will eventually decreases. According to 
Suyanto, (2016), BOPO (Operating Expense to 
Operating Income) can be measured by dividing the 
operating expenses with operating income. 

Previous research have showed that BOPO has 
effect towards the profitability (ROA) (Sudiyatno, 
2013; Nahar and Prawoto, 2017; Amelia, 2015; 
Chou and Buchdadi, 2016; Sukirmo, 2006; 
Sudiyanto, 2016; Wibowo, 2013; M, Ali and Habbe, 
2012; and Margaretha 2015). Meanwhile, research 
from Malik et al., (2014) showed that BOPO has no 
significant effect on ROA. 

 
2.5 Net Operating Margin (NOM) 
Net Operating Margin (NOM) is a ratio to assess the 
bank's profitability. NOM is calculated by dividing 
operating profit by the average of earning assets 
(Indonesian Bankers Association, 2016). Operating 
profit is annual net interest income deduced by 
annual operating expenses. Earning assets are assets 
that generate interest both on the balance sheet and 
on TRA. Average earning assets are calculated by 
adding the total productive assets positions from 
January to June divided by 6 (Indonesian Bankers 
Association, 2016). Banks are required to maintain a 
positive NOM value. The higher the NOM, the 
higher the bank's income generated by the bank's 
productive assets. The previous research supported 
the statement was the research from M. Ali and 
Habbe, (2012), Subandi (2013), Sudiyatno, 2013), 
Andhina Dyah Sulityowati, Noer Azam Achsani, 
(2017). However, the opposite results found by 
(Rindhatmono, 2005). 

3 RESEARCH METHOD 

This study uses secondary data in the form of 

financial statements of Islamic Commercial Banks 

presented by Indonesia Financial Services Authority 

website, ojk.go.id, during 2012-2017. Data is 

collected with time series, namely quarterly financial 

statements. 

The analytical model used is multiple regression 

analysis model. The analysis technique that will be 

used in this study is multiple linear regression 

analysis. Multiple linear regression analysis measure 

the strength of the relationship between two or more 

variables, also shows the direction of the 

relationship between assumed to be random / 

stochastic which means it has a probabilistic 

distribution (Ghozali, 2016). In this study, a 

regression test was performed with an independent 

variable (x) towards the dependent variable (y). The 

multiple linear regression equation used are: 

Yit = α + β1X1it + β2X2it + β3X3it + β4X4it
+ β5X5it + eit 

Where : 

Y : Financial Performance (ROA) 

i : Islamic Commercial Banks 

t : Year 

α : Constant/Intercept 

β : Regression Coefficient 

X_1 : Capital Adequacy Ratio 

X_2 : Financing to Deposit Ratio 

X_3 : Non Performing Financing 

X_4 : BOPO ratio (Operating Expense to Operating 

Income) 

X_5 : Net Operating Margin 

e : error 

 

The hypothesis in this study are: 

1. Capital with CAR indicators affects 

performance (ROA) in Sharia Commercial 

Banks in Indonesia during 2012-2017. 

2. Liquidity Risk with the FDR indicator affects 

the performance (ROA) of Islamic Commercial 

Banks in Indonesia during 2012-2017. 

3. Credit Risk with the NPF indicator affects the 

performance (ROA) of Islamic Commercial 

Banks in Indonesia during 2012-2017. 

4. Operational risks with BOPO indicators affect 

performance (ROA) in Islamic Commercial 

Banks in Indonesia during 2012-2017. 

5. Rentability with NOM indicators influences 

performance (ROA) in Islamic Commercial 

Banks in Indonesia during 2012-2017. 

Before testing multiple linear analysis of the 

research hypothesis, it is necessary to test a classic 
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assumption first. The classic assumption test aims to 

find out and test the feasibility of the regression 

model used in this study. The classic assumption test 

consists of normality test, multicollinearity test, 

autocorrelation test, and heteroscedasticity test 

(Ghozali, 2016). 

4 ANALYSIS 

Table 1 showed that the sig. value of normality test 

is 0.603. It was concluded that the normality 

assumption of research data was fulfilled because it 

was greater than 0.05. (Ghozali, 2016) 

 

Table 1: Normality Test 

One-Sample Kolmogorov-Smirnov Test 

 Unstandardized 

Residual 

N 215 

Normal 

Parametersa,

b 

Mean -.0389634 

Std. 

Deviation 
.35537830 

Most 

Extreme 

Differences 

Absolute .052 

Positive .052 

Negative -.027 

Kolmogorov-Smirnov Z .764 

Asymp. Sig. (2-tailed) .603 

a. Test distribution is Normal. 

b. Calculated from data. 

 

Multicollinearity test results as shown in Table 2 

obtained a Tolerance value of > 0.1, while the VIF 

value is < 10, meaning that there were no symptoms 

of multicollinearity (Suliyanto, 2011). 

 

Table 2: Multicollinearity Test 

Model Collinearity Statistics 

Tolerance VIF 

1 

(Constant)   

CAR .726 1.377 

FDR .829 1.206 

NPF .672 1.487 

BOP

O 
.511 1.955 

NOM .684 1.463 

 

Autocorrelation test results showed in table 3. 

indicates that the Durbin Watson value of 0.772 are 

found between -2 and 2, so it is concluded that there 

is no data autocorrelation (Santosa, 2012). 

 

Tabel 3: Autocorrelation Test 

Model Summaryb 

Mod

el 

Std. Error of 

the Estimate 

Durbin-

Watson 

1 .31112 .779 

a. Predictors: (Constant), NOM, CAR, FDR, 

NPF, BOPO 

b. Dependent Variable: ROA 

Table 4. showed the results of Heteroscedasticity 

Test. The sig value for the independent variable is 

greater than 0.05, which means there is no 

heteroscedasticity (Suliyanto, 2011). 

 

Table 4: Heteroscedasticity Test 

Model  Standardized 

Coefficients 

T Sig. 

Beta 

1 

(Constant) 
 -

.631 
.529 

CAR .052 .618 .537 

FDR -.063 
-

.786 
.433 

NPF .092 
1.05

9 
.291 

BOPO .151 
1.54

3 
.125 

NOM .042 .483 .630 

a. Dependent Variable: abs_res2 

 

After all the classical assumption tests are carried 

out and resulted that all the data can be used, then 

multiple linear regression analysis is carried out. The 

following are the equations obtained from the test 

results: 

ROA =7,508+0.09CAR+0,01FDR+0,13 NPF – 

            0,076BOPO+0,011NOM  

The results showed that the value of ROA constant 

is 7.508. CAR regression coefficient is 0.09 

indicating that a 1% increase from the CAR value 

will increase ROA by 0.09% assuming other 

variables remain. The result is similar with FDR, 

NPF and NOM. BOPO regression coefficient is -

0.076 which means that if there is a reduction in 

BOPO of 1%, it will increase the ROA by 0.076. 

UNICEES 2018 - 1st Unimed International Conference on Economics Education and Social Science

1248



 

Table 5. showed the coefficient of determination test 

with the results of the Adjusted R Square value is 

0.861. It means that 86.1% percent ROA can be 

affected by the simultaneous effect from 

independent variables namely CAR, FDR, NPF, 

BOPO and NOM, while the rest are influenced by 

other variables. 

 

Table 5: Coefficient of Determination Test 

Model Summary 

Mode

l 

R R 

Square 

Adjusted 

R Square 

Std. Error of 

the Estimate 

1 .930a .864 .861 .31112 

a. Predictors: (Constant), NOM, CAR, FDR, 

NPF, BOPO 

 

Table 6 showed the results of the F test where the 

results is 0,000 which means that all the independent 

variables simultaneously affect the dependent 

variable. 

 

Table 6 Results of the F Test 

ANOVAa 

Model Sum 

of 

Square

s 

Df Mean 

Square 

F Sig. 

Regressio

n 

128.5

48 
5 25.710 

265.6

14 

.000
b 

Residual 20.230 209 
.09

7 

  

Total 
148.77

8 
214 

   

a. Dependent Variable: ROA 

b. Predictors: (Constant), NOM, CAR, FDR, NPF, BOPO 

Coefficientsa 

 

Table 7: Showed the Results of T test 

 

Model Unstandardiz

ed 

Coefficients 

Standard

ized 

Coeffici

ents 

t Sig. 

B Std. 

Error 

Beta 

1 
(Consta

nt) 
7.508 .298 

 
25.173 .000 

  CAR .009 .002 .120 3.995 .000 

  FDR .001 .001 .031 1.118 .265 

  NPF .013 .017 .023 .733 .464 

BOPO -.076 .003 -.864 -24.221 .000 

  NOM .011 .008 .047 1.525 .129 

a. Dependent Variable: ROA 

 

Table 7 showed the results of T test. It found that 

CAR results significantly affects ROA with a sig 

value of 0,000 > 0.05. The result is similar with the 

BOPO value. The sig. value of FDR, NPF and NOM 

are greater than 0.05, so they are not significant. 

 

Hypothesis Test 1 

The results of data analysis show that Hypothesis 1: 

CAR has a significant effect on ROA, supported. 

This result supports the opinion that with the 

addition of capital, banks have greater opportunities 

to increase profits. The results of hypothesis 1 are in 

line with previous researches from Kishori (2017), 

Anggreni, (2014), Shamki, Alulis and Sayari, 

(2016), Margaretha (2017), Chou and Buchdadi, 

(2016), Sukirmo (2016), Sudiyanto (2010). 

 

Hypothesis Test 2 

The results of hypothesis 2 showed different results. 

The result showed that T test value of more than 

0.05, which is 0.265, the conclusion of the FDR has 

no effect towards ROA. This result is the same as 

previous result by Pramuka, (2010). So, hypothesis 2 

is not supported. 

 

Hypothesis Test 3 

The test of the effect of NPF towards ROA obtained 

a significant value of 0.464, it is concluded that 

hypothesis 3 is not supported. The result is 

supported by previous research from M, Ali and 

Habbe, (2012). 

 

 

Hypothesis Test 4 

Significant affect towards ROA is then obtained 

from BOPO. In general, effective costs will increase 

profits. So, hypothesis 2 is supported. The result is 

supported by previous researches from Sudiyatno, 

(2013), Sudiyatno, (2013), Amelia, (2015), Chou 

and Buchdadi, (2016), Sukirmo (2006), Sudiyanto 

(2016), Wibowo (2013) and M. Ali and Habbe, 

(2012), Margaretha (2015). 

 

Hypothesis test 5 
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The result of t test showed that the value is 0.129, 

then hypothesis 4 is not supported. This result is 

supported by previous research from Ferdi 

Rindhatmono (2005). 

 

5 CONCLUSION 

The results showed that CAR and BOPO have a 

significant effect towards ROA, while FDR, NPF 

and NOM have no significant effect towards ROA. 

In the other hand, FDR, NPF and NOM have a 

simultaneous effect on ROA with a coefficient level 

of 86.1%. Based on 5 years’ observation, other 

factors that affect ROA in Indonesian Islamic 

Banking still need to be explored. The significant 

effect of CAR and BOPO have been theoretically 

proven. However, it needs to be reexamined why 

FDR, NPF and NOM has no effect towards ROA. 

Based on existing theories, credit risk and liquidity 

risk are important for banks because during the 

period of 2012-2017 there were several Islamic 

banks that were in the early stages of developing and 

some were newly founded. It is because banks are 

still focused on aspects of capital and performance 

efficiency. 
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Abstract: The main purpose of this research is to measure the correlation trading friction and some variabel that affect 
it for high frequency financial data in Indonesian Stock Exchange.  Trading friction define as the difficulties 
faced by investors in the stocks trading which is sourced from implicit transaction cost. Using research 
result of trading friction calculation generated in previous studies by Nurhayati, Ekaputra and Husodo 
(2018), that the average trading friction of high market capitalization and relatively liquid stocks, scattered 
in various fractions price is equal to 1% per year and  the highest trading frictions derived from the 
information, correlation test will be carried out between  trading friction to characteristics of trading. The 
result can prove that trading friction measures are negatively and highly correlated with stock price, market 
capitalization and number of transactions, and uncorrelated with the volume of transactions as parameters 
proved to be insignificant. 

1 INTRODUCTION 

Liquidity is one of the most important factors to be 
considered by investors when investing in stocks 
that are trading through stock exchange. Simply, 
liquidity can be defined as the facility in trading 
asset (Black, 1971). The previous understanding 
concerning liquidity was started by the presence of 
the equilibrium concept from Walras that known as 
“Walrasian Friction Auctioneer”, where equilibrium 
market formed from the power side of supply and 
demand by some assumptions that the market is 
always in the balance condition, perfectly liquid, has 
no transaction cost, no tax of balance result and 
there is the same information received by investor 
(systematic information). The next development 
regarding the formation of balance price stated that 
balance in reality does not always happen (Demsetz, 
1968). The balance can be obtained by agreeing on a 
certain price as cost of immediacy. Cost of 
Immediacy is cost associated with immediate 
execution of tradings. Demsetz’s analysis is 
regarded as the beginning of the market 
microstructure theory. Demsetz suggested two 
things that are not stated in the previous view which 

were the cost of trading both explicit and implicit 
costs and dimension of time (the time in which the 
number of seller is equal to the number of 
buyer).Therefore, some assumptions that stated 
previously can’t be fulfilled. 

The view of the transaction cost continues to 
grow with the discovery of the composition of 
transaction cost which includes order processing 
cost, inventory holding cost and cost dues to 
asymmetric information (adverse information cost). 
These transaction costs are the obstacles for 
investors to reach the balance in market. Stoll called 
it a friction in trading (Stoll, 2000). Friction is 
devided into real friction and informational friction. 
Real friction is sourced from order processing cost 
and inventory holding cost while informational 
friction is sourced from adverse information cost. 
Some other literatures categorized transaction costs 
into implicit transaction cost and explicit transaction 
cost. Implicit transaction cost is an invisible cost and 
its existence cannot be felt, such as bid-ask spread, 
while explicit transaction cost is a visible cost and its 
existence can be felt directly by investors such as 
broker fee, fee of stock manager and government tax 
(Harris, 2002) .  
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This research will analyze the correlation 
between trading friction as implicit cost in 
Indonesian Stock Exchange with some trading 
characteristics such as stock prices, trading volume, 
transaction amount and market capitalization that is 
estimated to affect friction. Average trading friction 
and characterictic data used in this reasearch is the 
result of trading friction calculated in generated 
research in previous studies by Nurhayati, Ekaputra 
and Husodo (2018). 

2 THEORICAL FRAMEWORK 

Trading friction, which is defined in this research, is 
implicit transaction cost that investors cannot feel its 
existence. As market risk (systematic risk), although 
friction cannot be felt but its existence can affect the 
market and lead to changes in prices, it can be seen 
from the increase in beta (Nurhayati, Ekaputra and 
Husodo, 2018). Besides implicit transaction costs, 
there are other type of friction, namely explicit 
transaction cost. This fee is clearly known by all 
investors such as brokerage comission, fee exchange 
and government tax.  

The static measure standard, which is used to 
measure total friction that can be observed in trading 
are quoted and effective half spread, which reflects 
total trading cost that covers real friction and 
informational friction (Stoll, 2000). Half spread term 
is used when friction measurement is done in every 
transaction, while quoted spread measures spread in 
round trip trading. Quoted half spread can be noted 
as: 

 
2/)( BAS   

     
(1) 

Where : 
A: ask price 
B : bid price 
To get the average value of quoted half spread is 

by dividing spread with the quantity of the spread 
trading.  Another alternative of measurement friction 
is effective half spread.   

  

                           
MPES   

 
   

(2) 
Where : 
P is trading price 
M is quoted mid point 

 
The effective half spread is lower than quoted 

half spread. Effective half spread is an actual total 
friction measured because using a stock price 
variable than quoted half spread with bid and ask 
(Cai et al., 2008). 

 Trading friction consist of real and information 
Friction.  Trading half spread is one of the model 
used for measure real friction, half from the 
differences average trading price in ask minus 
average trading price in bid. Trading half spread 
consists of first trading half spread and second 
trading half spread. 

The first trading half spread defined as  
(Stoll, 2000) : 

 2/)(1 11
BA PPTS 

  
A

P 1 is  price in trading in i in the side of ask, 
B

P 1 is price in trading in i in the side of bid. 
 
The second trading half spread defined as (Stoll, 

2000) : 

 2/)(2 22
BA PPTS 

  
A

P 2 is price in trading in i in the side of ask, 
B

P 2 is price in trading in i in the side of bid. 
 
After all measurements of friction were 

completed, proceed with the calculation of the 
proportional half spread to the four friction measures 
(S, ES, TS1 and TS2). Proportional half spread is 
obtained by dividing the average half of the spread 
by the average price of each stock during the 
observation period. Informational friction is a cost 
caused by adverse information.  Informational 
friction can be said as a profit of informed trading 
for the loss of uninformed trader [(Glosten and 
Milgrom, 1985)(Kyle, 1985) (Copeland and Galai, 
1983)]. Stoll did not formulate a specific model for 
informational friction. In this case, informational 
friction is considered to be difference between total 
friction and real friction. 

Trading friction that can affect trading liquidity 
can be expanded by analyzing several determinants 
of the bid-ask spread itself. Quoted spread is 
influenced by several factors including trading 
volume, stock price, number of market makers and 
risk of securities (Glosten and Harris, 1988). In line 
with Glosten and Harris, Stoll states that friction is 
strongly influenced by the characteristics of trading. 
Friction is directly proportional to volatility and 
inversely proportional to the number of tradings, 
transaction volume, stock price and market 
capitalization (Stoll, 2000). Friction will decrease 
with increasing the number of tradings, volume, 
market capitalization and stock prices will increase 
with increasing volatility.   

The hypothesis that will be built in the 
correlation analysis between proportional half 
spreads and some trade characteristics is: 
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Hypothesis 1a: There is a strong and negative 
correlation between friction and 
the average price of a stock. 

Hypothesis 1b: There is a strong and negative 
correlation between friction and 
the average number of transaction. 

Hypothesis 1c: There is a strong and negative 
correlation between friction and 
transaction volume. 

Hypothesis 1d: There is a strong and negative 
correlation between friction and 
market capitalization. 

 

3 RESEARCH METHOD 

Based on the results of previous studies about 
trading friction and decomposition spread, it was 
founded that the amount of friction in the Indonesian 
Stock Exchange was 1%. The friction of 1% per 
year is a friction generated at relatively liquid 
company,  high market capitalized stocks, which are 
scattered at various prices of friction (Nurhayati, 
Ekaputra and Husodo, 2018). High market 
capitalization stocks will have high liquidity 
(Husodo. Zaäfri A and Henker, 2009). 

To develop Nurhayati’s research (Nurhayati, 
Ekaputra and Husodo, 2018),  this research will use 
the data, that also used in Nurhayati's research to 
carried out an analysis of the correlation of trading 
friction  with   several characteristics of trading. 
Besides average trading friction, the data employed 
in the study consist of  stock price, trading volume, 
trading quantity and market capitalization. The 
samples were chosen purposively from regular 
market was sorted based on the top 10 stocks are 
sorted by capitalization which represents each tick 
size from the biggest to smallest. 

In collecting data at three time points, there were 
some data released from the sample due to the 
inavailability and incompleteness. The sample 
consist of 38 stocks in 2006 or 10,9 % from the 
population, which is 348 emitens, 43 stocks in 2007 
or 12 % from 357 emiten and 50 stocks in 2008 or 
12,3 % from 406 stocks. Observation period was 
divided in three points, which are in 2006, 2007 and 
2008 which consist of three months in 2006 and 
2008 (August, September and October) and two 
months in 2007 (July and August). The average 
number of trading days in 2006 are 51 days with the 
trading transactions of 541.875 transactions. In 
2007, the average numbers of trading days are 41 
days with the number of trading transactions of 

804.785 transactions. In 2008, the average number 
of transactions days are 50 days with the number of 
trading transactions of 1.719.175 transactions. The 
transaction data employed in the study, which was 
obtain from data stream at Economic Data Center 
and Business Library of Faculty of Economics 
University of Indonesia (PDEB UI).  

4 ANALYSIS 

 Nurhayati, Ekaputra and Husodo (2018) have 
calculated trading friction using quoted half spread 
(S), effective half spread (ES), first trading half 
spread (TS1), second trading half spread (TS2) with  
proportional half spread and  and this research will 
develop it. Using the same object of research, this 
study will examine and correlate some trading 
characteristic to trading friction. Based on the 
calculation of frictions during the observation 
period, Nurhayati, Ekaputra and Husodo (2018) 
have found that the average amount of frictions in 
Indonesian Stock Exchange on large capitalized 
stocks is 1%.  

The average proportional quoted half spread 
(%S) at Indonesian Stock Exchange in 2006 is 1.1%, 
and the average proportional effective half spread 
(%ES) is 1.1%. In 2007 the average of proportional 
quoted half spread (%S) is 1.2%, and the average of 
proportional effective half spread (%ES) is 1.2%. 
While in 2008, the average of proportional quoted 
half spread (%S) at Indonesian Stock Exchange is 
1.%, and the average of proportional effective half 
spread (%ES) is 1.2%. Based on the results of the 
measurement of friction, the next analysis of the 
correlation between trading friction and trading 
characteristics such as stock price, transaction 
volume, number of transactions and market 
capitalization will be analyzed (Nurhayati, Ekaputra 
and Husodo, 2018).  

Table 1 presents data on correlation test results 
between several friction measures with several 
characteristics of trade. Correlation coefficient 
between proportional quoted half spread (% S), 
proportional effective half spread (% ES), 
proportional first traded half spread (% TS1), 
proportional second traded half spread (% TS2) with  
the average price of 2006 was -26.5%, -27.5%,         
-28.6% and -25.7% and significant at α 10% on % S, 
% TS2 and significant at 5% on % ES and % TS1.  

Correlation coefficient between proportional 
quoted half spread (% S), proportional effective half 
spread (% ES), proportional first traded half spread 
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(% TS1) and proportional second traded half spread 
(% TS2) with the average price in 2007 was -14%, 
14.1%, -17.9% and -20.9%.  Although the 
correlation between proportional half spread shows a 
relationship that is inversely proportional, but the 
resulting parameters show a non-significant 
relationship between the two, so it cannot prove 
hypothesis 1a which states that there is a strong and 
negative relationship between spread and stock 
price. 

Correlation coefficient values are proportional 
quoted half spread (% S), proportional effective half 
spread (% ES), proportional first traded half spread 
(% TS1), proportional second traded half spread (% 
TS2), and to the average price in 2008, respectively 
at -21.7%, -24.2%, -25.6% and -26.2%, and 
significant at α 10% on % S,  10% on % ES,% TS1, 
and % TS2. The correlation shows that there is an 
inverse relationship between the proportional half 
spread to the average price, meaning that the higher 
the average price, the smaller the proportional 
spread 

Correlation coefficient between proportional 
quoted half spread (% S), proportional effective half 
spread (% ES), proportional first traded half spread 
(% TS1) and proportional second traded half spread 
(% TS2) with the number of transactions in 2006 
was -44.8%, -44. 6%, -42.7% and -42.3%. 

Correlation coefficient between proportional 
quoted half spread (% S), proportional effective half 
spread (% ES), proportional first traded half spread 
(% TS1) and proportional second traded half spread 
(% TS2) with the number of transactions in 2007    
was -38%, -38.7%, -30.9% and -41.1%.  Correlation 
coefficient between proportional quoted half spread 
(% S), proportional effective half spread (% ES), 
proportional first traded half spread (% TS1) and 
proportional second traded half spread (% TS2) the 
number of transactions in 2008 was -31.3%, -31.4%, 
-25.8% dan -26.7%, significant at α 5% on % S,% 
ES and significant at 10% on % TS1,% TS1. All the 
correlation test results were significant at 1% , so the 
1b hypothesis is proven.  

 Correlation coefficient between proportional 
quoted half spread (% S), proportional effective half 
spread (% ES), proportional first traded half spread 
(% TS1) and proportional second traded half spread 
(% TS2) with the volume of transactions in 2006 
was -5.8%, -4.6%, -3.9%, -0.5%. Correlation 
coefficient between proportional quoted half spread 
(% S), proportional effective half spread (% ES), 
proportional first traded half spread (% TS1) and 
proportional second traded half spread (% TS2) with 
the volume of transactions in 2007 was -2.2%, -

2.2%, -1.4%,  -2.1%. Correlation coefficient 
between proportional quoted half spread (% S), 
proportional effective half spread (% ES), 
proportional first traded half spread (% TS1), 
proportional second traded half spread (% TS2) with  
the volume of transactions in 2008 was -13.8%, -
11.4%, -11%, -13.6%. The overall results for 2006, 
2007 and 2008 were not significant. so the 1c 
hypothesis is not proven.  

Correlation coefficient between proportional 
quoted half spread (% S), proportional effective half 
spread (% ES), proportional first traded half spread 
(% TS1) and proportional second traded half spread 
(% TS2) with the market capitalization in 2006 was -
28.8%, -29.1%, -29.6%, -28.7%. Correlation 
coefficient between proportional quoted half spread 
(% S), proportional effective half spread (% ES), 
proportional first traded half spread (% TS1) and 
proportional second traded half spread (% TS2) with 
the market capitalization in 2007 was -25.7%, -
26.1%, -26.1%,  -32.5%. Correlation coefficient 
between proportional quoted half spread (% S), 
proportional effective half spread (% ES), 
proportional first traded half spread (% TS1), 
proportional second traded half spread (% TS2) with  
the market capitalization in 2008 was -28.5%, -
31.3%, -26.8%, -29.1%. The overall results for 
2006, 2007 and 2008 were significant at α 5 and 
10%, so the 1d hypothesis is proven.  

 
Table 1: The Correlation of trading friction with 
trading characteristics 

Year 
Trading 

Character
istic 

Proportional Half Spread of Friction 

%S %ES %TS1 %TS2 

2006 Price -0,265 -0,275 -0,286 -0,257 

  sig 0,108 0,095 0,081 0,12 

 

Transacti
on 
Amount -0,448 -0,446 -0,427 -0,423 

  sig 0,005 0,005 0,007 0,008 

 

Transacti
on 
Volume -0,058 -0,046 0,039 -0,005 

  sig 0,731 0,782 0,814 0,974 

 

Mark3t 
Capitaliz
ation -0,288 -0,291 -0,296 -0,287 

  sig 0,08 0,076 0,071 0,08 

2007 Price -0,14 -0,141 -0,179 -0,209 

  sig 0,371 0,367 0,251 0,179 

 

Transacti
on 
Amount -0,38 -0,387 -0,309 -0,411 
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   sig 0,012 0,01 0,043 0,006 

 

Transacti
on 
Volume -0,22 -0,227 -0,142 -0,217 

   sig 0,156 0,144 0,364 0,162 

 

Market 
Capitaliz
ation -0,257 -0,261 -0,261 -0,325 

  sig 0,096 0,091 0,091 0,033 

2008 
Price 

  -
0,217 -0,242 -0,256 -0,262 

   sig 0,13 0,091 0,073 0,066 

 

Transacti
on 
Amount -0,313 -0,314 -0,258 -0,267 

   sig 0,027 0,026 0,071 0,061 

 

Transacti
on 
Volume -0,138 -0,114 -0,11 -0,136 

   sig 0,338 0,429 0,448 0,346 

 

Market 
Capitaliz
ation -0,285 -0,313 -0,268 -0,291 

  sig 0,045 0,027 0,06 0,041 

 

5 RESULTS 

Based on the result, trading volume and holding 
price are not proved to be able to decrease the 
spread, although in substance, both of them negative 
correlated with trading friction, but trading character 
such as holdings price or trading volume are can not 
explain trading friction because the parameter is not 
significant. Variable of transaction amount and 
market capitalization empirically verify is negative 
to the spread. More high the transaction quantity, the 
spread will more decrease and more high market 
capitalization, spread / friction will be lower. 
Research conducted by Rhee and Wang (2008) 
found a high preference for foreign investors in large 
capitalized stocks because it was proven that large 
capitalized stocks had a lower level of risk. 
Hypothesis testing conducted in this study can prove 
the effect of market capitalization dan number og 
transaction on spreads. The higher the spread market 
capitalization and number of transaction will be 
lower. 

Trading friction have negative related with 
holdings price, trading volume, transaction quantity 
and market capitalization. The correlation result can 
verify the tight correlation between trading friction 
with holdings price, transaction quantity and market 
capitalization, however cannot verify correlation 

with trading volume because of the parameters has 
not effect. As The number of transaction also related 
with how many trading. When the transaction, there 
is the information from the buy to sell or otherwise. 
The oft transaction holding and high transaction 
quantity, then decrease the gap information between 
buyer and seller, so the spread will smaller and 
liquidity will higher. Market capitalization showed 
the size of company. Small capitalized companies 
have a higher level of risk (Fama and French, 1992). 
Correlated analysis between trading friction and 
some trading character such as holdings price, 
trading volume, transaction quantity and market 
capitalization is needed. 

6 CONCLUSIONS 
By using the intraday data with high frequency in 
the Indonesian Stock Exchange, this study can prove 
that trading friction has a negative relationship with 
stock prices, trading volume, number of transactions 
and market capitalization. The correlation test results 
can prove the closeness of the relationship between 
trade friction and stock prices, the number of 
transactions and market capitalization, and cannot 
prove its relationship with trading volume because 
the parameters prove to be insignificant. 
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Abstract: This study aimed to analyse the effect of variable Return on Total Assets (ROA), Return on Equity (ROE), 
Price to Book Value (PBV), Debt to Equity Ratio (DER), and Earning per Share (EPS) simultaneously to 
the stock price of companies automotive listed on the Indonesia Stock Exchange and analyse the effect of 
variable Return on Total Assets (ROA), Return on Equity (ROE), Price to Book Value (PBV), Debt to 
Equity Ratio (DER), and Earning per Share (EPS) partially on stock prices of automotive companies listed 
in Indonesia stock Exchange. The number of samples in this study as many as nine companies. Mechanical 
analysis using multiple linear regression analysis. The analysis showed that the Return on Assets(ROA), 
Return on Equity (ROE), Price To Book Value (PBV), Debt to Equity Ratio (DER), Earning Per Share 
(EPS) simultaneously affect the stock price on the automotive company listed on the Indonesia Stock 
Exchange. The analysis showed that partially Price to Book Value (PBV), Debt to Equity Ratio (DER), and 
Earning Per Share (EPS) Return on Assets (ROA) effect on the stock price on the automotive company 
listed on the Indonesia Stock Exchange. Price to Book Value (PBV), and Earning Per Share (EPS) positive 
impact on stock prices and Debt to Equity Ratio (DER) negative impact on stock prices. While Return on 
Assets (ROA) and Return on Equity (ROE) has no effect on stock prices. 

1 INTRODUCTION 

Unit price movement of shares by the stock 
exchange is a very interesting phenomenon for 
investors to do an analysis. For a reasonable stock 
price movements will foster a belief in themselves 
investors in the investment to buy or sell existing 
shares. Generally, the purpose of investors invest 
their funds in securities (securities) among others, is 
to get a return (yield) is maximal at particular risk or 
obtain certain results with minimum risk. 
 
Stock market prices as a reflection of a company's 
value, an increase or decrease a lot. Because stock 
prices reflect both fundamental information, 
technical, social and political. The share price on the 
stock exchange is generally determined by the law 
of supply and demand. More and more people buy 
stocks, then the stock price will tend to rise, 
otherwise more and more people 

Figure 1: Development of Automotive Company 
Stock Price 
 
Fundamental strength can be seen from the financial 
ratios that can be seen on a periodic basis such as 
return on equity, return on investment, dividend 
payout ratio and other ratios. For companies with 
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strong fundamentals, these financial ratios would be 
significant enough to be analyzed. 
 
Stock investors have an interest in the information 
related to the dynamics of stock prices in order to 
make decisions about stocks eligible to be selected. 
Jogiyanto (2012: 88) observes that the stock price as 
an indicator of the company's value will be affected 
directly or indirectly by fundamental factors and 
technical factors. Basically, the value of a stock is 
determined by a company's fundamentals. Investors 
make decisions to grow their money by buying 
shares of the issuer after considering earnings, 
growth in sales and assets for a certain period. In 
addition, the future prospects of the company is very 
important to be considered. The indicators taken into 
consideration, among others, earnings per sare 
(EPS), dividend per share (DPS) book value (BV) 
return on equity (ROE), 
 
Based on some of these needs, the researcher is 
necessary to examine the influence of several factors 
fundamental to the stock price, which is the object of 
this research are companies engaged in the 
automotive field are listed in the Indonesia Stock 
Exchange. This caused that as one company of many 
companies faced with the reality of efficiency at this 
time, but was very large automotive company 
contribution to the state economy as a whole for 
building the infrastructure to facilitate the 
development of various sectors. Sectors of the 
automotive industry is a sector that is expected to 
support the role of other sectors in promoting 
economic growth. 
 
This study followed up on the findings of previous 
research results, found in this study combines a 
range of variables that have been raised previous 
investigators, particularly the independent variables 
that have a significant effect on stock prices. This 
study refers to or inspired by previous researchers 
that examines some of the variables that affect stock 
prices. As research Yanti and Safitri (2013), shows 
that the Earning Per Share (EPS), Return on Assets 
(ROA) and Book Value (BV) significantly affects 
stock prices, while Return on Equity (ROE), the 
Current Ratio (CR), price Earning Ratio (PER) and 
Operating Profit Margin (OPM) has no effect on 
stock prices. Another researcher,Indira and 
Dwiastutiningsih (2014) shows that Net profit 
margin and return on equity has no effect on stock 
prices, while the earnings per share effect on stock 
prices. Sari and Suhermin (2016), Argued that Net. 
 
Profit Margin, Earnings Per Share significant effect 
on stock prices, while Return on equity, price 

earning ratio, and Price To Book Value no 
significant effect on stock prices. 
 
This study is a replication of the study Sari and 
Suhermin (2016). The variables used by researchers 
is the Return on Total Assets, Return on Equity, 
Price to Book Value, Debt Equity Ratio and Earning 
per Share in predicting stock prices. 
 
2 THEORICAL FRAMEWORK 
The investment decision is a matter of how the 
financial manager should allocate funds into other 
forms of investment which will bring benefits in the 
future. Shape, manner, and the composition of the 
investment will affect and support the level of 
profits in the future. According Sutrisno (2001: 5) 
future profits expected from the invested capital can 
not be predicted with certainty. Therefore the 
investment will involve risks or uncertainties. Risk 
and expected return on investment that will greatly 
affect the achievement of the objectives, policies, 
and values of the company. 
 
According Jogiyanto (2012: 200) the stock price can 
be determined based on the book value (book value), 
the market value (market value), and intrinsic value 
(intrinsic value). Book value is the value of the 
issuer's shares according to the company's books. 
The market value is the value of shares on the stock 
market and intrinsic value is the actual value of the 
shares. The market value of a stock price that 
occurred in the stock market at the appropriate time 
determined by market participants (Jogiyanto, 2012: 
201). 
 
Fundamental factors measured by the ratio of return 
on assets, return on equity, earnings per share, the 
share price earnings and price to book value (Jackie 
and Safitri, 2013). These five fundamental factors 
such as return on equity, debt to equity ratio, 
earnings per share, price earnings ratio and price to 
book value simultaneously have a significant 
influence on stock prices. Fundamental factors 
according to (Weston, 2010: 199) consists of five 
variables, namely ROA (Return on Total Assets), 
ROE (Return on Equity), PBV (Price to Book 
Value), b (Payout Ratio), DER (Debt Equity Ratio) 
EPS (Earnings per Share). Natarsyah (2000) 
explains that the variable return on assets, debt to 
equity ratio and book value have an effect on stock 
prices. In this research. 
 

3 RESEARCH METHODS 
This research is quantitative descriptive research 

type ekplanasi, which is an object or purpose is to 
explain the causal relationship or variables that are 
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hypothesized. According Sugiyono (2015: 36) 
quantitative descriptive research is research that is 
based on data that can be calculated to produce a 
solid quantitative assessment. Variables used to 
affect the stock price is Return on Assets (ROA), 
Return on Equity (ROE), Price to Book Value 
(PBV), Debt to Equity Ratio (DER), and Earning 
per Share (EPS) automotive company registered in 
Indonesia Stock Exchange period 2014-2017. The 
population in this study are all automotive 
companies listed on the Stock Exchange as many as 
13 companies. The sample in this study were taken 
using non-random sampling method is purposive 
sampling or based on certain considerations. The 
number of samples that meet the criteria (purposive 
sampling) in this study amounted to nine 
automotive companies. Mechanical analysis using 
multiple linear regression analysis. 
 
4 ANALYSIS 
 
Statistical data descriptive variable financial 
statements Automotive seven companies listed in 
Indonesia Stock Exchange the sample in this study 
are shown in Table 1. 
 
Table 1: Descriptive Statistics Data Years 2014-
2017 

variables Minimum maximum mean Std. deviation

ROA '2014 1.00 14,00 6.5967 4.07517 

ROE 1.78 18.00 8.0073 5.72768 

PBV 0.58 4.82 1.9133 1.27919 

DER 10,00 220.00 93.7767 72.64915 

EPS 69.44 701.67 332.86 200.56088 

Stock price)* 204 7425 2965.67 2464.902 

ROA '2015 0.10 23.00 7.2344 8.59986 

ROE 1.10 32.00 7.7827 9.70541 

PBV 0.14 2.65 1.1367 0.87450 

DER 9.00 220.00 77.0300 71.29975 

EPS 29,48 768.33 233.14 235.47264 

Stock price)* 125 6000 2355.00 2270.216 

ROA '2016 1.92 22.00 6.6433 6.27163 

ROE 3.00 14.05 7.4567 4.39658 

PBV 0.14 2.40 , 8889 0.72433 

DER 9.00 111.01 55.4778 39.26427   
Note: * = In rupiah  
Source: Processed Data. 

 
From Table 1 it appears that the average value of 
the highest stock price in 2014 amounted to 
2965.67,while the lowest average occurred in 2015 
amounted to2,355, This shows that the general 

condition of the economy in 2015 is not so good. In 
2016 and 2017, the average stock price began to 
rise, means that the performance of the economy 
has begun to improve. Under these conditions, it 
can be concluded that the business of automotive 
companies listed in Indonesia Stock Exchange is 
experiencing a rise in overall performance. 

 
Multiple Linear Regression Analysis 

The test results of multiple linear analysis 
using 
SPSS version 18 is as follows: 
 
Table 2: Results of Multiple Linear Regression 

Testing 

 
Coefficient

s standardized   

variables 

unstandardiz
ed Coefficients 

t 
Sig

.    

 B
Std. 

Error beta   

constants 
6,

690 .340  
19.66
5 0,000

ROA 
0,

005 0,0240,031 .220 0.827

ROE 
0,

012 0,0220.081 0.554 .584

PBV 
0.

555 0.1360,495 4.071 0,000

DER 
-

0.005 0,002.280 2,312 0,028

EPS 
0,

002 0,0010,365 2,553 0,016 
Source: Data processed writer 
 
Based on Table 2 above, the share price can be 

entered into the multiple regression equation as 
follows:  
HS = 6,690 + 0,005.ROA + 0,012.ROE + 

0,555.PBV - 0,005 0,002.EPS DER + + e  
From equation The above regression can be 

interpreted that:  
1. Constants (a)  
In the multiple linear regression equation above 

is known to a constant value (a) of 6.690 means that 
if the variable Return on Assets, Return on Equity, 
Price To Book Value, Debt to Equity Ratio and 
Earning Per Share is equal to 0, then the stock price 
(Closing Price ) amounting to Rp 6,690.  
2. The regression coefficient Return on Assets 

(b1) 0,005  
B1 coefficient is 0.005, indicating a positive 

correlation direction (unidirectional) between the 
Return on Assets with a share price (Closing Price). 
A positive sign indicates the influence of Return on 
Assets direction of the share price (Closing Price), 
ie if the variable Return on Assets increased share 
price (Closing Price) will rise, assuming variable 
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Return on Equity, Price To Book Value, Debt to 
Equity Ratio, and Earning Per Share constant.  
3. The regression coefficient Return on Equity 

(b2) amounted to 0,012  
B2 coefficient is 0.012, indicating a positive 

correlation direction (unidirectional) between the 
Return on Equity at stock price (Closing Price). 
A positive sign indicates the influence of Return 
on Equity in the direction of the share price 
(Closing Price), ie if the variable Return on 
Equity increased share price (Closing Price) will 
rise by assuming the variable Return on Assets, 
Price To Book Value, Debt to Equity Ratio, and 
Earning Per Share constant.  

4. The regression coefficient Price To Book Value 
(b3) of 0.555  

B3 coefficient is 0.555, indicating a positive 
correlation direction (unidirectional) between 
Price To Book Value at stock price (Closing 
Price). A positive sign indicates the influence 
Price To Book Value direction of the share price 
(Closing Price), ie if the variable Price To Book 
Value increases then the stock price (Closing 
Price) will rise by assuming the variable Return 
on Assets, Return on Equity, Price To Book 
Value, debt to Equity Ratio and Earning Per 
Share constant.  

5. The regression coefficient Debt to Equity Ratio 
(b4) of -0.005  

B4 coefficient is -0.005, indicating a 
negative correlation direction (opposite) of the 
Debt to Equity Ratio at stock price (Closing 
Price). The negative sign indicates the effect of 
Debt to Equity Ratio opposite to the stock price 
(Closing Price), ie if the variable Debt to Equity 
Ratio increased share price (Closing Price) will 
fall by assuming the variable Return on Assets, 
Return on Equity, Price To Book Value, and 
Earning Per Share constant.  

6. The regression coefficient Earning Per 
Share (b5) of 0.002 

B5 coefficient is 0.002, indicating a positive 
correlation direction (unidirectional) between 
Earning Per Share with stock prices (Closing 
Price). A positive sign indicates the influence 
Earning Per Share direction of the share price 
(Closing Price), ie if the variable earning per 
share increased share price (Closing Price) will 
rise by assuming the variable Return on Assets, 
Return on Equity, Price To Book Value and 
Debt to Equity Ratio constant. 

 
Hypothesis testing 
1. Test F (Testing Simultaneous / Concurrent)  
This test is performed to examine the effect of 

the Return on Assets (ROA), Return on Equity 

(ROE), Price To Book Value (PBV), Debt to Equity 
Ratio (DER), Earning Per Share (EPS) 
simultaneously to the stock price. Simultaneous test 
results can be seen in Table 3 below: 

 
 

Table 3: Model Eligibility Test Result (Test F)   

Model 
Sum of d

f 
mean 

F Sig. Square
s 

Squar
e     

Regression 24.721 5 4.944 8.408 0,000 

residual 17.641
3

0 0.588   

Total 42.362
3

5     
Source: Data processed writer 
 
based on F test results in Table 3 is known that 

the significant value of 0.000, it can be seen Return 
on Assets (ROA), Return on Equity (ROE), Price To 
Book Value (PBV), Debt to Equity Ratio (DER), 
Earning Per Share (EPS) simultaneously significant 
effect on stock prices on automotive companies 
listed in Indonesia Stock Exchange (BEI).  
2. Simultaneous Determination coefficient (R2) 

The coefficient of determination or R-square  
shows the percentage of how much influence the 

independent variable on the dependent variable 
simultaneously (Ghozali, 2012: 97). Here is rated R 
- square obtained from the analysis.  

Table 3. Calculation Results The coefficient of 
determination R2 Model Summary  

Model R
R 

Square
Adjusted 
R Std. Error of

   Square the Estimate

1 0.764
.58

4 .514 0.76683  
Source: Data processed writer 

 
Based on Table 3 obtained R2 of 0.584 or 58.4% 

means that the variability of the variable share price 
can be explained by the variability of Return on 
Assets (ROA), Return on Equity (ROE), Price To 
Book Value (PBV), Debt to Equity Ratio (DER ), 
Earning Per Share (EPS) amounted to 76.4%, while 
the remaining 41.6% is explained by other variables 
not included in this regression model.  

While the correlation coefficient (R) is used to 
measure the closeness of the relationship 
simultaneously between independent variables 
consisting Return on Assets (ROA), Return on 
Equity (ROE), Price To Book Value (PBV), Debt to 
Equity Ratio (DER), Earning per Share (EPS) jointly 
to the stock price. Multiple correlation coefficient 
indicated by (R) of 0764, or 76.4%, which means 
that the correlation or relationship between the 
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independent variables consisting of Return on Assets 
(ROA), Return on Equity (ROE), Price To Book 
Value (PBV), Debt to Equity Ratio (DER), Earning 
Per Share (EPS) jointly to the stock price has strong 
relations / strong.  

3. Test t (Testing Partial)  
The t-test is used to determine whether each 

independent variable such as Return on Assets 
(ROA), Return on Equity (ROE), Price To Book 
Value (PBV), Debt to Equity Ratio (DER), Earning 
Per Share (EPS) partially have influence the 
dependent variable is the stock price. Here are the 
results of calculation t test, which are shown in the 
following table: 

 
Table 4: Results of t-test and Level 

Significant 
 

varia
bles t 

Sig
. Information 

ROA .220 0.827 Not significant 

ROE 0.554 .584 Not significant 

PBV 4.071 0,000 Significant 

DER 2,312 0,028 Significant 

EPS 2,553 0,016 Significant   
Source: Data processed writer 

 
Based on Table 4 above can be explained as 

follows:  
a. Test the Effect of Variable Return on Assets 

Against share price  
By using a significance level α = 0.05 was 

obtained t value of 0.220 with sig. Return on 
Assets 0827 variable that is greater than the 
significance level α = 0.05, this means that the 
variable Return on Assets no effect on stock 
prices.  

b. Test the Effect of Variable Return on Equity 
Share Price  

By using a significance level α = 0.05 was 
obtained t value of 0.554 with sig. the 
variablereturn on equity amounted to 0.584 
greater than the significance level α = 0.05, this 
means that the variable return on equity has no 
effect on stock prices.  

c. Test the Effect of Variable Price To Book Value 
Of Shares price  

By using a significance level α = 0.05 was 
obtained t value of 4.071 with sig. variable Price 
To Book Value 0,000 smaller than the 
significance level α = 0.05, this means that the 
variable Price To Book Value effect on stock 
prices.  

d. Test of Variables Influence Against Debt to 
Equity Ratio Shares price  

By using a significance level α = 0.05 was 
obtained t value of -0.312 with sig. Debt to 
Equity Ratio variable of 0.028 which is smaller 
than the significance level α = 0.05, this means 
that the variable Debt to Equity Ratio effect on 
stock prices.  

e. Test of Variables Influence Earning Per Share 
Share Price  

By using a significance level α = 0.05 was 
obtained t value of 2.553 with sig. variable 
Earning Per Share amounted to 0,016 less than 
the significance level α = of 0.05%, this means 
that the variable earning per share effect on 
stock prices. 

f. Partial determination coefficient (r2)  
Coefficient determination is partially used to 

determine which factor most influential of the 
independent variables consisting of Return on 
Assets (ROA), Return on Equity (ROE), Price 
To Book Value (PBV), Debt to Equity Ratio 
(DER), Earning Per Share (EPS) of the 
company's stock price of automotive listed in 
Indonesia stock Exchange (BEI). The level of 
the coefficient of determination of each of these 
variables are as follows:  

Table 5: Partial Correlation Coefficient and 
Determination  

variab
les 

The 
correlation Partial determination 

(r2) 
coefficient (r)   

ROA 0,040 0,002 

ROE .101 0,010 

PBV 0,597 .356 

DER .389 0.151 

EPS 0.423 0.179  
Source: Data processed writer 

 
Based on Table 5 obtained partial determination 

coefficient with the following explanation: 
1) The coefficient of determination partial, Return 

on Assets (ROA) of 0,002, this means that 
approximately 0.2% which shows the 
contribution of variable Return on Assets (ROA) 
to the stock price on Automotive companies 
listed in Indonesia Stock Exchange (BEI).  

2) Partial determination coefficient variable Return 
On Equity (ROE) amounted to 0,010 this means 
that approximately 1% which indicates the 
contribution of variable Return on Equity (ROE) 
to share price Automotive companies listed in 
Indonesia Stock Exchange (BEI). 
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3) The coefficient of determination partially Price 

To Book Value (PBV) of 0.356 this means that 
around 356 shows the magnitude of the 
contribution of Price to Book Value (PBV) to 
share price Automotive companies listed in 
Indonesia Stock Exchange (BEI).  

4) The coefficient of determination partially Debt to 
Equity Ratio (DER) of 0.151 this means that 
about 15.1% which shows the magnitude of the 
contribution of Debt to Equity Ratio (DER) to 
the stock price on Automotive companies listed 
in Indonesia Stock Exchange (BEI).  

5) The coefficient of determination partially 
Earning Per Share (EPS) of 0.179 this means that 
approximately 17.9% which shows the 
contribution of variable Earning per Share (EPS) 
to share price Automotive company listed on the 
Indonesia Stock Exchange (BEI).  
From  the  test  results  of  determination  

partially (r2) above it can be concluded that the 
variables that have a dominant influence on stock 
prices in companies Automotive contained in the 
Indonesia Stock Exchange (IDX) is Price to Book 
Value (PBV) because it has a coefficient of 
determination of partial greatest that is equal to 
0.356 or 35.6% compared with the others. 
 

 

5 RESULTS 
 
Effect of Return on Total Assets (ROA), Return 

on Equity (ROE), Price to Book Value (PBV), Debt 
to Equity Ratio (DER), and Earning per Share 
(EPS) simultaneously on stock price.  

Based on the results of research conducted, 
showed that the Return on Assets (ROA), Return on 
Equity (ROE), Price to Book Value (PBV), Debt to 
Equity Ratio (DER), Earning Per Share (EPS) 
influence simultaneously to the stock price , 
Variable Return on Assets (ROA), Return on Equity 
(ROE), Price to Book Value (PBV), Debt to Equity 
Ratio (DER), Earning Per Share (EPS) obtained R2 
of 0.838, or 83.8%, meaning that the variability of 
the variable stock prices can be explained by the 
variability of Return on Assets (ROA), Return on 
Equity (ROE), price to Book Value (PBV), Debt to 
Equity Ratio (DER), Earning Per Share (EPS) 
amounted to 83.8%, while the remaining 16.2% is 
explained by other variables not included in this 
regression model.  

One of the factors that affect stock prices is the 
condition of the company in which these conditions 
could be interpreted as the financial performance of 
the company. The financial performance of the 

company is something that is very important, 
because the financial performance of a company can 
influence and be used as a tool to determine whether 
the company is experiencing growth or decline. The 
share price is the selling price prevailing in the 
market of securities determined by market forces 
within the meaning depends on the strength of 
demand (supply) and offer (sell request). According 
Jogiyanto (2012: 200) the stock price can be 
determined based on the book value (book value), 
the market value (market value), and intrinsic value 
(intrinsic value). Book value is the value of the 
issuer's shares according to the company's books. 
The market value is the value of shares on the stock 
market and intrinsic value is the actual value of the 
shares. Basically, the value of a stock is determined 
by a company's fundamentals. 

 
Return on Assets Influence on Stock Prices  

Influence Return on Assets are tested on stock 
prices shows that the t value of 0.220 to 0.827, 
which means significantly at significantly> 0.05. 
This indicates that the variable Return on Assets not 
affect the company's share price on Automotive. 
This may imply that the Return on Assets can not be 
used as a basis for determining the rise and fall of 
stock prices. The results of this study are not 
consistent with research Hasthoro and Jepriyanto 
(2011) and Mary and Safitri (2013) which states that 
the Return on Assets significant effect on stock 
prices. Return on assets connecting net income by 
total assets measure the level of profitability of the 
company over the use of assets. ROA also illustrates 
the extent to which the ability of assets owned by 
the company can generate profit (Weston, 2010: 

 
Return on Equity Influence on Stock Prices  

Effect of Return on Equity tested on stock prices 
shows that the t value of 0.554 to 0.584, which 
means significantly at significantly> 0.05. This 
indicates that the variable return on equity has no 
effect on the company's stock price Automotive. 
This may imply that the return on equity can not be 
used as a basis for determining the rise and fall of 
stock prices. The results are consistent with research  

Sari and Suhermin (2016), Indira and 
Dwiastutiningsih (2014), Jackie and Safitri (2013) 
which states that the Return on Equity partially no 
significant effect on stock prices. But not in line 
with the results of research and Jepriyanto Hasthoro 
(2011) which states that the return on equity is 
partially significant effect on stock prices.  

Return on Equity(ROE) could serve as the basis 
for making investment decisions stock. Return on 
Equity (ROE)describe the rotation or the level of 
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efficiency in the use of capital (equity). This shows 
how much capital (equity) is able to generate a 
profit, so it can be used as a stock investment 
decisions. According to (Weston, 2010: 199), return 
on equity shows the profits derived from (or be 
right) own capital, and are often used by investors in 
the purchase of shares of a company (as capital 
itself becomes part owner). 

 
Price to Book Value Influence on Stock Prices  

Influence Price To Book Value tested on stock 
prices shows that the t value of 4.071 with 
significant significant significant 0.000 <0.05. This 
indicates that the variable Price to Book Value 
influence the stock price on the company's 
Automotive. It is understood that Price To Book 
Value can be used as a basis for determining the rise 
and fall of stock prices. Price to Book Value can 
show how much the company is able to create value 
for the company. Companies that went well 
generally have PBV above 1, indicating a higher 
market value than its book value. Hasill is in line 
with research that has been done by Yanti and Safitri 
(2013), that the Price to Book Value effect on stock 
prices. But not according to Sari and Suhermin 
research (2016),  

Price to book value is the ratio between the 
market price and the book value of shares. For 
company-the company that runs well, generally this 
ratio reached above one, which shows the stock 
market value is greater than its book value. PBV is 
another indicator used to assess the performance of 
the company. The greater the ratio the higher PBV 
companies rated by investors relative to the funds 
that have been invested in the company (Weston, 
2010: 199). 

 
Debt to Equity Ratio Influence on Stock Prices 

Effect of Debt to Equity Ratio tested on stock 
prices shows that the t value of -2.312 with a 
significant amounting to 0,028, which means a 
significant <0.05. This indicates that the variable 
Debt to Equity Ratio influence the stock price on 
the company's Automotive. This may imply that the 
Debt to Equity Ratio can be used as a basis for 
determining the rise and fall of stock prices. This is 
in line with research that has been done by Hasthoro 
and Jepriyanto (2011), that the Debt to Equity Ratio 
partially significant effect on stock prices.  

Debt to equity ratiois the ratio between total debt 
(long-term debt and current debt) to equity (capital 
of ordinary shares and preference shares). A high 
ratio indicates that the company uses a large debt to 
finance its assets, whereas a low ratio indicates that 
more companies use their own capital to finance its 

assets. Debt to equity ratio also reflects the 
company's financial structure, which also shows the 
financial risk. The higher the percentage, it means 
that the higher the financial risk faced by the 
company (Weston, 2010: 199). 

 
Per Share Earing Influence on Stock Prices  

Earing influence Per Share were tested on stock 
prices shows that the t value of 2,553 to 0,016, 
which means significantly by significant <0.05. This 
indicates that the variable earing Per Share influence 
the stock price on the company's Automotive. This 
may imply that the earing Per Share can be used as a 
basis for determining the rise and fall of stock 
prices. Increased Earning Per Share will boost the 
share price. Earning Per Share is a ratio that 
measures how much net profit generated 
Automotive company for each share outstanding. 
Hasill is in line with research that has been done by 
Sari and Suhermin (2016) and Mary and Safitri 
(2013), that earing Per Share effect on stock prices.  

Earning per shareis a measure of a company's 
ability to generate profit per share for the owner. 
The greater the company's ability to generate profit 
per share for the owner, it will affect the company's 
stock price and vice versa. Information about a 
company's EPS indicates the amount of net income 
that the company is ready to share to all 
shareholders of the company (Weston, 2010: 199). 

 
 

6 CONCLUSIONS 
Based on the results of the analysis indicate that 

the Return on Assets (ROA), Return on Equity 
(ROE), Price To Book Value (PBV), Debt to Equity 
Ratio (DER), Earning Per Share (EPS) 
simultaneously affect the stock price on the 
automotive company listed on the Indonesia Stock 
Exchange.  

Based on the results of the analysis showed that 
partially Price to Book Value(PBV), Debt to Equity 
Ratio (DER), and Earning Per Share (EPS) Return 
on Assets (ROA) effect on the stock price on the 
automotive company listed on the Indonesia Stock 
Exchange. Price to Book Value (PBV), and Earning 
Per Share (EPS) positive impact on stock prices and 
Debt to Equity Ratio (DER) negative impact on 
stock prices. While Return on Assets (ROA) and 
Return on Equity (ROE) has no effect on stock 
prices. 
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Abstract: The purpose of this study was to determine the effect of the audit committee on the internet financial 

reporting (IFR). Audit committees are measured by the number of members, educational background, 

professional background, and number of audit committee meetings. The measurement of financial report 

quality uses the full disclosure of companies reporting. This study uses data of financial institutions listed on 

the IDX in 2017. The total population of companies that meet the criteria is 95 companies with the number 

of observations is 110 companies. Data were analyzed using multiple regression analysis. The results 

showed that the number of members, educational background, and the number of audit committee meetings 

did not affect the IFR. It only frequencies of audit committee meeting affect the IFR. The selection of the 

audit committee is based on the professional background of the audit committee which has an impact on the 

selection of public accountant firm (KAP). 

1 INTRODUCTION 

Finacial and Non-financial reporting are needed by 
stakeholders as information that management is not 
only concerned with profit (Alhazaimeh, 
Palaniappan, & Almsafir, 2014). The development 
of the internet in such a way is an alternative for 
management to make paperless and internet-based 
reporting (IFR). In the era of industrial revolution 
4.0, information became a very valuable item, a 
company must address this with complete, 
comprehensive and easily accessible financial and 
non-financial reporting using internet. 

The importance of IFR is not directly 
proportional to the high number of studies in this 
field. Some research on IFR discusses the influence 
of corporate governance mechanisms on IFR level 
(Puspitaningrum & Atmini, 2012), the important of 
both physical and financial infrastructure in the IFR 
implementation (Ojah & Mokoaleli-mokoteli, 2012), 
and the perception of prepares and users of IFR 
(Noor & Ali, 2015). One of the factors that influence 
IFR is the audit committee as a proxy for good 
corporate governance (GCG). The audit committee 
is an independent party that bridges stakeholders' 
interests in managing the company's management. 

The supervision process carried out by the audit 
committee will improve the company's GCG. 
According to Coase (1937) the company is a nexus 
of contract from various parties. 

GCG will produce quality financial reporting 
(Laurentiu, Lazar, & Maria, 2014; Puspitaningrum 
& Atmini, 2012). Therefore, the audit committee is 
an important factor in implementing GCG 
(Chrisdianto, 2013; and Agustia, 2013; 
Puspitaningrum & Atmini, 2012). The function of 
the audit committee is to analyze accounting 
policies, assess internal controls, assess external 
reporting systems, and examine company 
compliance with applicable regulations 
(Mutmainnah & Wardhani, 2013). This task is 
reinforced by the issuance of regulations on 
guidelines and implementation of the audit 
committee by the Indonesian Indonesian Financial 
Services Authority (IFSA). The importance of the 
audit committee function underlies a full disclosure 
regarding expertise, number of members, and the 
number of audit committee meetings to support the 
company's financial statements. 

The different between this research with 
Puspitaningrum & Atmini (2012) is the 
completeness measurement of audit committee 
(educational background, professional literacy, and 
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numbers of audit committee. Previous research only 
used the number of meetings and finance experience 
as a proxy of audit committee.This research is 
important to do because of the increasing need for 
IFR in the era of industrial revolution 4.0 and the 
limiltless research in IFR. 

The next section of this article is presented in the 
following order, literature review, research 
methodology, discussion, and conclusion. Literature 
review is basic review for developing hyposthesis. 
The methodology was written to choose the right 
analysis tool to answer the research objectives. 
Discussion is the part that describes the results of 
statistical tests and the discussion. The article was 
closed by drawing conclusions and implications of 
the research. 

2 THEORICAL FRAMEWORK 

Financial statements are prepared based on the 
accounting policies chosen by management. The 
background of the audit committee's knowledge of 
accounting will increase the understanding on the 
selection of accounting policies of the audit 
committee (Mutmainnah & Wardhani, 2013). In 
addition, the accounting education background is 
used to analyze financial statements prepared by 
management for presenting quality financial 
statements. Nuresa & Hadiprajitno (2013) states that 
the supervision process carried out by companies 
will increase if the audit committee has sufficient 
understanding of financial reporting. 

The professional background needed by audit 
committee members is not just a background in 
accounting and finance (Puspitaningrum & Atmini, 
2012; Wang, 2015). Background in the field of 
supervision and other business fields is also needed 
so the oversight mechanism carried out by the audit 
committee is more comprehensive. The results of 
research conducted by Wang (2015) show that the 
professional background of audit committee 
members influences the quality of financial 
statements. This findings differ with Puspitaningrum 
& Atmini (2012). The other research stated there is 
no relationship between the professional backgruond 
of audit committees and IFR. Therefore, this study 
measured the variable of professional background of 
the audit committee in other business decision 
making support. 

The number of audit committee members is 
depend on the size and complexity of the company. 
In Indonesia the number of audit committees is 
regulated in IFSA Regulation No.55/POJK.04/2015. 
It regulated the minimum members of audit comittee 
from independent commissioners and outside parties 

of public companies. The number of audit 
committee members influences the quality of 
financial statements (Mutmainnah and Wardani, 
2013). The influence of the number of audit 
committee members on the quality of financial 
reports has implications for the need for other 
companies disclosures. In contrast to Mutmainnah 
and Wardhani (2013), Nuresa dan Hadiprajitno 
(2013) states that the number of audit committees 
does not affect the quality of financial reporting. The 
more the number of audit committees, the harder the 
agreement can be made. 

The oversight process carried out by the audit 
committee is discussed regularly at audit committee 
meetings. There is no minimum meetings number 
that must be held by the audit committee, but the 
number of meetings will affect predictability, 
persistency, and conservatism of financial 
statements (Mutmainnah and Wardhani; 2013). The 
intensity of the meetings number will provide early 
detection of possible fraud committed by 
management (Nuresa & Hadiprajitno, 2013). In line 
with the two researchers above, Puspitaningrum & 
Atmini (2012) stated that the frequency of meetings 
held by the audit committee would increase the 
intensity of supervision and control by the audit 
committee. Further supervision will affect the full 
disclosure of IFR. 

Large companies have better complexity and 
management information systems than smaller 
companies. Total Asset is wealth owned by the 
company so that it can be used as a measure of the 
company. The more assets company has, the more 
funds it has to use IFR (Ojah & Mokoaleli-mokoteli, 
2012; Puspitaningrum & Atmini, 2012). 

3 RESEARCH METHOD 

This research was conducted at financial industry 

listed on the Indonesian stock exchange (IDX). 

Financial industry need high transparency both 

financial and non-financial reporting. In addition, 

Garc (2018) also states that there are differences in 

earnings quality and accounting conservatism 

between management in the banking sector. This 

difference will affect the full disclosure made by the 

company. 

Purposive sampling method used in this research. 

The criteria of financial industry selected are; 1) the 

companies are banks, securities, insurance, and other 

investment companies; 2) End of December 31 fiscal 

year, 3) completeness of IFR data including aspects 

of audit committee profiles, and 4) IFR Period 2017. 

Number of listed financial industries is 110 
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companies, we eliminate 8 data due to incomplete 

data financial statements, and 7 data due to 

incomplete audit committee data, so the data we 

took was 95 companies. 

Variable 

The dependent variable of this study is the 

internet finacial reporting proxied by the internet 

disclosure index (IDI). This index consists of 50 

items to measure the content (40 items) and the 

presentation (10 items) of companies’ website. In 

more detail, 40 items of website content consist of 

accounting and financial information (15 items), 

corporate governance information (9 items), 

corporate social responsibility (CSR) and Human 

Resources Information (8 items), contact detail to 

Investor Relation (IR) and related information (8 

items), while 10 items of website presentation 

consist of material processable formats (3 items) and 

technological advantages and user support (7 items). 

Maximum IDI score is 50. 

The independent variable used in this study is the 

accounting education background (EDU) as 

measured by the sum of the accounting committee 

members' accounting background, the score given is 

0 for educational backgrounds for non accounting 

fields and 1 for accounting education background, 

then overall number added up. The professional 

experience of the audit committee (PROFLIT) is 

measured by the sum of the overall experience of the 

audit committee members. The number of audit 

committee members is measured by the number of 

audit committee members. The number of meetings 

is measured by the number of meetings held for one 

year by the audit committee. This study also uses 

total assets measured by natural logahritme of total 

assets (SIZE) as control variabel. 

 

Method of Data Analysis 

This research used multiple regression analysis. The 

research model is formulated in the research 

equation below: 

 
IDI= EDU + PROFLIT + NUMBAC + MEET + SIZE 

 

IDI is the level of IFR, EDU is educatioan 

background, PROFLIT is Proffesional Literacy, 

NUMBAC is number of audit committee, MEET is 

audit committee meeting frequencies, SIZE is 

companies total asset. The classic assumptions in 

this study include normality tested using 

Kolmogorov-Smirnov Test, multicollinearity tested 

using Tolerance Value and Variance Inflation 

Factor, and heteroskedasticity tested using Glejser 

Test. Autocorrelation test is not needed in this 

research as the data used are cross sectional data. 

4 ANALYSIS 

The result of descriptive statistics tests of IFR is 

illustrated in Table 1. 

 

Table 1. Test of IFR 

 

 

 

 

The level of voluntary disclosure disclosed by 

financial industry in the form of IFR is high, 

approximately 38,5%. It indicated that financial 

industry has a complete information website about 

the accounting and financial information, corporate 

governance information, corporate social 

responsibility and Human Resources Information, 

and related information. Some companies 

undisclosed the contact detail to investor relation 

information, material processable formats and 

technological advantages and user support. Table 2 

shows the result of descriptive statistics test of 

independent and control variables. 

 

Table 2: Test of Dependent Variable 

Variable 
N Min. Max. Mean Std.Dev 

EDU 95 .00 4.00 1.3684 1.07241 

PROFLIT 95 2.00 19.00 8.3158 3.13275 

NUMBAC 95 3.00 6.00 3.3579 .77068 

MEET 95 .00 34.00 8.7789 6.40508 

SIZE 95 18.56 34.66 29.6773 2.47985 

 

Approximately 1/3 of total audit committee 

members have finance and/or accounting 

educational background. Moreover, most of audit 

committee members have professional literacy not 

only in accounting and/or financial background but 

also other business decission making support. 

Although the rule requires only one of audit 

committee members has finance and/or accounting 

educational background. Based on FSA regulation 

the minimum numbers of audit committe is 3 and the 

financial industry submissive the rule. There is a 

large variation in the audit committee meeting 

frequencies, from once a year up to 34 times a year. 

In general, audit committee conducted 8 meetings in 

the year 2017.  

 

Results of classic assumption test 

The result of Kolmogorov-Smirnov Test is 0.619 

with significance level of more than 5%, it can be 

 
N Min. Max. Mean SD 

IFI 
95 32 46 39 2.8 
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summarized that the data come from normally 

distributed population. The results of 

multicollinearity test utilising Tolerance Value and 

Variance Inflation Factor is EDU (0,982 and 1,018), 

PROFLIT(0,975 and 1,025), NUMBAC (0,947 and 

1,056), and MEET (0,868 and 1,151). Test results 

demonstrating that there is no indication of 

multicollinearity. Further, the values of Glejser 

statistics have significance level of more than 5%, 

indicating that there is no heteroskedasticity 

problem. 

 

Results of hypothesis tests 

The results of hypothesis tests are exhibited below: 

 
Table 3: Hipotesis tests 

Variabel Coefficient 
regression 

Sig. 

Konstanta 22.995  

EDU .122 .602 

PROFLIT .112 .165 

NUMBAC .571 .086 

MEET .090 .032 

SIZE .397 .000 

Adjusted R 
Square 

.257  

 

Based on Table 3, it can be seen that only audit 

committee meeting frequencies variable that is 

statistically significant at the level of 5%. It also can 

be concluded that audit committee meeting 

frequencies affect the level of IFR positively based 

on the possitive coefficient of this variable. 

Therefore, the proposed hypothesis proxied by size 

is supported. This study succeeds in finding 

evidence that audit committee meeting frequencies 

affect the level of IFR positively. However, this 

study could not find any evidence that audit 

committe educational background, professional 

literacy, and number of audit committee influence 

the level of IFR. 

5 RESULTS 

The result could not find evidence that audit 

committe affect the IFR. This result consistent with 

Pusitaningrum & Atmini (2012) but inconsistent 

with Mutmainnah and Wardhana (2013). IFR not 

only presented the financial information. So, the 

audit committe basic knowledge affect the financial 

reporting quality but not to other disclosure. This 

study could not find any evidence that proffesional 

literacy affect the IFR. This result consistent with 

Puspitaningrum & Atmini (2012) but inconsistent 

with Wang (2015). Wang (2015) stated that 

professional background increased the quality of 

financial reporting. Financial reporting just a part of 

IFR. IFR is more complex and comprehensive than 

the financial reporting. The professional literacy 

affect the financial reporting quality (Wang, 2015), 

but not the other disclosure needed in IFR. This 

study also could not find any evidence that number 

of audit committee affect the IFR. The number of 

audit committee regulated by FSA. The company 

submissive the rule using the minimum number 

address by the rule. This evidence consistent with 

Nuresa & Hadiprajitno (2013) but inconsistenr with 

Mutmainnah and Wardhani. The more the number of 

audit committees, the harder the agreement can be 

made. This study succeed find the evidence about 

effect of the frequencies of audit committee meeting 

to the IFR. This result consistent with the prior study 

(Mutmainnah & Wardhani, 2013; Nuresa & 

Hadiprajitno, 2013; Puspitaningrum & Atmini, 

2012). The frequency of meetings held by the audit 

committee would increase the intensity of 

supervision and control by the audit committee, it 

affect the full disclosure of IFR (Puspitaningrum & 

Atmini, 2012). The intensity of the meetings number 

will provide early detection of possible fraud 

committed by management (Nuresa & Hadiprajitno, 

2013), so it will increase the full dislosure of IFR. 

The size possitevely affect the IFR. It consistent 

with Puspitanigrum & Atmini (2012) and Ojah et. al 

(2013). In general this study only found the 

eviendence of meeting frequencies to the IFR. This 

can be caused by the selection procedures. In 

Indonesia (Puspitaningrum, 2013). Furthermore it 

seems that board of commissioners are established 

just as a formality, to obey the rules. The members 

do not have sufficient competencies in accounting or 

other decision making support. Beside that it is a 

common phenomenon in Indonesia that government 

officers or ex-government officers are selected as 

board of commissioner members as they can help 

the companies to get an access to the governmental 

institutions more easily (Puspitangrum & Atmini, 

2012). 

6 CONCLUSIONS 

The results of this study successfully found the 

effect of the meetings frequencies on IFR, while the 

other variable did not. However, the adjusted R 
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square result for this study is only 25.7% so there are 

still many variables outside this study that influence 

IFR. The next research can examine the effect of 

other variables such as the managerial and 

blockhoder ownership on the IFR. Beside that, 

longer period of testing can be used to to see the 

development of IFR in financial industry. 
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Abstract: This study aims to design feasibility study software based on fourth ratio; liquidity, activity, leverage, and 
profitability (FEASTEDU). The learning process are making small and medium enterprises financial 
statements, making manual financial statement analysis, confirmed the accuracy of manual calculations with 
software results, and making conclusions about business feasibility. Learning model is implemented in the 
FSA courses in the Accounting Department of Universitas Negeri Malang. The software development phase 
used the development model of the Instructional Development Institute (IDI) by Borg and Gall. IDI 
implementation is analyzing user needs, designing, validating and implementing, and evaluating software. 
The problem faced in software implementation are the students schedule of data collection, tax calculation 
errors, and the software accessability.  

1 INTRODUCTION 

The number of internet users in Indonesia is 54.68% 
of the total population in Indonesia (APJII, 2017). 
Higher education must accommodate this data by 
making the internet as one of the learning media. 
Time and space constraints can be solved using 
internet-based learning. Internet-based learning can 
improve the quality of education (Atabekova, 
Belousov, & Shoustikova, 2015; Aziah, Sahari, & 
Muda, 2013; Chatwattana & Nilsook, 2017; 
Deejring, 2014; Elida, Nugroho, & Suyudi, 2012; 
Qing & Li, 2011; Ya, Alsancak, & Özüdo, 2015). 

The example of internet-based learning is 
website-based learning (WBL). WBL is more 
interesting, interactive, and easy to apply because it 
does not require a complicated programming 
language (Chatwattana & Nilsook, 2017; Qing & Li, 
2011). Another benefit obtained from using the 
website is time efficiency (Atabekova et al., 2015; 
Deejring, 2014), easier learning process (Aziah et 
al., 2013; Chatwattana & Nilsook, 2017; Ya et al., 
2015) and increasing student understanding 
(Atabekova et al., 2015; Elida et al., 2012; Qing & 
Li, 2011). The implementation of WBL is an online 
discussion forum, submission of material and online 
assignments (Chatwattana & Nilsook, 2017; Elida et 

al., 2012). WBL can be combined with other 
learning methods such as PBL (Chatwattana & 
Nilsook, 2017). 

This research develops website-based software 
(FEASTEDU). The development of FEASTEDU 
was carried out to bring students closer to the 
practice of preparing financial reports in accordance 
with applicable accounting standards to support the 
development of a life-based curriculum. Staron 
(2011) explained that life-based learning is the 
whole learning that utilizes all the learning resources 
around the student. 

The components developed in FEASTEDU are: 
1) Summary financial ratios concept, 2) financial 
statements, 3) calculation of each ratio, and 4) 
assessment of business feasibility. Calculation of 
financial ratios is presented in the subject of 
Financial Management and Auditing course, and 
deeply analyzed in the Financial Statement Analysis 
(FSA) course. 

Munawir (2010) states that financial statement 
analysis is the study of the relationship of financial 
statements account. Murhadi (2013) dividing 
financial ratios in five major groups; liquidity ratio, 
asset management ratio, debt management ratio, 
profitability ratio, and market value ratio. Different 
from Murhadi (2013), Hanafi dan Halim (2009) use 
the term activity ratio to categorize asset 
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management ratios, and solvency ratios for debt 
management. Subramanyam dan Wild (2010) 
presents financial ratios in three important areas, 
credit analysis, profitability analysis, and valuation. 

Each ratio has a different function. Liquidity 
Ratio to measure the company's ability to pay short-
term liabilities. Activity Ratio to measure the 
effectiveness of the use of entity resources. Leverage 
Ratio to measure the amount of the entity's debt 
financing, and Profitability Ratio to to assess a 
company's ability to generate profits from invested 
capital. The market value ratio is applied to public 
company. This ratio is not suitable to be applied to 
Non-Publicly-Accountable Entities (NPAE). NPAE 
is a non-listed companies and non-financial 
institutions (The Indonesian Accounting Standards 
for NPAE, 2016). The entity that meets this 
definition is a Small and medium enterprises 
(SMEs). 

2 RESEARCH METHOD 

This study was implemented in the class of 2016 
who are currently taking Financial Statement 
Analysis course in the accounting department of 
Universitas Negeri Malang (UM). The selection of 
students as the subject of research is based on 
Novianto (2013) which states that students are the 
most internet users. other than that, Firmansyah dan 
Noorlaily (2006) states that 93.6% of students use 
the internet in the learning process. 
 FEASTEDU uses a Research and Development 
design (Borg, W.R. & Gall, 1983) using 
Instructional Development Institute (IDI). The IDI 
development model uses an approach that includes 3 
stages, define, develop and evaluate (UCIDT, 1973). 
This method is designed to develop a new product or 
perfect existing products with measurable phases 
(Borg, W.R. & Gall, 1983). Below is a description 
of FEASTEDU's development model:  

 

Figure 1:. Flowmap Application. 

 

3 ANALYSIS 

Explanation of the steps above are as follows: 
a. Define Phase 
Requirements documentation includes: a) 
curriculum analysis, b) analysis of student needs, c) 
identification of learning methodes, and d) 
identification of student’s characteristics. The 
curriculum analysis phase are 1) Students are able to 
master the concepts, principles, and calculations of 
financial statement analysis, 2) Students are able to 
creatively analyze analytical tools in decision 
making, 3) Students are able to analyze adjustments 
and projections on financial statements so that 
students are able to minimize financial statement 
bias by utilizing technology , 4) Students are able to 
develop a set of analytical tools to understand 
financial statements in decision making. 

Analysis of students need based on the 
questionnaire. The results of the questionnaire state 
that 70% of students expect learning that is close to 
the accounting practice, and the rest expect 
conventional learning because of simplicity and 
clearer tasks. Identification of learning method is 
observation and in-depth interviews with lecturers in 
the course of FSA. The results of the identification 
indicate that both lecturers and students are confused 
about the function of FSA to support student 
accounting skills. Based on the results of the 
identification of student characteristics, the class 
chosen is the class with the number of actively 
students participating in the learning process more 
dominant than passive students. 

 
b. Develop Phase 
The develope stage includes three main activities, 
consultation with practitioners and FSA lecturers, 
making manual calculation content, and software 
development by the iaccountax team. The first step 
in software development was consulting with SMEs 
relationship managers (RM) of Bank Muamalat 
Indonesia (BMI). The results of the consultations 
became a reference for the retail sector selection, 
determining the feasibillity criteria using financial 
ratio analysis, and determining business feasibility 
of the entity. Discussion with the FSA lecturer were 
conducted to determine the accuracy of the software 
conclusion about feasibility concept. Discussions 
were also conducted to select sub ratio analysis. 

Account codes, are a means of categorizing 
accounts in financial statements. 3 digit account 
codes are used to simplify accounting calculations. 
The accounts created are the minimum accounts in 
the Indonesian Accounting Standard for NPAE. 
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Reserve accounts in terms of assets, liabilities, 
income and expenses are made to accommodate 
other accounts that may be owned by SMEs. In 
addition, to introduce students with the NPAE 
accounting standard, some accounts are not 
presented in their real names, but are replaced by the 
name of the chapter that discusses the account in the 
financial statements. 

The statement of finacial position quality affects 
the accuracy of the calculation of ratio analysis. The 
results of manual calculations are consulted with 
RM SMEs BMI to get input about the calculation 
accuracy. The income statement function is to 
describe the business operations of the entity. This 
report is important to assess the profitability of an 
entity. General requirements in the manual content 
for the income statement are minus signs for interest 
and other expenses. In addition, the link account is 
also applied at 0.5% of maximum IDR 
4,800,000,000 of gross sales. The general criteria in 
landing are character, capacity, capital, collateral, 
dan condition of economy (Kasmir, 2009). Capital 
seen from the financial reporting. 

Financial ratios content in this software are 
financial ratios, calculation formulas, sheet 
formulas, value amounts, and criteria for 
determining business feasibility for each ratio. 
Business feasibility criteria for the overall ratio is to 
meet 6/8 of the total ratio. The other 3 ratios, return 
on assets, time interest earned, and asset turnover are 
not used in the final decision. The last manual 
content is 88 types of multiple choice question. The 
function of this content is as a learning tool for 
students. The questions are designed in such a way 
as to strengthen students' understanding regarding 
the topic of financial statement analysis. Students 
can see the results of the ratio calculation if they can 
answer 3 questions from the 5 questions provided 
for each ratio. The last step is software designing by 
Iaccounttax. The developer input is the use of 
multiple choice question, not comprehensive case 
study due to time constraint. 

 
c. Evaluation Phase 
FEASTEDU uses sub domain of UM website, with a 
page http://studikelayakan.fe.um.ac.id. The 
constraints of software development is supporting 
website sytem and content error. The supporting 
website system problem is restricted mode of UM 
website. The content constraints are based on the 
opinions of media experts and curriculum 
development team of Lembaga Pengembangan 
Pendidikan dan Pembelajaran (LP3) UM. Input from 
media experts is software color selection and the 

prominence of certain buttons that students must 
choose in the operationalization process. Differences 
buttons can direct students to the stages that must be 
done. Input from LP3 is addition of software 
operationalization manual modules, addition of the 
main menu before the login page, and software 
narration in home page. 

4 RESULT 

The learning process starts from the second week of 
September. The learning model used is combination 
of project based learning (PBL) and WBL. PBL is 
done by giving assignments to students in groups to 
collect data on financial reports of SMEs in the retail 
sector. Learning is done in five meetings. The first 
meeting, on September 14, 2018, contained an 
explanation of the learning model and activities to 
be carried out. The activities carried out by students 
are data collection, financial reports compilation, 
manual calculation of ratios, software 
operationalization, presentation of business 
feasibility assessments to SMEs owners, and 
presentation of the overall activities 

The second meeting, September 21, 2018 is an 
activity of data collection and preparation of SMEs 
financial reports. The data collection stage brings 
students closer to the accounting practice. At this 
stage students learn to obtain limited financial report 
data to produce a high quality financial reports in 
accordance with the NPAE accounting standards. 
The third meeting, September 28, 2018 is the 
presentation of the results of the financial statement 
analysis manual calculation. At this stage the 
students confirm to the lecturer about the accuracy 
of the manual calculation. The problem found at this 
stage the tax calculation error. Some groups apply 
taxes 5% of net income.  

The fourth meeting, October 5, 2018 is the 
operationalization of FEASTEDU and a presentation 
on the assessment of business feasibility for SMEs. 
Software operational activities are carried out 
independently by students. The confirmation of 
FEASTEDU's feasibility assessment is the basis for 
students to confirm the accuracy of their 
assessments. The fifth meeting, October 19, 2018 is 
the class presentation of the overall results of 
learning activities. At this stage students explain 
learning experiences and constraints faced in each 
learning process. 

The constraints faced in the data collection stage 
is student synchronizing schedule of data collection. 
The solution of this problem is data collection on 
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weekends. The constraints faced at the manual 
calculation stage are tax calculation errors. Tax is a 
determinant of a entities's net profit, so that errors 
affected the accuracy of the profitability rastios 
calculation. The obstacle faced in the FEASTEDU 
operationalitation is software readiness. The 
restricted mode in UM website affected the software 
operationalization scheduled. The constraints and 
solution at the data collection phase are also carried 
out in presentation of business feasibility 
assessments to SMEs owners phase. 

5 CONCLUSIONS 

The FEASTEDU design is done in three stages: 
define, develop, and evaluate. Define stage is a 
requirements documentation which includes four 
main activities a) curriculum analysis, b) analysis of 
student needs, c) identification of learning methodes, 
and d) identification of student’s characteristics. The 
develope stage includes three main activities, 
consultation with practitioners and FSA lecturers, 
making manual calculation content, and software 
development by the iaccountax team. The evaluation 
stage is done by capturing input from media experts 
and material experts about the suitability of 
FEASTEDU to achieve Learning Outcomes Courses 
in the FSA course. The limitation in this study is the 
website accessability. The next development can be 
done on an android sytem so that it is more 
accessible to students. 
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Abstract: This research aims to obtain the empirically evidence regarding the influence of the Compliances of 
financial statement and fiscal stress on human development index with local government financial 
performance as a intervening variable. The population in this research is Districts / cities in Central Java 
Province 2013-2015. The method used is a saturated sample (census) that is the use of the entire population 
with the number 35 districts / cities. The analytical techniques use analysis of Structural Equation Models 
(SEM) with AMOS 21. The results of this study indicate that Completeness of financial statements affects 
the government's financial performance is positively significant. Financial performance of the regions 
affects the human development index positively significant. Fiscal stress does not have significant influence 
to the financial performance of the region. The results of the study also proved that the Compliances of 
financial statement has significant influence to human development index of the local financial 
performance. The research result, it can be concluded that human development index influenced by the 
Compliances of financial statement and financial performance. 

1 INTRODUCTION 

The human development index is an indicator to 
measure the quality of human resources to achieve 
welfare levels in development planning. Human 
development planning carried out by an area 
certainly needs support, especially from the 
government. This support can be realized through 
budget allocations in sectors that support human 
development. HDI can be used as an instrument in 
allocating development budgets in fields related to 
public facilities such as education, health and the 
economy. 

Human development is expected to be a priority 
in development planning, because the nature of 
development is human development. Human 
development is measured by the Human 
Development Index (HDI). The indicator of HDI 
improvement are formed by three basic dimensions, 
namely long life and healthy life (a long healthy 
life), knowledge, and a decent standard of living 
(BPS, 2014). 

 

Table 1: Comparison of Indonesian HDI and Central 
Java Province 

human 
development 

index 
Indonesia 

Central 
Java 

Inter-
year 

interval 
2010 66,53  66,08    
2011 67,09  66,64  0,56 
2012 67,70  67,21  0,57 
2013 68,31  68,02  0,81 
2014 68,90  68,78  0,76 
2015 69,55  69,49  0,71 

Rata-rata  68,01  67,70  0,68 
 
During the period 2010-2015 the Central Java 

HDI Province has always increased, but in fact the 
human development status of Central Java Province 
is still stagnant and the intervals of change in HDI 
since 2014 and 2015 have decreased. Table 1: The 
average HDI of Central Java is still below the 
national HDI average. Until now, the development 
of Central Java Province is still in a "moderate" 
status and is still the same since 2010 (BPS, 2016). 

One of the most important element in the 
administration of government and regional 
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development is how to manage regional finances 
well, so that it is in accordance with the 
development aspirations and demands of the 
community. This condition indicates that the 
revenue owned by the government of Central Java 
Province has not been optimally used to increase 
community welfare as measured by the HDI. HDI 
used to assess the success of human development 
performance in a region through the provision of 
good public services. Good regional financial 
management will have a good impact on the 
availability of public services. With good public 
services, it is expected to be able to improve aspects 
of people's lives in this case illustrated by the 
increasing HDI. 

This study aims to examine several factors that 
influence the human development index, among 
others, the completeness of the preparation of 
financial reports based on accrual basis, fiscal stress 
(fiscal pressure), and regional financial performance. 
Research to examine the direct effect of the 
completeness of financial and fiscal stress reports is 
still not widely done, so this study presents 
mediating variables namely regional financial 
performance which refers to the research conducted 
by Amalia and Purbadharmaja (2012); Dewi and 
Sutrisna (2014); Riphat, Setiawan and Damayanty, 
(2016) point out that regional financial performance 
influences the human development index with 
various indicators used. 

 
 
 

2 THEORICAL FRAMEWORK 
AND HYPOTHESIS 
DEVELOPMENT 

The grand theory underlying this research is agency 
theory. Agency theory is used as the main reference 
in this study to explain the conflicts that occur in 
local governments and communities represented by 
DPRD related to regional financial policies (Sandri, 
Putri and Dwirandra, 2016). There is a difference of 
interests between the two parties that are bound by a 
contract. In the contract the government besides 
wanting to satisfy the principal also aims to 
maximize its interests. The community that is trusted 
by the DPRD is the principal and the government is 
the agent. The agent is expected to take financial 
policies that benefit the principal. Principals have 
regulatory authority and provide resources to agents 
in the form of taxes, levies, balancing funds, 
management of regional wealth and other legitimate 
income (Sandri, Putri and Dwirandra, 2016). 

The adoption of fiscal decentralization requires 
that each region has independence in regional 

financial management both from regional revenues 
and expenditures. The role of the central government 
is very necessary in implementing the regional 
finance ministry, the government's effort in 
reforming state financial management in a 
sustainable manner is to establish accrual-based 
government accounting standards established in the 
form of Government Regulation Number 71 of 2010 
concerning Government Accounting Standards 
(SAP) in lieu of Government Regulation (PP) 
Number 24 of 2005 concerning Government 
Accounting Standards (SAP). 

Public sector accounting is very relevant to the 
New Public Management concept because it can 
help public sector managers to achieve 
organizational goals related to internal and external 
accountability. The application of Accrual 
Accounting can be seen by looking at the 
completeness of the district/city government 
financial statements based on PP No. 71 of 2010. 
Accrual-based SAP implementation is one of 
government policies in an effort to improve the 
quality of financial management (Surepno, 2015), 
financial transparency, facilitate identification of 
service costs and increasing the efficiency of 
resource allocation (Widayat and Probohudono, 
Agung, 2016) 

The real contract between the agent and the 
principal in the local government is the Regional 
Budget. Executive (agent) draft the APBD in 
accordance with the general budget policy and 
budget priorities, which are then submitted to the 
legislature (principals) to be studied and discussed 
together before being determined to become a 
regional regulation (PERDA). APBD can be used by 
the principal (legislative) to oversee the 
implementation of the budget by the executive 
(agent). In this case the legislature which is a 
representative of the community can supervise and 
assess the financial performance of the local 
government. Preparation of financial statement 
based on SAP can provide more detailed information 
for public sector decision making by agents directly 
so that it becomes more effective and efficient in 
providing services to the community (Citra, 
Sudarma and Andayani, 2016). 

Based on research (Citra, Sudarma and 
Andayani, 2016) explain accrual accounting has a 
positive impact on financial performance, because 
accrual accounting is believed to be the best practice 
for managing finances in the public sector so as to 
improve government performance. 
H1: Completeness of Financial Reports has a 

significant effect on regional financial 
performance 
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Regional autonomy on the one hand gives broad 
authority to local governments, but on the other hand 
gives greater responsibility for regional government 
in an effort to improve the welfare of the community  
(Huda, Herwanti and Pancawati, 2015). Some 
regions are classified as lucky regions because they 
have potential revenue sources. The decline in 
economic activities in various regions can also cause 
a decrease in PAD so that the regions will depend on 
balancing funds that will cause symptoms of fiscal 
stress (Setyawan et al., 2008). 

Agency theory defines agency relations as a 
contract where one or more (principals) hire other 
people (agents) to do some services for their 
interests by delegating some decision-making 
authority to the agent. Conflicts of interest will arise 
in delegating tasks given to agents (Huda, Herwanti 
and Pancawati, 2015). The community that is trusted 
by the DPRD is the principal and the government is 
the agent. Agents are expected to take financial 
policies that benefit the principal, so that there is no 
information asymmetry in decision making that can 
benefit both parties between the local government 
and the community. Principals have regulator 
authority and provide resources to agents in the form 
of taxes, levies, balancing funds, management of 
regional wealth and other legitimate income (Sandri, 
Putri and Dwirandra, 2016). 

The government is expected to explore the 
potential that exists in its area, so that the regional 
income can be used to finance regional expenditures, 
especially those directly related to public services or 
improving infrastructure that supports the 
acceleration of regional economic growth. Setyawan 
et al., (2008) explains that there is an indication that 
high fiscal stress is increasingly encouraging regions 
to increase their regional spending. Muryawan and 
Sukarsa (2016) states that fiscal stress has a 
significant effect on economic growth both directly 
and through regional financial performance. 
H2: fiscal stress has a significant effect on 

regional financial performance 
 
The regional government as the agent in carrying 

out the mandate given by the community as the 
principal, the local government must improve its 
financial performance (Noviyanti and Kiswanto, 
2016). Based on the differentiation of these 
functions, the executive conducts planning, 
implementation, and reporting on regional budgets, 
which are manifestations of service to the public, 
while the legislature plays an active role in 
implementing legislation, budgeting, and 
supervision (Anggraeni and Sutaryo, 2015). Budget 
policies by local governments are used in order to 
improve public services in order to improve people's 
welfare which can be seen through human quality. 

Government performance which is often used as a 
reference in seeing the level of welfare of the 
community is one of them financial performance. 
Measuring instruments to assess the government's 
financial performance are quite a lot, including the 
financial ratio analysis of the Regional Budget 
(APBD) (Harliyani and Haryadi, 2016). 

Delavallade (2006) in Dewi and Sutrisna (2014) 
states that the budget in the field of public 
infrastructure is expected to be able to increase 
people's access to welfare so that efficiency will 
occur and in turn will improve human development. 
Dewi and Sutrisna (2014); (Amalia and 
Purbadharmaja, 2012); Anggraeni and Sutaryo 
(2015) explain that regional financial independence 
has an impact on increasing HDI. 
H3: regional financial performance has a 

significant effect on the human development 
index 

 
Determination of Government Regulation 

Number 71 of 2010 the application of accrual-based 
government accounting systems has a legal basis. 
This means that the government has an obligation to 
implement SAP accrual based not later than 2015. 
This is in accordance with Law Number 17 of 2003 
which mandates that the form and content of the 
accountability report for the implementation of the 
APBN/APBD be prepared and presented in 
accordance with SAP. The preparation of the LKPD 
in accordance with SAP is one form of government 
accountability in financial management and by 
publishing financial performance reports is one form 
of transparency in regional government. Agency 
theory is a relationship that is established based on 
an agreement between two or more parties. Agency 
relations in government are carried out based on 
regional regulations and not solely to fulfil the 
interests of principals. Through accountability and 
transparency of performance carried out by local 
governments, it will provide information for the 
public in monitoring the government's performance 
in financial management for public services. 

One of the efforts to reform the management of 
state finances in a sustainable manner is regional 
financial management where one of the sources of 
regional revenue comes from PAD. Good 
management of government finances accompanied 
by the application of good accrual accounting will 
create a conducive atmosphere in the performance of 
local governments to service the public and improve 
the human development index. 
H4: Completeness of Financial Report has a 

significant effect on the human development 
index through regional financial 
performance 
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Regions are required to be able to optimize every 
potential and fiscal capacity in order to reduce 
dependence on the central government. When Fiscal 
Stress is high, the government tends to explore the 
potential of tax revenues to increase regional 
revenues (Akoto and Shamsub, 2004). Therefore, 
high rates of tax effort are identified with Fiscal 
Stress conditions. The community that is trusted by 
the DPRD is the principal and the government is the 
agent. The agent is expected to take financial 
policies that benefit the principal. Principals have 
regulatory authority and provide resources to agents 
in the form of taxes, levies, balancing funds, 
management of regional wealth and other legitimate 
income. The budget provided by the community for 
regional development must be well managed 
through transparency of financial reports regarding 
funds managed by the regional government. 

Muryawan and Sukarsa (2016) states that fiscal 
stress has a significant effect on economic growth 
both directly and through regional financial 
performance. With good economic growth, there are 
indications that fiscal pressure is high, regions tend 
to increase regional revenues as a means of regional 
financing for the development of a region. The 
transparency of budgets originating from regional 
revenues will drive the pace of the economy so that 
it impacts on regional development. 

 
H5: fiscal stress has a significant effect on the 

human development index through regional 
financial performance 

 
 

3 RESEARCH METHOD 

This type of research uses a quantitative approach. 
The data form in this study is secondary data. The 
population of this study is the district / city 
government in Central Java Province in 2013-2015. 
Sampling from the study used the saturated sample 
method (census) is the use of the entire population 
with the number of 35 districts / cities in Central 
Java. this study uses four variables described in the 
table below.  
 
Table 2: Operational definitions of variables 

 

The data analysis method used in this study is 
descriptive statistical analysis using SPSS 21. To 
test the direct effect used AMOS 21, while to test the 
mediation effect or indirect effect used the sobel test. 

 
 

4 RESULT AND DISCUSSION 

The data analysis method used in this study is 
descriptive statistical analysis using SPSS 21. To 
test the direct effect used AMOS 21, while to test the 
mediation effect or indirect effect used the sobel test.  
 
Table 3: Results of Descriptive Statistics Analysis 

 N Min Max Mean Std. 
Deviation 

KLK 105 0,57 1,00 0,72 0,21 
FS 105 0,98 1,48 1,16 0,09 
KK 105 7,30 58,38 18,41 9,17 
HDI 105 61,81 80,96 69,36 4,59 
Valid N 
(listwise) 

105     

 
Based on the minimum value, maximum, and 

mean in Table 3, it can be seen that the sample of 
this study shows that the completeness of financial 
statements, fiscal stress, financial performance and 
human development index in the district/city of 
Central Java Province are included in the good 
category. 

 
Hypothesis testing 

The results of the Goodness of Fit test show that 
the overall research model has good results. The test 
results show that the research model in this study is 
feasible to use and then it can be tested to 
hypothesis.  

 
Table 4: Table of Results of Estimated Regression 
Weights 

  Estimate S.E. C.R. P 

KK <-- KLK 9.92 4.36 2.27 .023 

KK <-- FS 6.52 9.89 .65 .510 

IPM <-- KK .32 .03 8.70 .001 

 
The significance test of indirect influence in this 

study was carried out with a model developed by 
Sobel and known as the sobel test. Based on Table 5. 
Estimated results of regression weight can be known 
the effect of the completeness of financial statements 
on financial performance and the effect of financial 
performance on the human development index can 
be known the values of a, b, Sa, and Sb. A value = 
4.267, b = 0.329, Sa = 1.875, and Sb = 0.037. Then 
the calculation is done to find out the value of Sab 
and the value of t count. The mediation hypothesis 
test is carried out using the program provided. The 
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following are the results of estimating indirect 
effects. 

 
Table 5: Indirect Test Result Tables 

Input Test Statistic Std  Error p-value 

a   = 4,267 Sobel test       = 
2,205 

0,637 0,027 

b   = 0,329 Aroian test     = 
2,192 

0,641 0,028 

Sa = 1,875 Goodman test 
= 2,218 

0,633 0,027 

Sb = 0,037    

 
Based on the results of the calculation of Table 

5, the t-count value of 2.205 shows results that are 
greater than 1.96 (2.205> 1.96), so that financial 
performance has a significant effect on influencing 
the relationship of financial report completeness to 
the human development index. 

 
Table 6: Recapitulation of Hypothesis Test Results 

 Statistic Result Decision 
H1 CR=2,276; Sig=0,023 Accepted 
H2 CR=0,659; Sig=0,510 Rejected 
H3 CR=8,700; Sig=0,001 Accepted 
H4 CR=0,149 Accepted 
H5 CR=0,043 Rejected 

 
Effect of Financial Report Completeness on 
Regional Financial Performance 

The results of data processing are concluded that 
H1 is accepted. The results of this study are in line 
with the theoretical agency which states that the real 
contract between the agent and the principal in the 
local government is the Regional Budget. APBD can 
be used by the principal (legislative) to oversee the 
implementation of the budget by the executive 
(agent). In this case the legislature which is the 
representative of the public can supervise and assess 
the financial performance of the local government. 
Local governments are required to submit 
performance reports, especially in the area of 
regional finance, to assess whether the local 
government has managed to carry out its duties 
properly or not in managing regional finances. 

Accrual Accounting is a reform in financial 
management with the aim of increasing efficiency 
and effectiveness in using sources and performance 
accountability. The budget is prepared with a 
performance approach, namely a budget that 
prioritizes efforts to achieve work outcomes or 
output from planning (Suryaningsum et al., 2015). 

With the existence of Government Accounting 
Standards (SAP) the government was used as a 
guideline in the preparation of financial statements 
of regional governments. LKPD is a source of 
information for the community (principals) to find 

out how the performance of local governments in 
managing regional finance. The preparation of the 
LKPD in accordance with SAP is one form of 
government accountability in financial management 
and by publishing financial performance reports is 
one form of transparency in regional government. 
The results of this study support the research of 
(Citra, Sudarma and Andayani, 2016) which states 
that accrual accounting has a positive impact on 
financial performance, meaning that the good 
implementation of accrual accounting also increases 
the government's financial performance. 

 
Effect of Fiscal Stress on Regional Financial 
Performance 

The second hypothesis is rejected, so show that  
the existence of fiscal stress (fiscal stress) due to the 
existence of regional autonomy that demands the 
regions to increase their local revenue has not been 
able to improve regional financial performance. This 
is because the government's efforts to increase 
regional revenues by exploring new revenues in the 
form of existing regional potentials have not been 
able to cover the regional budget which is increasing 
every year, so that the dependence on external 
assistance is still high (Amalia and Purbadharmaja, 
2012). Measuring fiscal stress using the ratio of 
PAD realization to the PAD target has not been able 
to indicate the area in increasing regional sterility 
from dependence on the central government. 

The results of this test are not in line with the 
agency theory that has been stated previously that 
conflicts of interest will emerge and delegation of 
tasks given to agents where agents are not in the 
interest to maximize the interests of principals, but 
have a tendency to selfish at the expense of public 
interests (Huda, Herwanti and Pancawati, 2015). The 
existence of a regional autonomy policy made by the 
central government has not been able to encourage 
regions to increase their regional revenues. 

The results of this study indicate that the 
existence of fiscal pressure due to regional 
autonomy is not able to improve regional financial 
performance. This can occur because of the inability 
of the regions to explore regional potentials that can 
increase PAD, so that dependence on external 
assistance is still high (Amalia and Purbadharmaja, 
2012). The results of this study are not in line with 
the research conducted by (Muryawan and Sukarsa, 
2016) which states that fiscal stress has a significant 
effect on regional financial performance. So that the 
presence of higher fiscal pressure has not been able 
to motivate the regions to increase their local 
revenue which will ultimately lead to the growth of 
the economy of a region. 
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Effect of Regional Financial Performance on the 
Human Development Index 

The results of data processing showed that H4 
was accepted which explained that the financial 
performance of local governments had a significant 
effect on the human development index. The results 
of this study support agency theory that measuring 
financial performance in the public interest can 
reduce conflicts arising between the community and 
the government. Communities need information 
about government performance, especially finance, 
which can be used as consideration in paying taxes 
as a source of regional income. The existence of 
information regarding local government finance is 
one of the additional information needed by the 
community. The government as an agent must 
convey information on all the performance that has 
been done, so that the community as principal can 
oversee the running of the government and can be 
used as an evaluation material for the government's 
performance. 

The indicator for measuring regional financial 
performance in this study is the regional financial 
independence ratio assessed by PAD. The income 
earned will be used to improve the quality of Human 
Resources (HR). The independence ratio also 
describes the level of community participation in 
regional development. The higher the independence 
ratio the higher the community participation in 
paying regional taxes and retributions illustrates that 
the level of community welfare is getting higher. 
Therefore, with financial management of existing 
regional revenues and expenditures allocated 
appropriately for the welfare of the community. 

The results of this study are also in line with the 
research conducted by Dewi and Sutrisna (2014) 
stating that high regional financial independence 
illustrates that a region has been able to meet its 
financial needs independently which can create 
economic and social political stability and even 
distribution of development outcomes , as well as 
the research conducted by Amalia and 
Purbadharmaja (2012); (Riphat, Setiawan and 
Damayanty, 2016) which states that regional 
financial independence has a significant effect on 
HDI, which means that the greater regional financial 
independence will increase regional development 
that has an impact on development human. 

 
Effect of Financial Report Completeness on 
Human Development Index Through Regional 
Financial Performance 

The results of the calculation of the mediation 
effect test (sobel test) state that H5 is accepted. The 
results of the calculation of the mediation effect test 
(sobel test) of financial performance variables as 
mediating the relationship between the completeness 

of financial statements and the human development 
index show significant results. It can be interpreted 
that financial performance can be used as a 
mediating variable that strengthens the relationship 
of financial report completeness to the human 
development index. 

This research is in line with agency theory where 
the presence of agency relations in government is 
carried out based on regional regulations and not 
solely to fulfil principal interests. Many things need 
to be considered in building a region, one of which 
is the existence of regulations in managing state 
finances in a sustainable manner with the 
establishment of Government Accounting Standards 
(SAP). SAP aims to create transparency and 
accountability as part of financial management by 
requiring regional governments to submit annual 
financial reports. With the existence of Government 
Accounting Standards (SAP), the government was 
used as a guideline in the preparation of regional 
government financial reports. Where LKPD is a 
source of information for the community (principals) 
to find out how the performance of local government 
(agents) in managing regional finance. 

The preparation of the LKPD in accordance with 
SAP is one form of government accountability in 
financial management and by publishing financial 
performance reports is one form of transparency in 
regional government. The form and content of local 
government financial statements must be prepared 
and presented in accordance with SAP, because the 
suitability of the format for preparing and submitting 
financial reports with SAP will reflect the quality, 
benefits and capabilities of the financial statements 
themselves. By following the standards set by the 
regional government, the financial statements have 
met the transparency criteria for the use of financial 
statements. SAP can be used as a reference for local 
governments in the preparation of local government 
financial reports (LKPD) that contain all 
government performance, especially financial 
performance. Regional financial performance 
measured using financial independence ratios is 
strong enough to influence the relationship between 
Financial Report Flexibility and the Human 
Development Index. The role of performance 
indicators is to provide information as a 
consideration for decision making (Kurrohman, 
2013). Amalia and Purbadharmaja (2012) stated that 
financial independence cannot be separated from the 
role of PAD in financing government spending. 
Therefore, local governments need to increase local 
revenue sources so that the implementation of 
regional development and public services is 
guaranteed. The budget in the field of public 
infrastructure is expected to be able to increase 
people's access to welfare so that efficiency will 
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occur and in turn will increase human development. 
The Human Development Index is an indicator of 
development success and a mirror of government 
financial management with high accountability. The 
success of governance and regional development is 
actually the result of good collaboration between the 
community, the DPRD, the regional government and 
vertical work (Suryaningsum et al., 2015). 
 
Effect of Fiscal Stress on Human Development 
Index Through Regional Financial Performance 
The results of data processing state that H6 is 
rejected.  

Results The results of this study are not in line 
with the agency theory that has previously been 
revealed that conflicts of interest will emerge and 
delegation of tasks given to agents where agents are 
not in the interest to maximize the interests of 
principals, but have a tendency to selfish at the 
expense of public interests (Huda, Herwanti and 
Pancawati, 2015). The existence of a regional 
autonomy policy made by the central government 
(agents) has not been able to encourage the regions 
to increase their regional revenues. The inability of 
regional financial performance which is measured 
using the regional financial independence ratio as an 
intervening variable can be influenced by several 
things, one of which is that the presence of fiscal 
pressure has not been able to motivate regions to 
increase their local revenue sources which will 
eventually lead to the growth of an economy. In line 
with this, hopes of increasing own revenues will be 
difficult to materialize if the budget allocation for 
development is not increased. The lack of 
availability of potential regional resources and 
readiness of human resources for the regions is an 
important factor in success in the era of autonomy. 
The implementation of regional autonomy in the 
regency / city government in Central Java Province 
is required to be able to increase its regional revenue 
so that the independence and implementation of 
development can run in accordance with the planned 
programs and activities. Financing regional 
development comes from PAD, balancing funds, and 
other legitimate income. Decreasing economic 
activities in various regions can also cause a 
decrease in PAD so that the area will depend on 
balancing funds that will cause symptoms of fiscal 
stress. But the existence of fiscal pressure has not 
made the regions more independent in regulating 
and allocating their budgets for regional 
development. 

 
 
 
 

5 CONCLUSIONS 

The results of this study indicate that the 
completeness of financial statements have an effect 
on financial performance while fiscal stress has no 
effect on your performance. Financial performance 
can significantly influence the human development 
index, while the completeness of financial 
statements does not significantly influence. The 
study also found that financial performance was able 
to be a mediating variable. 

Suggestion that can be given from this research 
are local governments need to increase local 
revenues or revenues by optimizing all regional 
wealth with quality human resources and conducting 
regional financial management in accordance with 
the applicable SAP accrual basis. Suggestion for 
further research, explore the possibility of other 
variables that affect HDI that have not been 
developed in this study. 
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Abstract: The objective of the research was to examine the influence of Profitability, Asset Tangibility, Growth, and 
Non Debt Tax Shield on Capital Structure in manufacture companies listed in BEI (Indonesia Stock Market) 
in the period of 2012-2016. The research used causal research method. The population was 136 manufacture 
companies listed in BEI in the period of 2012-2016, and 85 of them were used as the samples, taken by 
using purposive sampling technique. The data were analyzed by using path analysis. The result of the 
research showed that the variables of Profitability, Asset Tangibility, Growth, and Non Debt Tax Shield 
simultaneously had influence on Capital Structure. Partially, Profitability and Growth positive significant 
influence on Capital Structure. Asset Tangibility and Non Debt Tax Shield positive unsignificant influence 
on Capital Structure. 

1 INTRODUCTION 

Investors in equity investments want profit, in the 
form of dividend yield and capital gains, but 
investing in equities also involves risks. Therefore, 
to attract investors to invest their capital in equities 
by offering a higher profit level compared to the 
profit level of other investments that are less risky. 
In this case, investors need a variety of information 
that can be used as a signal to assess the prospect of 
the company concerned, such as seeing the value of 
the business, namely by analyzing financial 
statements. 

The main goal of companies that have become 
public is to increase the prosperity of the owners or 
shareholders by increasing the value of the company 
(Salvatore 2005). Business value is the perception of 
investors to see a company that is often associated 
with the share price of the company. In reality, not 
all companies want the stock price of the company 
to be high, because the company is afraid that the 
shares will not sell or attract investors to buy them 
by conducting a share split. 

The impact of the financial crisis in Europe and 
America in 2008 spread throughout the world. The 
crisis of a country that other countries treft, is the 

contagion effect that can occur for all events in 
different areas of economic and financial crisis. The 
financial crisis, such as fluctuations in stock prices 
that occur on a capital market, has an impact on 
falling stock returns and ultimately affects abnormal 
returns as a benchmark for performance. 

Figure 1: Diagram of the stock price of production 
companies in different countries in the Southeast 
Asia region 2013-2015 
 
 

The image above shows that the share price data 
of production companies in the Southeast Asia 
region for the period 2013-2015. The share price 
grew between 2013 and 2014, with the exception of 
the company Charoen Pokphand Foods Public 
Company Limited (Thailand), which fell and in 
2015 the share price fell compared to the share price 
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in 2014 for the five companies in Southeast Asia. 
The statement indicates that there were problems 
with production companies in different countries in 
the Southeast Asia region, as seen from the share 
price of the company that declined. 

The global crisis is expected to have a greater 
impact in the real sector in the longer term, 
especially trade related to the slowdown of the 
global economy, especially in developed countries. 
The global crisis has no major impact on direct trade 
between Indonesia and Europe and with the United 
States. But the path of indirect trade in Indonesia 
with Europe and the United States will be influenced 
by China. China, the largest importer of Indonesian 
goods, is expected to reduce imports as a result of 
the declining demand from Chinese countries for 
Chinese goods. 

The crisis of a country that affects other 
countries is a contagion effect that can occur for all 
events in different areas, both economic and 
financial crises. The financial crisis, such as 
fluctuations in stock prices that occur on a capital 
market, has an impact on fluctuations in falling share 
returns and ultimately affects the pattern of 
abnormal returns as a measure of performance. 

(Franco Modigliani and Merton H. Miller 1958) 
who published matters relating to the capital 
structure and became one of the subjects that drew 
the attention of academics on a global scale. For 
more than half a century, various studies have been 
conducted by academics to explain the relationship 
of the capital structure with profitability, tangibility 
of assets, growth and non-debt payments. In this 
case, the company must be able to determine its 
capital structure, namely how much is to be 
borrowed from third parties by considering the 
benefits and costs of using debts. There are several 
developments in the theory of capital structure 
(Franco Modigliani and Merton H. Miller 1958), 
namely Trade-Off Theory, Pecking Order Theory 
and Signaling Theory. 

Some of the earlier researchers who supported 
the theory of the pecking order were (Ilyas Muhajir 
dan Triyono 2010), who concluded that profitability 
had a positive effect on the capital structure. Groups 
that do not support the pecking order theory are the 
results of research (Huang & Song 2006) which 
show that profitability has a negative effect on the 
capital structure. 

The results of empirical studies showing the 
opposite results with regard to the effect of asset 
tactility on the capital structure. The group of 
researchers offering support is the research carried 
out by (Jemmi Halim Liem 2013) that concludes that 
asset tangibility (real assets) has a positive effect on 
the capital structure (debt). The group of researchers 
who did not support this advice was conducted by 

(Booth et al. 2001), in which it was concluded that 
asset tactility had a negative effect on the capital 
structure. 

Research carried out by (Margaretha & 
Ramadhan 2010) which showed that growth has a 
positive effect on the capital structure. The research 
group that does not support this is the research of 
(Rajan & Zingales 1995) that concludes that the 
growth rate negatively affects the capital structure. 

The group of researchers who support the 
research of (Moh & Rimbey 1998), who came to the 
conclusion that NDTS has a positive effect on the 
capital structure. While the research conducted by 
(Zou & Zezhong 2006) concluded that NDTS had no 
influence on the capital structure. 

This research focuses on manufacturing 
companies listed on the Indonesian stock exchange, 
because as we know, since the economic crisis in 
2008, the center of global economic power from 
Western countries, namely Europe and North 
America, slowly shifted to Asia. In Asia, Indonesia 
is one of the fastest growing economic zones. 

Based on the above description, the authors are 
interested in analyzing the "Effect of profitability, 
tangibility, growth and non-debt tax shield on the 
capital structure in manufacturing companies listed 
on the Indonesian stock exchange for the period 
2012-2016". 

The formulation of the problem in this study is 
whether profitability, tangibility of assets, growth 
and non-debt tax shield partially and simultaneously 
affect the capital structure of manufacturing 
companies quoted on the Indonesian stock 
exchange? 

The aim of this research is to partially and 
simultaneously identify and analyze the effect of 
profitability, asset tactility, growth and non-debt tax 
shield on the capital structure of production 
companies that are listed on the Indonesia Stock 
Exchange. 
Although the contribution of research to researchers 
and academics is expected to increase the 
understanding and knowledge of researchers in the 
field of economics, particularly in terms of 
profitability, tangibility of assets, growth and non-
debt tax shield, the impact on the capital structure. 
Production companies are expected to be used as 
important information and input to improve business 
performance in terms of improving the capital 
structure. 

This research is a development of research 
carried out by (Yuliani et al. 2014) entitled 
"Determining factors for the capital structure and its 
impact on value in emerging markets (studies of the 
real estate and real estate sector)". This difference 
with previous research lies in the variable, where 
earlier research uses independent variables, namely 

The Influence of Profitability, Asset Tangibility, Growth, and Non Debt Tax Shield on Capital Structure in Manufacture Companies Listed in
Indonesian Stock Exchange

1283



 

the sales level, the asset structure, growth potential, 
profitability, non-tax tax shield, company scale, 
internal company circumstances, while this study 
uses profitability, Tangibility Asset, Growth, and 
Non-Debt Tax Shield. and the dependent variable of 
the previous survey is the capital structure and 
business value, while this study only uses variables 
of the capital structure. In contrast to the previous 
research period, this study period was 2012-2016, 
while the previous research period was 2007-2011. 

 
 

2 DEVELOPMENT OF 
HYPOTHESES CAPITAL 
STRUCTURE 

According to (Wild et al. 2005) the capital structure 
is the composition of financing between equity (own 
financing) and debt in a company. Capital structure 
is a permanent expense that reflects the balance 
between long-term debt with equity. Capital 
structure is reflected in long-term liabilities and the 
element of own capital, where both elements are 
permanent funds or long-term funds. In this study 
the capital structure is approached by debt / equity 
ratio (DER). 

DER is a group of Levarage (debt) ratios. This 
ratio reflects the composition or capital structure of 
the total loan (debt) to the total capital that the 
company holds to meet its long-term obligations. 
Some theories about debt financing are: 
 
 
Capital Structure Theory 
Modigliani & Miller theory is a modern theory of 
the capital structure that publishes its article "The 
costs of capital, corporate finance and theory of 
investment". MM proves that the value of a 
company is not affected by the capital structure . 
 
Exchange theory 
The trade-off theory suggests that the optimal debt 
ratio should take into account the benefits obtained 
and the costs incurred by the company through the 
use of corporate debts. This theory suggests that the 
optimal capital structure will be achieved if the 
benefits of the value added from the use of debts in 
the form of tax savings are used to cover the rise in 
the financial emergency costs associated with the 
use of debt (Bradley et al. 1984) 
 
 
 

Agency approach 
According to this approach, the capital structure is 
designed to reduce conflicts between different 
interest groups. The conflict between shareholders 
and managers is actually the concept of free cash 
flow. 
 
Signal Theory 
If the manager is confident that the company's 
outlook can use more debt, then this will work later 
as a more reliable signal. This is because companies 
that increase debt can be seen as companies that 
have confidence in the future of the company. We 
can therefore conclude from the above explanation 
that debt is a positive sign or signal of the company. 

 
Profitability 
Profitability as a yardstick in determining alternative 
financing, but the way to assess the profitability of a 
company that depends on profit and shared assets is 
net profit after tax (net result) derived from 
operating activities in total assets. The profitability 
ratio as measured by Return on Assets (ROA) is a 
measure of the company's ability as a whole to make 
a profit with the total available assets in the 
company. 

 
Tangibility Asset 
Tangibility assets are one of the most important 
factors in determining decisions about the capital 
structure, because the amount of fixed assets can be 
used as collateral for creditors (Joni & Lina 2010). 
Because companies with a greater tangibility of 
assets have a better position in providing loans. The 
tactile capacity can be used as collateral for loans 
provided by creditors. If the company does not 
comply with its obligations towards creditors, the 
tangibility of the assets is confiscated by the creditor 
to pay off all obligations that the company can not 
pay to the creditor. 

 
Growth 
The growth rate of the company may affect the 
creditor's confidence in the company and the 
willingness of investors to provide financing through 
long-term debt (Firnanti 2011). Growing companies 
will come under pressure to fund their investment 
opportunities that exceed the retained earnings in the 
company, so that it is in line with the pecking order 
theory, so in this case the company will use debts 
rather than equity or this case retained earnings. 

 
Non-debt Tax Shield 
Non-debt tax shield is a tax deduction for investment 
write-offs and tax relief. (DeAngelo, H., and Masulis 
1980) stated that the optimal capital structure model 
with respect to the existence of both personal tax and 
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corporate tax and non-debt tax shield (tax savings of 
non-debt accounts). This non-debt tax shield 
(NDTS) arises because the company makes 
depreciation costs as an impact on the use of assets, 
particularly fixed assets. The benefits that the 
company obtains from the use of loan capital as 
financing for the company's investment activities 
will have an impact on the taxes and interest costs to 
be paid. Also with companies that cause higher 
depreciation costs, they will receive tax benefits as a 
result of the depreciation costs paid. 
 
Conceptual framework. 
 
 
 
 
 
 
 
 
 
 
 
 
 

Figure 2: Concept Drawing 
 
The research hypothesis is: 
1. Profitability, tangibility of assets, growth and 

non-debt tax shield partly affect the capital 
structure of manufacturing companies listed on 
the Indonesian stock exchange 

2. Profitability, tangibility of assets, growth and 
non-debt tax shield have a simultaneous effect 
on the capital structure of manufacturing 
companies quoted on the Indonesia Stock 
Exchange 
 

3 RESEARCH METHOD 

This type of research is a conclusive (causal) 
investigation. The population in this study consisted 
of production companies listed on the Indonesia 
Stock Exchange (IDX) from 2012 - 2016, a total of 
140 companies. The sampling technique used was 
targeted sampling and a sample of 85 companies 
was obtained for the period 2012-2016 with a total 
observation of 425 analysis units. 
 
Research model 
The data analysis method used is multiple linear 
regression by first performing descriptive statistical 

tests and classical assumption tests. The equations in 
the hypothesis: 
 
Y = b1 X1 + b2 X2 + b3X3 + b4 X4 + є 
 
at which: 
Y  : Capital structure 
b1, b2, b3, b4 : variable coefficients independent 
X1  : Profitability (ROA) 
X2  : Asset Tangibility (FATA) 
X3  : growth rate (TP) 
X4  : Non - Debt Tax Shield (NDTS) 
Ε  : standard error 

4 RESULT AND DISCUSSION 

Table 1: Descriptive table of research Variable 
statistics 

 
N Min Max Mean 

Std. 
Deviation

Profitabilitas 425 ,0066 ,4453 ,154888 ,1009156
Aset Tangibility 425 ,0029 1,0311 ,292145 ,2343584
Growth 425 ,0475 ,3013 ,175475 ,0564156
Non Debt Tax 
Shield

425 ,0120 ,9997 ,393648 ,2555603 

Capital Structure 425 ,1002 ,9996 ,428096 ,2312980
Valid N (listwise) 425   

 
Testing Classical Assumptions. 
Testing the classical assumptions used in this study 
includes normality tests, multicollinearity tests, 
autocorrelation tests and heteroscedacity tests. 
 
Normality Test 
In this study, the restnormality test can be performed 
by the non-parametric statistical test Kolmogorov-
Smirnov (K-S). 
 

Table 2: Normality test table 
One-Sample Kolmogorov-Smirnov Test 

 
Unstandardi

zed Residual
N 425
Normal Parametersa,b Mean 0E-7

Std. 
Deviation 

,18724734

Most Extreme 
Differences 

Absolute ,040
Positive ,040
Negative -,037

Kolmogorov-Smirnov Z ,825
Asymp. Sig. (2-tailed) ,505
a. Test distribution is Normal. 
b. Calculated from data. 

 
 

Profitabilitas 
(ROA)

Asset 
T ibilit

Growth 

Non-debt tax 
shield 

capital 
structure 
(DER)
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The Kolmogorov-Smirnov Z value of 0.825 is above 
α = 0.05 (Asymp., Sig = 0.505> 0.05), so the 
hypothesis H0 is accepted, which means that the 
remaining data are normally distributed. 
 
 
Multicollinearity Test 
Multicollinearity tests are done using the variance 
inflation factor (VIF). Data is said to have no 
multicollinearity if the tolerance value is ≥ 0.10 and 
VIF ≤ 10. 
 

Table 3: Multicollinearity test table 

Model 

Collinearity Statistics

Tolerance VIF

(Constant)   

Profitabilitas ,804 1,244

Aset Tangibility ,996 1,004

Growth ,822 1,216

Non Debt Tax Shield ,972 1,029
a. Dependent variable: capital structure 
 
All independent variables have VIF values ≤ 10, so 
the data from this study did not experience 
multicollinearity. 
 
Autocorrelation Test. 
This test is done by looking at the value of Durbin 
Watson, as follows: 
 
Table 4: Autocorrelation test table  Durbin Watson 
Model Summaryb 

 
Model R R Square Adjusted 

R Square 
Std. Error of 
the Estimate 

Durbin-
Watson

1 ,587a ,345 ,338 ,1881369 2,012
a. Predictors: (Constant), Non Debt Tax Shield, Aset 

Tangibility,  Growth, Profitabilitas 
b. Dependent Variable: Capital Structur 

 
The Durbin Watson (DW) value is 2.012. Based on 
the Durbin Watson statistical table with α = 0.05, the 
number of samples (n) = 85 and the number of 
independent variables (k) = 4 are known to have the 
value of dL = 1.82767 and the value of dU = 
1.85576. So it can be concluded that: dU = 1.85576 
<DW = 2.012 <4 - dU = 4 - 1.85576 = 2.14424 On 
the basis of these predetermined criteria, indicates 
that H0 (hypothesis 0 (zero)) is rejected means no 
there are positive and negative autocorrelations. 
Heteroscedasticity Test 
In this study, the heterosexasticity test was observed 
using a scatterplot plot between the predicted value 

of the related variable (ZPRED) and the residual 
value (SRESID). 
 

 
Figure 3: Heteroscedasticity test image - Scatter plot 
graph 
 
The Scatterplot Heteroscedasticity test above shows 
that the points above and below the number 0 (zero) 
spread on the y-axis and did not form a clear pattern, 
so it can be concluded that heterocedasticity does 
not occur. 
 
 
Hypothesis test 
Testing the hypothesis in this study uses the F-test, t-
test and determination coefficient (R2) 
 
Test F 
Significant value of 0.000 small levies of 0.05, so it 
can be said that the variable profitability (ROA), 
Tangibility Asset, Growth and Non Debt Tax Shield 
have a simultaneous effect on the dependent 
variable, namely Capital Structure (DER). 
 

Table 5: F-test table 

(ANOVAb) 

Model Sum of Squares Df Mean Square F Sig.

1 Regression 7,817 4 1,954 55,214 ,000b 

Residual 14,866 420 ,035   

Total 22,683 424    

a. Dependent Variable: Capital Structure  
b. Predictors: (Constant), Non Debt Tax Shield, Asset 

Tangibility, Growth, Profitabilitas 

 
T-test 
The t statistical test basically shows how far 
someone is independent in explaining dependent 
variation. 
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ROA and growth have a positive and significant 
effect on the capital structure, while Tangibility 
Assets and Non Debt Tax Shields do not have a 
significant effect on the capital structure.  
 

Table 6: T-test Table 

 
 
Determination Coefficient test (R2) 
The coefficient value (R) is 0.587, which shows a 
strong relationship, with a (0.3% or 33.8%) fixed 
coefficient of determination (Adjusted R Square). 
This means that Profitability (ROA), Tangibility 
Asset, Growth and Non Debt Tax Shield Capital 
Structure (DER) can explain 33.8%, while the 
remaining 66.2% is explained by other variables 
outside this estimation model. 
 

Table 7:  Determination Coefficient Table 

 

5 CONCLUSIONS 

From the results of the research carried out, 
conclusions can be drawn as follows: 
1. In part, profitability (ROA) has a positive and 

significant effect on the capital structure (DER). 
Tangibility Asset has a positive and not 
significant effect on the capital structure (DER). 
Growth has a positive and significant effect on 
the debt structure (DER). Non-debt tax Shield 
has a positive and not significant effect on the 
capital structure (DER). 

2. At the same time, profitability (ROA), 
Tangibility Asset, growth and non-debt tax 
shield influence the capital structure (DER). 

 

Constraint 
This study has several limitations, namely : 
1. Limitations on the criteria of the research 

sample used are only companies with profit that 

meet the criteria, but processing companies that 
suffer losses do not meet the criteria. So that in 
this case the profitability can not be fully 
reflected in production companies that are listed 
on the Indonesia Stock Exchange (IDX) 

2. This study only uses independent variables 
Profitability, Assibility, Growth and Non-Debt 
Tax Shield, as future researchers add the 
number of independent variables to be analyzed 
in addition to the above variables. Investment 
decisions, for example proxied by Price Earning 
Ratio (PER), Growth Potential, Interest Rate 
(SBBI) and others. 

 
Suggestion 
Based on the conclusions and limitations of this 
study, the researcher gave some suggestions to the 
following researcher, among others, as follows: 
1. Can conduct research with the criteria of 

companies that have profit / loss for 10 (ten) 
years in a row. 

2. Can add independent variables such as 
investment decision (PER), growth potential, 
interest rate (SBBI) and other 
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Abstract: The objective of the research was to find out and to analyze the influence of Financial Ratio, Firm Size,  
Financial Function, ad Institutional Ownership on Firm Value and the Opportunity to Grow in moderating 
the influence of all independent variables on Firm Value in the manufacture companies listed in the 
Indonesia Stock Exchange in the period of 2012-2015. The research used panel data analysis to test the 
hypothesis and interaction test to test moderating variable. The result of the research showed that Financial 
Ratio and Firm Size had the influence on Firm Value. Opportunity to Grow could not moderate the 
influence of Financial Ratio, Firm Size, and Institutional Ownership on Firm Value. 

1 INTRODUCTION 

Basically the company's goals can be grouped into 
two, namely short-term goals and long-term goals. 
The company's short- term goals are related to 
maximizing profits while the company's long-term 
goals are related to maximizing the welfare of the 
owner. So that the company's ability to empower its 
resources will have a major impact on achieving 
company goals. 

A manufacturing company is a branch of 
industry that applies machinery, equipment, labor, 
and certain media in the process of processing raw 
materials into finished goods. Manufacturing 
companies in Indonesia themselves are one of the 
largest industries owned by Indonesia given the 
richness of natural resources owned. Referring to the 
report of the United Nations Industrial Development 
Organization (UNIDO), Indonesia is ranked in the 
top 10 manufacturing countries in the world after 
China, the United States, Japan, South Korea, India, 
Italy, France and Brazil. One of the largest 
manufacturing sub-sectors in Indonesia is the food 
and beverage industry, considering that Indonesia's 
population reaches approximately 250 million 
people. But at the ASEAN level, competitiveness 

reflects the performance of manufacturing 
companies, Indonesia is still inferior to several other 
countries, such as Singapore, Malaysia and 
Thailand. This is due to the lack of financial support 
that makes it difficult for entrepreneurs to compete 
with competitors. 

In addition, some time ago, Indonesia was 
threatened by the deindustrialization phenomenon, 
which can be seen from the decreasing contribution 
of manufacturing companies to gross domestic 
product. The growth of the manufacturing industry 
has declined and is below national economic growth. 
For example, in the period 2013 to 2015, the 
contribution of the manufacturing industry to GDP 
was 21.03 percent, 21.01 percent and 20.84 percent 
respectively. While  in terms  of  growth rates  grew  
by 4.37 percent, 4.61 percent, and 4.25 percent or 
below national economic growth respectively 5.78 
percent, 5.02 percent and 4.79 percent. Even so, 
various estimates of Indonesia's manufacturing 
performance that fluctuated even declined when 
compared to the last ten years due to various aspects 
that are still being discussed until now. 

The following is a phenomenon table of 10 
companies to see the factors that can influence the 
value of manufacturing companies listed on the 
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Indonesia Stock Exchange (IDX) in the period 2012 
to 2015. 
 
Table 1: The phenomenon of the influence of Debt 
Policy, Profitability, Liquidity, Dividend Policy, 
Firm Size, Inventory Activities, and Institutional 
Ownership 
 

Variable 
Year 

2012 2013 2014 2015 

Firm Value 8,61 8,24 8,84 8,92
Debt Policy 0,72 0,73 0,75 0,78
Profitability 33,88 31,65 29,81 24,85
Liquidity 173,4

4 
174,2

8 
158,1

2 
145,85

Dividend 
Policy 

39,49 39,74 30,48 52,41

Firm Size 24,07 24,17 24,34 30,53
Inventory 
Activities 

12,95 12,7 12,66 12,79

Institutional 
Ownership 

58,56 60,08 60,55 62.97

Opportunity 
to Grow 

14,31 11,85 14,65 23,41

2 THEORICAL FRAMEWORK 

Company value can be measured by the value of 
stock prices on the market, based on the formation 
of the company's stock price in the market, which is 
a reflection of public evaluations of the company's 
performance in real terms. The process of forming 
stock prices in the market will depend on the 
conditions of the level of market efficiency, both 
information and decision (Harmono, 2009). 

One of ways to evaluate whether profits are used 
to make decisions or not is to compare the earnings 
and performance of shares of a company that goes 
public. If the company is profitable, the retained 
earnings account will rise so that the book value of 
equity will also increase. This increase in equity 
book value indicates an increase in the book value of 
the company. The ability of earnings information 
and book value in explaining the stock price is 
getting bigger. Statistically, about 62% of the 
information explains the company's stock price. This 
means that the information that drives this stock 
price is dominated by the company's book value and 
profit value. When the publication of profits occurs, 
there is also a reaction in the price and volume of 
stock trading. This shows that earnings information 
is very relevant in decision making on the stock 
exchange (Sulistiawan, et al., 2011). 

Oportunity to grow is the opportunity of the 
company to grow in the business world it manages. 
Growth or the opportunity to grow a company can 

affect company performance because large 
companies tend to obtain economies of scale that 
can indirectly affect company performance 
(Wardhani & Joseph, 2010). 

Solvability Ratio or Leverage Ratio is a ratio 
used to determine the company's ability to pay 
obligations if the company is liquidated. The higher 
the ratio, the more creditor money the company uses 
to generate profits. The higher the company's debt 
ratio, the greater the influence of corporate finance 
(Sumarson, 2013). In determining debt policy, 
companies must consider the right amount. The 
establishment of a debt policy by the Company will 
certainly have an impact on how investors see the 
existence of the company. Indirectly, investors will 
look at the value of the company based on the debt 
policy that has been taken. 

Profitability ratio is a ratio to assess a company's 
ability to seek profits. This ratio also provides a 
measure of management effectiveness of a company. 
This is indicated by profits generated from sales and 
investment income (Brigham & Houston, 2010). 
High profitability is a positive signal for investors 
because it influences the prospects for better 
corporate growth in the future. Indirectly investors 
will capture the positive signal as a perception where 
the value of the company with high profitability has 
a high corporate value. 

Liquidity is a financial ratio that measures the 
ability of a company to fulfill short-term obligations 
with its current assets. The liquidity dimension 
reflects a review of management performance in 
terms of the extent to which management is able to 
manage working capital funded by current debt and 
balances. With the better liquidity of a company it 
will also have a positive impact on the value of the 
company in the eyes of investors (Harmono, 2009). 

Dividend policy is the percentage of profits paid 
to shareholders in the form of cash dividends, 
safeguarding the stability of dividends from time to 
time, distribution of stock dividends, and repurchase 
of shares (Van Horne & Wachowicz, 2014). 
Companies that distribute dividends will provide a 
signal to investors regarding the condition of the 
company. So that the dividend policy taken by the 
company will also have an impact on the value of 
the company. 

Company size can be classified as one of the 
elements of the work environment that will also 
influence the perception of management later. The 
choice of an accounting method can be used as a 
tool to influence company value (Hery, 2012). 
Companies with large sizes tend to be easier to gain 
access to the capital market, so they tend to get more 
business opportunities. So that it can be concluded 
that the increasing size of a company will be able to 
encourage the better value of the company. 
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Activity ratio is a ratio used to measure the 
effectiveness of a company in using its assets. Or it 
can also be said that this ratio is used to measure the 
level of efficiency (effectiveness) of the utilization 
of company resources (Brigham & Houston, 2010). 
A manufacturing company is a company sector that 
produces raw goods into finished goods, so 
inventory management is very much needed related 
to the increase in company earnings. The higher 
level of company activity shows that the higher the 
effectiveness of the company in managing 
transaction activities in the company. 

Institutional investors who invest in company 
shares will get a large incentive to influence and 
monitor management actions that have an impact on 
reduced earnings management actions. Institutional 
ownership by some researchers is believed to affect 
the company's performance and the company's goal 
of maximizing company value. The company is a 
collection of contracts (agreements) with various 
parties involved, such as employees, shareholders, 
government, creditors, and so on (Hery, 2013). In 
addition to helping manage, company ownership 
also has an impact on the decisions that will be 
made. Proper decision making will have an impact 
on the better performance obtained. 

 

3 RESEARCH METHOD 

The population of Manufacturing Companies that 
are consecutively registered and distribute their 
dividends on the Indonesia Stock Exchange during 
the 2012-2015 period are 33 companies. The 
sampling technique used is saturated sampling. The 
number of research samples is 132 observations (33 
companies × 4 years). 

This research was conducted by accessing 
several data sources from the official website of the 
Indonesia Stock Exchange www.idx.co.id. The data 
analysis model used in this study is panel data 
regression analysis and moderating variable 
regression model. The processing of data in this 
study uses Eviews software version 7. 

4 ANALYSIS 

a. Model Selection 
Then the model selection is done by using the 

chow test and hausman test. In this research, FEM 
was chosen so that the classical assumption test was 

needed. The following are the results of the FEM 
test. 

Table 2: Chow Test 
 Redundant Fixed Effects Tests    
Pool: DPANEL     
Test cross-section fixed effects   

Effects Test Statistic   d.f.  
Prob.
  

Cross-section F 7.775160 
(32,92
) 

0.000
0 

Cross-section Chi-
square 172.856932 32 

0.000
0 

 
 

Table 3: Hausmann Test 

 
 

Table 4: Fixed Effect Model 

Dependent Variable: Y?   

Method: Pooled Least Squares   

Date: 01/15/18   Time: 11:23   

Sample: 2012 2015   

Included observations: 4   

Cross-sections included: 33   

Total pool (balanced) observations: 132  

Variable Coefficient Std. Error t-Statistic Prob.  

X1? 0.459464 0.193487 2.374651 0.0196

X2? 0.289485 0.079529 3.640008 0.0005

X3? 0.724397 0.224056 3.233113 0.0017

X4? 0.119693 0.095468 1.253749 0.2131

X5? 0.856602 0.200654 4.269051 0.0000

X6? -0.034300 0.219173 -0.156497 0.8760

X7? -0.006089 1.476313 -0.004124 0.9967

C -7.849993 7.698099 -1.019731 0.3105

Cross-section fixed (dummy variables)  

R-squared 0.787456 Mean dependent var 

-
1.15659

0
Adjusted R-

squ
are
d 0.697356     S.D. dependent var

1.03773

S.E. of 
regr 0.570887 

    Akaike info 
criterion 

1.96179

Correlated Random Effects - Hausman
Test  
Pool: DPANEL    
Test cross-section random effects  

Test Summary 
Chi-Sq. 
Statistic 

Chi-Sq. 
d.f. Prob.  

Cross-section random35.794611 7 0.0000 
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essi
on 

Sum squared 
resi
d 29.98392     Schwarz criterion 

2.83537

Log 
like
liho
od -89.47860 

    Hannan-Quinn 
criter. 

2.31677

F-statistic 8.739794 
    Durbin-Watson 

stat 
2.05328

Prob(F-
stati
stic
) 0.000000    

 
b. The Classical Assumption Test 

The next normality test was carried out with 
Jarque-Bera (J-B) with the probability value of 
the Jarque-Bera statistic is 0,263327. 
Multicollinearity test is done by a correlation 
matrix with a correlation value between 
independent variables no more than 0,9. Then 
the autocorrelation test is carried out with 
watson durbin with the value of the Durbin- 
Watson statistic is 1,528159. Finally, the 
autocorrelation test using the Breusch-Pagan 
test with the Prob Obs * R-Squared value is 
0,1551. 
 

c. Panel Data Regression 
Panel data regression equation is taken from the 
FEM table to see the coefficient of 
determination and the results of partial and 
simultaneous hypothesis tests. 
 

d. Moderating Variable Test 
After t test and F test, the next step is testing the 
moderating variable with the Moderated 
Regression Analysis (MRA) test. 
 

Table 5. MRA Test 
 

Dependent Variable: Y  

Method: Least Squares  

Date: 01/21/18   Time: 18:01  

Sample: 1 132    

Included observations: 132   

Varia
ble 

Coefficie
nt 

Std. 
Error 

t-
Statistic 

Pro
b.   

Z 4.829239 
2.43795

1 
1.98086

0 
0.0

500 

X1 -0.037538 
1.14041

0 
-

0.032916 
0.9

738 

X1Z 0.160674 
0.37780

5 
0.42528

3 
0.6

714 

X2 -0.226712 
0.36507

3 
-

0.621007 
0.5
358

X2Z 0.143584 0.097112 1.478535 0.1420 

X3 2.069656 1.376946 1.503077 0.1355 

X3Z -0.461113 0.445551 -1.034927 0.3029 

X4 -0.221010 0.338602 -0.652712 0.5152 

X4Z 0.136022 0.107678 1.263232 0.2090 

X5 -0.402812 0.280921 -1.433897 0.1543 

X5Z 0.156614 0.098862 1.584166 0.1159 

X6 -0.160621 0.335798 -0.478327 0.6333 

X6Z 0.091757 0.111956 0.819579 0.4141 

X7 2.281910 1.508490 1.512711 0.1331 

X7Z -1.247377 0.546424 -2.282801 0.2243 

C -9.999356 6.711227 -1.489945 0.1390 

R-squared 0.311905 Mean dependent var 

-
1.15659
0 

Adjusted 
R-squared 0.222927 S.D. dependent var 

1.03773
0 

S.E. of 
regression 0.914777 Akaike info criterion 

2.77293
9 

Sum 
squared 
resid 97.07073 Schwarz criterion 

3.12237
0 

Log 
likelihood -167.0140 Hannan-Quinn criter. 

2.91493
2 

F-statistic 3.505427 Durbin-Watson stat 
1.55667
7 

Prob(F-
statistic) 0.000060    

5 RESULTS 

The results of the simultaneous hypothesis testing 
show: 1) Debt Policy has an effect on Company 
Value; 2) profitability affects the value of the 
company; 3) Liquidity in research affects the value 
of the company; 4) Dividend policy in this study 
does not affect Company Value; 5) Company Size 
in this study has an effect on Company Value; 6) 
Inventory Activities in this study do not affect 
Company Value; 7) Institutional Ownership in this 
study does not affect Company Value. 
Growth Opportunities which are proxied by Price 
Earning Ratio (PER) are not able to moderate each 
influence of financial ratios, firm size, and 
ownership structure on firm value. 

6. CONCLUSIONS 

This study shows that there are several independent 
variables that do not affect the value of the company. 
The moderating variable in this study which is 
proxied to the Price earnings ratio (PER) is also not 
able to moderate each influence of the independent 
variable on the dependent variable. The PER proxy 
is seen as a particular indicator by investors in 
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deciding to buy or otherwise sell company shares. 
So that the proxy might result in bias as a signal that 
gives an overview of the overall condition of the 
company. 
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Abstract: This paper uses stochastic frontier analysis to examine whether the impact of financial inclusion on bank 
efficiency. Using an international sample of 2,207 banks in 70 countries over period 2008-2016. We found 
that increasing financial inclusion using technology more effective in terms of cost for banks comparable to 
conventional methods. More specifically, we find that financial inclusion on access dimension proxied by 
ATM per 1,000 km2  have a negative relationship with cost inefficiency, while branch per 100,000 adults 
has a positive relationship with cost inefficiency. Moreover, we find evidence that financial inlusion on 
used dimension proxied by deposit accounts per 1,000 adults show that positive effect on cost efficiency. 
These findings show that financial products and services are innovation based on technology must be 
improved. Technological innovation is key implication for policy makers, bank regulators, and industry 
players to create more financial inclusiveness for people. 

1 INTRODUCTION 

Expanding formal financial access to low-income 
has become an important concern for many countries 
worldwide, World Bank state on  Demirguc-Kunt et 
al.,  (2015), more than two-thirds of regulatory and 
supervisory institutions have been tasked with 
encouraging financial inclusion in more than 50 
countries. It makes sense because many studies state 
that the financial sector has a positive impact on the 
economic growth and stability of developing 
countries  (Paşali, 2013) Other studies found that by 
removing barriers to access to formal finance would 
increase funding. (Allen, 2012). This can be a source 
of financing for people who have not accessed to 
finance for consumption activities or business 
purposes, which will increase the economy due to 
the creation of employment (Guiso, Sapienza and 
Zingales, 2004; Allen et al., 2012; Banerjee et al., 
2015). Hence, reduce income inequality and 
indirectly decrease poverty (Burgess and Pande, 
2005; Beck, Demirgüç-Kunt and Levine, 2007; 
Bruhn and Love, 2014) 

 In the other perspective, banks as financial 
institutions also required maintaining sustainability 
and efficiency in order to cover the costs has been 
incurred, especially increasing competition and 
technological developments encourage banks to 

change their behavior and to expand their services 
and activities. Furthermore, the question that arises 
is how to affect financial inclusion on bank 
efficiency. 

We use Stochastic Frontier Analysis to analyses 
impact financial inclusion on bank efficiency in 70 
countries period 2008-2016. For measure financial 
inclusion, we used two dimensions: the first 
concerns the outreach or access to financial services 
while the second relates to the use of financial 
services The findings show that ATM density and 
deposit bank accounts have a positive impact on cost 
efficiency while Branches have negative relations 
with cost efficiency. This suggests that increasing 
financial inclusion using technology more effective 
in terms of cost for banks comparable to 
conventional methods.  

This study contributes to both the existing 
literature by providing new evidence on the impact 
of financial inclusion on bank cost efficiency using 
an international sample. Many studies have been 
done on the effect of financial inclusion on 
economic growth(Paşalı, 2013), poverty (Bruhn and 
Love, 2014), unemployment (Beck, Demirguc-Kunt 
and Martinez Peria, 2007). A Very limited study has 
been done on the relationship between financial 
inclusion and bank performance. We suggest 
improving financial inclusion using technology will 
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improve bank efficiency. This study examine impact 
financial inclusion on banks’ efficiency, thus adding 
a new perspective and enrich upon earlier works on 
relative efficiencies determinant and financial 
inclusion literature. We highlight the impact of 
financial inclusion on the relative bank cost. This 
paper structured as follows, Section 2 provides a 
brief overview of financial inclusion, Section 3 
presents the data and methodology, Section 4 
provides Result and last section 5 Conclusion. 

2 THEORICAL FRAMEWORK 

2.1 Financial Inclusion  
There are several concepts offers in defining 
financial inclusion, for example,  Amidžić, Massara 
and Mialou (2014), state financial inclusion is an 
economic environment where individuals and firms 
are not denied access to basic financial services. 
Sarma (2016) defines the process that ensures the 
ease of access, availability and usage of the formal 
financial system for all members of an economy. 
Many studies suggest that financial inclusion have 
positive impact on economic development and 
poverty reduction. For instance Beck, Demirguc-
Kunt and Martinez Peria (2007), find that Increasing 
degree of financial inclusion have social and 
economic benefit.Supported by Bruhn and Love, 
(2014) showing that greater financial inclusion 
reduces poverty, income inequality and  
unemployment. This confirmed by Allen et al., 
(2012), found that increased bank penetration of 
commercial banks has a positive and significant 
impact on household’s use of bank accounts and 
bank credit particularly those with low income, no 
salaried job, and less education in Kenya  

For measurement studies, financial inclusion 
can be understood through two broad dimensions: 
The first concerns the outreach or access to financial 
services while the second relates to the use of 
financial services (Beck, Demirguc-Kunt and 
Martinez Peria, 2007; Amidžić, Massara and 
Mialou, 2014). Focusing on outreach dimension 
refers to ability customer to easily reach access to 
bank physical outlet. Data from the World Bank’s 
Global Financial Inclusion Index (Findex) survey 
reveal that of the 2.5 billion individuals excluded 
from financial systems globally, about 20 percent 
cite the long distances to reach access financial 
service as the prime reason for not having an 
account with a formal financial institution (Allen et 
al., 2012).  The literature suggests some proxies that 
commonly to capture outreach or access dimension 
are Automated Teller Machines (ATM) per million 
people and a number of bank Branches per million 

people. other indicators of banking sector outreach 
have been used geographic Automated Teller 
Machines (ATMs) per 1,000km2 and number of 
bank Branches per 1,000km2 (Beck, Demirgüç-Kunt 
and Levine, 2007; Ahamed et al., 2017; Sarma, 
2016; Gopalan and Rajan, 2018). Higher branch and 
ATM intensity in demographic and geographic 
indicate that greater access to financial services by 
households and enterprises (Gopalan and Rajan, 
2018). Viewed from the perspective cost, ATMs are 
much more cost-effective and require the least 
amount of investment commitment relative to 
establishing bank branches or allowing deposit-
taking functions  (Damar, 2006). 

We use ATM per 1,000km2 and bank branch 
100,000 adult to capture outreach dimension (Beck, 
Demirgüç-Kunt and Levine, 2007; Allen et al., 
2016; Sarma, 2016; Gopalan and Rajan, 2018). For 
usage dimension of financial inclusion we employs a 
number of deposit accounts per capita defined as the 
number of deposit account per 1,000 people.  

 
2.2 Bank Efficiency and Financial Inclusion  
The existing literature on the performance analysis 
of banks classified into several types: financial 
ratio(Ou et al., 2009) , SFA approach ((Fries and 
Taci, 2005; Abdul-Majid, Saal and Battisti, 2011; 
Alexakis et al., 2018), DEA approach (Berger, 
Hasan and Zhou, 2010; Mobarek and Kalonov, 
2014; Giordani and Floros, 2015). We use SFA 
measure efficiency. This model allows us to control 
for environmental factors by simultaneously 
estimating the parameters of the stochastic frontier 
and the inefficiency model, based on the assumption 
that efficiency differences between banking 
industries are determined by financial inclusion, 
macro indicator and bank-specific characteristics 
variables. We found that there was lack literature 
that discussed financial inclusion and efficiency, 
even though the literature that discussed directly 
analyzing costs  efficiency and financial inclusion 
did not yet exist, but there were several studies that 
had examined them separately. (Ou et al., 2009) 
investigating impact of ATM intensity on cost 
efficiency in Taiwan show that ATM intensity 
shows that ATM intensity positively impacts banks’ 
cost efficiency. But different result also evidence by 
(Damar, 2006) Using a Data Envelopment Analysis 
(DEA) approach The find that participation in shared 
ATM networks has failed to increase efficiency of 
small and medium-size banks in turkey. However, 
these studies do not include for any financial 
inclusion with many dimension directly in the 
estimated costs function or as directly influencing 
inefficiency. Our model below will improve on this 
earlier study by including for such usage and service 
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or outreach dimension of financial inclusion and 
considering their impact on cost efficiency. 
 

3 RESEARCH METHOD 

The study uses unbalanced panel data included 70 
countries from 2008-2016, which consist of 14091 
observations, obtained from 2606 CBs and 55 IBs. 
All data on the bank’s financial statements collected 
from Bureau van Dijk and Fitch Ratings (Abdul-
majid, Saal and Battisti, 2010;  Ahamed et al., 
2017).The macro data compiled from the World 
Development Indicators (WDI) World Bank. The 
variables used to measure financial inclusion 
compiled from the IMF FAS database  (Sarma, 
2016; Kim, Yu and Hassan, 2017).  

In our analysis, we estimate cost efficiency 
and measure impact financial inclusion on cost 
efficiency.  For cost efficiency, the frontier is 
defined by the potential minimum cost, and the 
actual cost lies above the minimum frontier owing to 
inefficiency, inefficiencies are measured in 
comparison with an efficient cost frontier.  Most 
studies on cost efficiency use data envelopment 
analysis (DEA) or stochastic frontier analysis (SFA) 
to calculate this frontier.  As a significant number of 
previous bank studies have adopted a cost function 
approach (Ferrier and Lovell, 1990; Fries and Taci, 
2005; Abdul-Majid, Saal and Battisti, 2011). A 
single equation stochastic cost function model 
described as: 

 
 ln 𝐶 ln 𝐶  𝑌  , 𝑊  , 𝛿 ; 𝐵  𝑢 𝑣 , 𝑖

 , … . , 𝑁, t  , … , time 
 
Where   𝐶  is the observed cost of bank𝑖 time 𝑡 , 

 𝑌   is a vector of output, 𝑊  is a vector of input 
prices 𝑖, 𝐵 is a vector of parameters to be estimated  
and 𝛿  is a vector of control variables that include 
bank-specific variables which are added to the 
model as they may explain part of the efficiency 
differences between banks. Next, 𝑣  is a two-sided 
error term representing the statistical noise, while 𝑢  
represents non-negative variables that account for 
inefficiency, for both assumed to be independently 
and identically distributed.  

Maximum-likelihood estimates are obtained by 
estimating a multiproduct translog cost function. The 
specified cost function including environmental 
variables can be written as: 

ln 𝑇𝐶  𝛼  𝛼  𝑙𝑛 𝑦 𝛽 𝑙𝑛𝑤  

 
1
2

𝛼  𝑙𝑛 𝑦 𝑙𝑛 𝑦

1
2

𝛽 𝑙𝑛𝑤 𝑙𝑛𝑤  

𝑙𝑛 𝜒 𝑙𝑛𝑦 𝑙𝑛𝑤  

 𝜃 𝑡
1
2

𝜃 𝑡

𝜑 𝑙𝑛 𝑦 𝑡

𝜌 𝑙𝑛𝑤 𝑡 𝜁 𝑍

𝜀 𝑢 𝑣  
Where, 
 

𝑤  and 𝑇𝐶  

 
Where ln 𝑇𝐶  is is the observed total cost of 

firm i,  𝑦  is the m-th output, ln   𝑤  is n-th input 
price, 𝑍  represent other explanatory variable that 
effect the total cost, T is a time trend that capture for 
technological change and 𝛼, 𝛽, 𝜒, 𝜃, 𝜑, 𝜌 and 𝜁 is 
parameter to be estimated . The components of 
composite error term  𝜀 𝑢 𝑣   𝑢  capture cost 
inefficiency and   𝑣  is a random error. The cost 
function is assumed to be non-decreasing, linearly 
homogenous and concave in input prices, which is 
satisfied if each of the βn  is  non negative they 
combine to satisfy the  homogeneity constraints,  
∑ 𝛽 1 We simplify by imposing symmetry 
constraints,  𝛼  = 𝛼  and 𝛽   𝛽 . 

Measurement of cost efficiency requires 
data on total costs, outputs and input prices. The 
dependent variable is total cost (TC), which includes 
both interest and operating costs, bank outputs as 
loans for conventional banks or financing for Islamic 
banks (𝑌 ) and other earning assets (𝑌 ) . While input 
included price of funds (𝑤 ) equals total interest 
expenses on deposit and non-deposit funds divided 
by total deposit, price of labour (𝑤 ) equals total 
expenditure on employee, such as salaries and 
allowances over total asset.  Price of capital (𝑤 ) 
equal other operating expenses over fixed asset.  

Furthermore, we included bank specific 
variable, used profitability measured by the Return 
on Average Equity (ROAE) (ζ1), loan quality (ζ2) 
measured by the ratio of non-performing financing 
or loans to total financing for Islamic bank and total 
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loan for conventional bank (Abdul-majid, Saal and 
Battisti, 2010). Furthermore, we use Islamic bank 
dummy (ζ3) to capture differences in bank 
characteristics and operating environment that may 
influence costs.(Abdul-Majid, Saal and Battisti, 
2011; Alqahtani, Mayes and Brown, 2016) 

To investigate the factors that are correlated 
to bank inefficiencies 𝑢  , we use the single step 
estimation of the cost function and inefficiency 
function. The inefficiency component 𝑢  is 
assumed to be a   function of set of explanatory 
variables 𝛿  and a vector of coefficients (𝜆) to be 
estimated. In other words: 

𝑢  𝜆𝛿 𝜔  
 
There are several variables included in our 

model that variables grouped into two categories. 
The first category is the macroeconomic condition 
and consists measured by GDP growth(𝛿  and 
individual using internet per % of  Population (𝛿 . 
This variable explains the macro conditions under 
which the bank operates. We suggest that it will help 
facilitate financial inclusion, in general  play a 
critical role in improving efficiency.(Thompson and 
Garbacz, 2007; Gopalan and Rajan, 2018).  We 
expect to help to reduce cost inefficiency. 

The second category is financial inclusion, 
included two dimensions: the first concerns the 
outreach or access to financial services measured by 

automated teller machines (ATMs) per 
1,000km2  𝛿  and a number of bank branches 
100,000 adult (𝛿  (Beck, Demirgüç-Kunt and 
Levine, 2007; Amidžić, Massara and Mialou, 2014) 
We suggest that ATM density have negative impact 
on bank inefficiency 

Next, several studies have identified branch 
expansion as a negative factor for bank efficiency as 
it can lead to cost increases, particularly with respect 
to employees and fixed assets ( Bernini and Brighi, 
2017). Further, geographical distance between 
branches and head office is also identified in the 
literature as a negative factor for the efficiency of 
banks due to higher informational and agency costs  
(Bikker and Bos, 2008).We expect branch density 
have positive impact on cost inefficiency. 

While the second relates to the use of 
financial services proxied by deposit account per 
1,000 adult ( 𝛿  (Sarma, 2016; Gopalan and Rajan, 
2018)  . Bank collects deposits and makes it a source 
of funding to loans and investment. Han and 
Melecky (2014) found that financial inclusion  will 
provide banks new sources of funds more cheaper 
and more insensitive to risk.Poghosyan and Čihak 
(2011) also confirm that banks depending 
extensively on wholesale funding are more exposed 
to distress than those banks that are mostly 
depending on retail deposits.

 
Table 1: Descriptive statistics for sample Bank, Macro and Financial Inclusion Indicator, 2008–2016 

Symbol Variable Mean SD Min Max 

TC 
Total Cost (US 
$ ,million) 

2503.484 11064.68 0.09 169702 

  
 Bank Output 

Y1 
Loans  (US$, 
million ) 

38448.9 190276 0.84 2700000 

Y2 

Other earning 
Asset  (US$, 
million ) 

21077.5 94348.9 0.45 1600000 

 

 
Cost of bank 
inputs 

    

W1 
Price of deposit  
(US$, million ) 

0.062 0.0977 0.000091 0.985 

W2 
Price of  labor  
(US$, million ) 

0.0207 0.029 2.30E-06 0.802 

W3 
Price of 
physical capital 
(US$, million ) 

0.064 0.0923 0.0054 1.26 

 

 Bank-Specific Variable 
ζ1 ROAE (US$, 0.063 0.375 -26.34 6.49 

Financial Inclusion and Bank Efficiency

1297



 

million ) 

ζ2 
Islamic Bank 
dummy 

0.132 0.114 0 1 

ζ3 
Loan quality  
(US $, million) 

0.074 0.102 0 1 

 
 Macro Indicator 
δ1 GDP growth  2.74 3.556 -12.71 25.56 
δ2 Individual 

Using Internet  
per % of  
Population  

51.56 24.74 1.26 97.3 

 
 Financial Inclusion Indicator 

δ3 

Bank branches 
per 100,000 
adults 

68.6 42.236 2 168 

δ5 
ATM per 1,000 
km2 

24.45 28.6 0 112 

δ7 

Deposit  
accounts per 
1,000 adults 

55.79 36.17 5 187 

Source : data bank  scope and Fitch rating 
 

4 FINDING 

Table 2: Maximum Likelihood Estimates : 2008-
2016 

Coefficient 
Estimated 
Value  SE 

GDP growth -0.083*** 0.010
Ln Individual Using 
Internet  per % of  
Population -0.495*** 0.079
Bank branches per 
100,000 adults   0.006*** 0.002
Country with  Islamic 
Bank (Dummy) * Bank 
branches per 100,000 
adults   

0.031*** 0.011 

ATM per 1,000 km2  -0.092*** 0.007
Country with  Islamic 
Bank (Dummy)  * ATM 
per 1,000km2 -0.123** 0.052
Deposit  accounts per 
1,000 adults -0.840*** 0.093
Country with  Islamic 
Bank (Dummy) * 
Deposit  accounts per 
1,000 adults 

-0.045*** 0.009 

Constant 2.585*** 0.365
  
Log likelihood -6861.07 

Number of observation 14,091  
LR test 737.1***  

 
Table 2 shows the maximum likelihood in 

analyzing the effect of financial inclusion on bank 
efficiency, for  GDP growth 𝛿 , has a negative and 
significant impact on banks’ inefficiency. Our 
results are in line with previous studies (Fries and 
Taci, 2005) who has a negative relation on banks’ 
cost inefficiency. Higher GDP growth stimulates 
investment which increase the volumes of banking 
business in terms of traditional loan-deposit services 
and non-interest generating activities reduces bank 
costs and leads to an improvement in bank 
efficiency. Internet 𝛿  has negative sign, this result 
indicate technology shift reduce cost and make 
operational activities more efficient. 

Bank branches per 100,000 adult 𝛿 , has 
positive with bank cost inefficiency its means the 
growth in the number of branches in the banking 
network will significantly increase costs. In line with 
(Ou et al., 2009; Bernini and Brighi, 2017).Indicate 
establishing a full-service branch requires more 
costs for work and operating activities, besides that a 
branch has a limited time for operations   

The coefficient of ATM per 1,000 km2 𝛿  is 
negative significant to bank  inefficiency. A higher 
ATM per 1,000 km2 indicates greater substitution 
effect onto the labor force. Strengthen  by previous 
finding 𝛿  ATMs may overcome the restrictions of 
traditional branch offices such as limited hours, 
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finite banking sites, lower productivity, and slow 
processing speed. Thus, banks with a considerable 
human capital are facing pressures to improve 
operating efficiency and reduce cost. Support by 
Berger, Hasan and Zhou (2010), examines the 
economic effects on technological progress of the 
US banking industry. He argues that advances in IT 
appear to have increased productivity and economies 
of scale in processing electronic payments and 
reduce cost significantly.   

Deposit account per 1,000 adults 𝛿 , have 
negative correlation with bank inefficiency because 
an inclusive financial sector banks will have greater 
access to a large pool of customer deposits, leading 
to less volatile customer deposit funding for banks. 
More stable customer deposit funding should have a 
positive effect on bank operating efficiency. 
Supported by (Han and Melecky, 2014), inclusive 
finance will provide banks with the opportunity to 
get cheaper funding from previously untouched 
sources of funds, in addition to retail funding 
cheaper and more insensitive to risk. The lower 
coefficient Deposit account per 1,000 adults in 
Islamic banks-countries 𝛿  𝛿   indicate an increase 
in deposit accounts expanding with Branch is 
relatively more costly than  other banks. This 
happens because Islamic banks are new in the 
market and have limited equity to make expansion 
beside that Islamic bank are limited in term 
investment and expertized make costly. Similar with 
Alqahtani, Mayes and Brown (2016), who 
empirically reviewed the operational activities of the 
Islamic Finance. The IF institutions operate cost 
efficiently, whereas conventional banking is more 
cost efficient in dual banking countries where there 
is no significant difference between business 
orientation and stability  
 

5 CONCLUSIONS 

This study uses Stochastic Frontier Analysis to 
investigate the impact of financial inclusion on bank 
cost efficiency using an international sample of 
2,207 banks in 70 countries for the period 2008-
2016. The results show that the dimensions of 
services proxied by ATMs per 1,000 km2 have a 
negative relationship with the efficiency of bank 
costs, while branches of 100,000 adults have a 
positive relationship with the inefficiency of bank 
costs. this is because for establishing a full-service 
branch requires more costs for employee and 
operations. furthermore, a Negative relationship 
between ATMs and inefficiencies shows a greater 
substitution of the effect of labor use. For the 

dimensions of use proxied by deposit accounts per 
1,000 adults shows a negative relationship with this 
inefficiency indicates the higher use of financial 
services can reduce bank costs due to increased bank 
funding sources 

Greater financial inclusive environment give 
more opportunities banks have access to funding that 
is cheaper and more stable from customer deposits 
that were previously untouched. This gives an 
advantage to banks to run efficient operational 
activities, besides the use of technology such as 
ATM is helpful in increasing productivity so that 
further technological innovation is needed to further 
optimize the bank's performance.  

Considering the evidence that impacts financial 
inclusion on cost efficiency. there are two important 
goals for the governments and financial institutions. 
First, policymakers should introduce more 
competition in the banking system, raising financial 
infrastructure and enhancing the efficiency of the 
legal system to promote better financial inclusion 
considering the numerous benefits that can be 
obtained. Second, financial products and services are 
innovations based on technology must be improved 
which improves productivity and cost efficiency. 
These steps will have a positive impact on financial 
inclusion, which in turn can promote economic 
development. For future research, we recommended 
using a multidimensional index of financial 
inclusion to measurement financial inclusion and 
using more dimension to view on another 
perspective  to continue this research. 
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Abstract: The purpose of this study was to determine the effect of earnings per share (EPS), price earnings ratio 
(PER), dividend pay-out ratio (DPR), interest rate (IR), and net profit margin on stock prices in the Jakarta 
Islamic Index (JII) stock group. This study uses multiple regression analysis. The research data passed the 
classic assumption test. The research model fulfills the Goodness of Fit criteria, with the variability of the 
independent variable to the stock price of 76.3 percent. Based on multiple regression tests it was found that 
EPS and DPR significantly influence on stock prices in the JII stock group, while the other factors have no 
effect. Theory and previous research state that interest rates have a negative effect on stock prices. However, 
this study found the opposite and not significant. 

    

1 INTRODUCTION 

Many factors influence stock prices on the stock 
exchange. These factors can occur from internal 
companies and external companies. External factors 
are bank interest rates, inflation and oil prices. 
Company performance, earnings per share, and 
dividends are examples of causes from internal 
companies (Kumar, 2017). 

Up and down stock prices can indicate company 
performance. If the stock price rises indicate good 
company performance. Investors expect to be able to 
get dividends, so they scramble to buy shares of 
companies that are performing well. Conversely, 
stock prices that tend to fall continuously indicate 
that the company's performance is not good, such as 
the example of BUMI's shares in Indonesia Stock 
Exchange (Ariyanti and Sulasmiyati, 2016).  

Smart investors analyse stocks before investing. 
Fundamental analysis is an analysis of the 
company's financial performance (Schlichting, 
2013). Some of the company's financial performance 
analysed in this study are earnings per share (EPS), 
price earnings ratio (PER), dividend pay-out ratio 
(DPR), and net profit margin (NPM).  

Some previous researchers found that EPS has a 
positive and significant effect on stock prices 
(Ariyanti and Sulasmiyati, 2016); (Margareta and 
Firzitya, 2015); (Kumar, 2017); (Bhattarai, 2014) 
and  (Viandita and Husaini, 2013). Previous 
researchers on PER found that PER has a positive 
and significant effect on stock prices (Suselo et al., 
2015); (Zuliarni, 2012) and (Viandita and Husaini, 
2013). On the other hand, the negative influence of 
the DPR on stock prices was found by several 
researchers such as (Zuliarni, 2012) and (Hunjra et 
al., 2014). The dividend pay-out ratio was tested in 
mediating the relationship of debt to equity, total 
asset turns over, and total assets to the stock price 
not proven (Wijaya, 2017). Based on previous 
research, inconsistencies in results between 
researchers occurred. Therefore, this research is 
important to do. 

2 THEORICAL FRAMEWORK 

2.1 The Previous Theory 
The selection of stocks that are potentially profitable 
for investors needs to use fundamental analysis. 
Fundamental analysis based on company 
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performance. Source of fundamental analysis data 
come from financial statements. A good company 
will certainly be reflected in good financial 
statements. Good financial reports show good 
corporate performance. Good performance will 
generate company profits that can also distribute 
dividends to investors. The choice of a company that 
performs well like this has the potential to produce 
an attractive level of profit for investors (Budiman, 
2018).  

The Signalling Theory discovered by Spence in 
1973 found that the equilibrium of several 
companies to the market was different. Companies 
can provide positive signals through good 
performance from their financial statements, so the 
market will respond well too. Conversely, poor 
company performance will be responded to poorly 
by the market (Spence, 1978). The good 
performance of the company is usually called good 
news by investors. This is because it will have a 
positive effect on the company's stock price, and the 
profits will usually be shared with shareholders in 
the form of dividend distribution. Managers must 
work well to produce optimal performance. 
Managers, owners, and investors who have 
"Contracting Relationships" examined by Jensen and 
Mekling (1976) find a pattern of relations between 
agents (managers) and principals (owners) known as 
the Theory of the firm (Jensen and Meckling, 1976).  
 
2.2 Measurement and Analysis of Financial 

Performance 
The company is successful if the company has 
achieved a certain predetermined performance. 
Financial performance measurement is carried out 
simultaneously with the analysis process of financial 
performance assessment critically, which includes a 
review of financial data, calculation, measurement, 
interpretation, and providing solutions to the 
company's financial problems in a certain period 
(Hery, 2016). One of the financial performance 
analysis techniques is financial ratio analysis. 
According to Hery, financial ratio analysis is an 
analytical technique used to determine the 
relationship between certain posts in the balance 
sheet and profit loss. 
The company conducts financial ratio analysis every 
year, it can be studied the composition of changes 
and can determine whether there is an increase or 
decrease in the financial condition and performance 
of the company during that time. Broadly speaking 
there are five types of financial ratios (Hery, 2016). 
namely liquidity ratios, solvability ratios, activity 
ratios, profitability ratios, and valuation ratios or 
market size ratios. One type of profitability ratio is 
the ratio of operating performance. This ratio is used 

to evaluate profit margins from sales operations 
activities. This study uses a net profit margin ratio in 
measuring operating performance. Whereas the 
valuation ratio uses earnings per share, price 
earnings ratio, and dividend payout ratio. 
 
2.3 Stock Prices 
Stock prices can be influenced by the strength of 
demand and supply on the stock market. Stock 
prices can be influenced by the strength of demand 
and supply on the stock market. In addition, stock 
prices are also influenced by many factors. Some 
previous researchers have found many antecedents 
that influence stock prices. When viewed outline, 
these factors are divided into internal and external 
factors of the company. Internal factors are much 
influenced by the company's financial performance, 
while external factors are influenced by the macro 
conditions of a country. 
 
2.4 Earnings per Share (EPS) 
EPS is a ratio to measure the success of a company's 
management in providing benefits to ordinary 
shareholders. This ratio shows the relationship 
between the amount of net income and the share 
ownership in the investee company (Hery, 2016). 
Previous research has found that earnings per share 
had an effect on the closing price of the price of 
stock companies (Margaretha, 2015). The higher 
EPS will attract investors' attention in investing, 
because high EPS is one indicator of the success of 
a company, so that more investors who are 
interested in buying shares will have an impact on 
rising stock prices (Fahmi, 2012). 
Based on forgoing, the following hypothesis was 
proposed: 
H1: Earning per Share and Stock Prices are 
significantly positively influenced.  
 
2.5 Price Earnings Ratio (PER) 
PER is a ratio that shows the results of a comparison 
between market prices per share with earnings per 
share. In other words, the stock price of an issuer is 
compared to the net profit generated by the issuer in 
one year (Hery, 2016). Information on the amount of 
PER, this tells whether the stock price of a company 
is quite valued, undervalued, or too high and this can 
have an impact on stock prices (Kumar, 2017).  
Based on forgoing, the following hypothesis was 
proposed: 
H2: Price Earnings Ratio and Stock Prices are 
significantly negatively influenced. 
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2.6 Dividend Payout Ratio (DPR) 
DPR is a ratio that shows the results of a 
comparison between cash dividends per share with 
earnings per share. This ratio describes the amount 
of profit from each share allocated in the form of 
dividends (Hery, 2016). Memon et al found that 
DPR had significant impact on stock prices (Memon 
et al., 2017).  
Based on forgoing, the following hypothesis was 
proposed: 
H3: Dividend Payout Ratio and Stock Prices are 
significantly positively influenced 
 
2.7 Interst Rate 
Rakhimsyah and Gunawan found that interest rates 
did not affect stock prices (Rakhimsyah and 
Gunawan, 2011). (Subing and Kusumah, 2018); 
(Purnamawati and Werastuti, 2013) found that 
interest rate did not impact the stock price of the 
company. 
Based on forgoing, the following hypothesis was 
proposed: 
H4: Interst Rate and Stock Prices are not influenced 
 
2.8 Net Profit Margin (NPM) 
 
(Roesminiyati et al., 2018) found that NPM have a 
positive significant effect on stock price in 
automotive sector in Indonesia Stock Exchange. 
(Dita and Saifi, 2017) also found that NPM have a 
positive significant effect on stock price in 
companies at Utility, Infrastructure, and 
Transportation sector.      
Based on forgoing, the following hypothesis was 
proposed: 
H5: Dividend Payout Ratio and Stock Prices are 
significantly positively influenced 

3 RESEARCH METHOD 
 
3.1 Population and Sample 
Population is the whole element that you want to 
predict its characteristics. Not all elements or 
subjects to be examined can be observed properly, 
this is because of limitations, therefore a study needs 
to be taken from the population sampling. While the 
sample is part of the population to be tested for its 
characteristics (Suliyanto, 2018). The population 
used in this study is as many as 30 companies whose 
shares have been included in the Jakarta Islamic 
Index for the 2014-2017 period. Samples taken from 
the population using a non-probability sampling 
technique with a purposive sampling approach. This 

approach is a method of selecting samples based on 
certain criteria (Suliyanto, 2018). The criteria that 
form the basis of sample selection are: 
1. Companies listed in the Jakarta Islamic Index 

on the Indonesia Stock Exchange, 

2. Shares traded during the 2014-2017 
observation period for the most active 
companies. 

3. Data needed is available on the website 
www.idx.co.id. 

Based on the criteria specified above, a sample 
of 17 companies was obtained for the 2014-2017 
observation period, then 10 (ten) large capitalized 
companies were taken. 

 
3.2 The Data Analysis Method 
3.2.1 Regression Analysis 
This study uses a multiple regression analysis 
method. The regression equation used in this study 
is:                

Y = α + β1x1+ β2x2+ β3x3+ β4x4+ β5x5 + ε 
Remaks: 
Y  = Stock Price 
α  = intercept/Constanta 

β1, β2, β3, β4, β5 = partial regression coefficients of 
the dependent variable 

x1 = Earnings per Share (EPS) 
x2 = Price Earnings Ratio (PER) 
x3 = Dividend Payout Ratio (DER) 
x4 = Interst Rate 
x5  = Net Profit Margin (NPM) 
ε  = error for the i-observation 

 
3.2.2 Classic Assumption Test 
Multiple linear regression models can be called a 
good model if the model meets the classical 
assumptions (Sujarweni, 2016). The classic 
assumption test used are (Ghozali, 2016): 
1. Normality test aims to test whether in the 

regression model of the confounding or residual 
variables have a normal distribution. 

2. Multicollinearity test aims to test whether in the 
regression model used there is a correlation 
between independent variables. 

3. Heteroscedasticity test aims to test whether in 
the regression model variance from residual 
inequality occurs one observation to another 
observation. 

4. Autocorrelation test aims to test whether in the 
linear regression model there is a correlation 
between the confounding errors in period t with 
the interfering error in period t-1 (before).  
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3.2.3 Goodness of Fit 
1) Coefficient of Determination 

This test aims to measure how far the model's 
ability to explain the variation of the 
dependent variable. The small value of R2 
means that the ability of independent 
variables to explain the dependent variable is 
very limited. Conversely, if the value of R2 is 
close to one, it means that the independent 
variables provide almost all the information 
needed to predict the dependent variable. 

2) Simultaneous Significance Test (F Test) 
The F statistical test basically shows whether all 
the independent or free variables included in the 
model have a joint effect on the dependent 
variable. 
H0: b1 = b2 = ... = bk = 0, meaning whether all 
independent variables are not significant 
explanations of the dependent variable. 
HA: b1 ≠ b2 ≠ ... ≠ bk ≠ 0, meaning that all 
independent variables simultaneously are 
significant explanations of the dependent 
variable. 

d. Significant Individual Parameter Test (t Test) 
The t statistical test basically shows how far the 
influence of one independent variable / 
explanatory individually in explaining the 
variation of the dependent variable. 
H0: bi = 0, meaning whether an independent 
variable is not a significant explanation of the 
dependent variable.  
HA: bi ≠ 0, meaning that the variable is a 
significant explanation of the dependent 
variable. 

4 ANALYSIS AND RESULTS 

Based on the results of the classic assumption test, 
the following results are obtained: 
1. One-Sample Kolmogorov-Smirnov Test 

Normality Test obtained the Sig. (2-tailed) of 
0.200 > 0.05. This means that standardized 
residual values are declared to spread normally. 

2. The results of the calculation of Tolerance value 
indicate that there is no independent variable 
that has a Tolerance value of less than 0.10 and 
the value of Variance Inflation Factor (VIF) has 
a VIF value of more than 10. So, it can be 
concluded that there is no multicollinearity 
between independent variables in the regression 
model. 

3. Based on the Heteroscedasticity test with the 
Glejser method it is known that the regression 

model does not occur symptoms of 
heteroscedasticity. This is because of the Sig. 
independent variables on residual absolute > 
0.05. 

4. Autocorrelation test results using the Durbin 
Watson method, obtained a DW value of 2.073 
Because the DW value is 2.073 located between 
dU and 4-dU, it can be concluded that the 
regression equation model does not contain 
autocorrelation problems. 

 
Table 1: Determination Coefficient Results 

 
Based on Table 1 we see the Adjusted R-Squere 
value is 0.763. This means that 76.3% of the stock 
price variable can be explained by variations in the 
five independent variables, namely EPS, PER, DPR, 
interest rates and NPM. While the remaining 23.7% 
is explained by other reasons outside the model. 

 
Table 2: F Test Results 

 
 
Based on the ANOVA test results in Table 2, the 
calculated F value is 26.067 with a significance 
value of <0.05, then the regression model can be 
used to predict that EPS, PER, DPR, interest rates 
and NPM. together influence stock prices. 
 

Table 3: The Results of t Test 

 
In Table 3, it can be seen that of the five 

independent variables, the EPS and DPR variables 
show a sig value of < 0.05, it can be concluded that 
EPS and DPR variables have a significant effect on 
stock prices. While the significantly of PER, Interest 
Rate, and NPM variables are > 0.05, it can be 
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concluded that the effect of the PER, Interest Rate, 
and NPM variables on the Stock Price is not 
significant.  
Based on the table above the multiple linear 
regression equation is made as follows  
Y= 7.068 + 0.002X1 + 0,004X2 + 0.014X3 + 0.200X4 
– 0.004X5 + ε 

5 DISCUSSION 

1. The results of this study are specifically about 
EPS and DPR variables. This study found that 
the two variables had a significant positive 
effect on stock prices. This is in line with the 
findings from (Ariyanti and Sulasmiyati, 2016); 
(Margareta and Firzitya, 2015); (Bhattarai, 
2014); (Wijaya, 2017); and (Viandita and 
Husaini, 2013). This is also support with the 
previous theory about signalling theory. If EPS 
and DPR is a good performance than previous 
year (good news) the investor will buy this 
stock. This activity makes the demand of buyer 
increase and the consequence is the price of 
stock will also increase. This increase in stock 
prices is due to a signal of good corporate 
performance (good news).  

2. PER, Interest Rate, and NPM theoretically 
influence stock prices. In this study it was found 
instead. PER, Interest Rate and NPM have no 
effect. PER is the price ratio compared to 
earnings. This means that the greater the PER of 
a stock means the share price is getting more 
expensive. This is useful to compare the price 
level of the stock is expensive or cheap.  

3. Interest Rate has a negative effect on stock 
prices. The findings in this study are just the 
opposite that Interest Rate has no effect. The 
rising Interest Rate will have an impact on the 
increase in operating costs for the company. 
The company's operating costs rise, it will 
reduce the company's profits. Then the effect of 
the IR increase on the stock price will turn 
around or reduce the stock price. This can be 
attributed to the research area are stocks in 
sharia groups, especially in the JII group 
(Jakarta Islamic Index). The criteria for stocks 
that are categorized as sharia include not 
developing their business with interest, because 
interest declared by the Indonesian Ulema 
Council is prohibited.  

4. NPM affects stock prices. The higher the NPM 
value, the stock price will also increase. This is 
related to the company's performance as seen 

from the numbers at NPM. The company's 
profit rises high, so investors will scramble to 
hunt for shares because of the high performance 
and profit potential that can be obtained through 
dividends or price changes due to the very high 
demand from investors for this stock. This 
research shows the opposite direction. The 
negative NPM relationship with stock prices, 
although not significant. This finding needs to 
be reviewed for the next study considering the 
relationship opposite to stock prices.  

CONCLUSIONS 

The test results with multiple linear regression 
analysis can be concluded as follows: 
1. EPS and DPR variables had a significant 

positive effect on stock prices. 
2. PER, Interest Rate and NPM have no effect on 

stock prices. 
 
Limitation of this research 
This research used five variables such as EPS, DRP, 
PER, Interest Rate and NPM. The other variables 
are potential to do the research for examples Return 
on Asset (ROA), Return on Equity, and inflation. 
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Abstract: Cash waqf is one of a solution to social problems in Indonesia. However, the potential for collecting cash 
waqf is not the same as the realization. The low of intention to pay from the community towards cash waqf 
was indicated to be one of the causes. This intention was related to the community religiosity. On the other 
hand, history told about the role of women in the development of cash waqf was large and important. The 
purpose of this research was to analyze how much the community intention to pay on cash waqf based on 
religiosity and gender perspectives. Primary data were collected from 146 respondents. The dependent 
variable in this research was the intention to pay. While the independent variables were religiosity and gender. 
Data were analyzed using logistic regression analysis. The results showed that gender variable did not affect 
the intention to pay on cash waqf. Meanwhile, the religiosity variable had a positive effect on the intention to 
pay. Based on this independent variable, respondents had opportunities about more than 50 percent in case of 
the intention to pay on cash waqf. 

1 INTRODUCTION 

The Indonesian economy in recent years shows stable 
growth, which is in the range of 5-6 percent 
(www.bappenas.go.id). Even though the poverty rate 
in Indonesia continues to decrease every year,  in 
March 2018, the number of poverty was 25.95 million 
people or 9.82 percent, which had decreased by 633.2 
thousand people compared to those recorded in 
September 2018 which reached 26.58 million people 
or 10.12 percent (www.bps.go.id). However, 
Indonesia is one of the poorest countries in the world, 
its rank is 88th according to the World Bank (Anita, 
2018). Poverty is one of the social problems and 
becomes a common enemy for all countries, 
including Indonesia. Poverty made a gap between the 
rich and the poor people wider.  Demands for 
prosperity in economic equality urgently needed in 
Indonesia. In fact, Indonesia has potential solutions to 
overcome these problems by using endowment 
money or cash waqf instruments (Medias, 2009). 

As one of the largest Muslim country in the world, 
Indonesia has the potential to be the largest collector 
and developer in developing the endowment money 
or cash waqf compared to other Muslim countries (M. 

N. R. Al Arif, 2012). Endowment money is so much 
easier and flexible since most the people are able to 
contribute by using cash as long as they have money 
(Osman, Mohammed, & Amin, n.d.). Endowment 
money or cash waqf as a financial instrument is 
classified as a new product in the history of Islamic 
banking pioneered by Muhammad Abdul Mannan in 
Bangladesh. Utilization of cash waqf can be divided 
into two, namely the procurement of private and 
social goods. Therefore, cash waqf is considered to 
open up unique opportunities for the creation of 
investments in the fields of religion, education, and 
social services (Dahlan, 2017). 

In some developing countries such as Egypt, 
Jordan, Saudi Arabia, Bangladesh, and more 
countries have made cash waqf as one of their 
economics pillars (Fauza, 2015). The potential of 
Indonesian in using cash waqf if managed routinely, 
trustworthy, professionally and committed are able to 
save Indonesia from foreign debt. Most of the 
development in Indonesia financed by the debt. The 
management of cash waqf can minimize debt to 
multilateral institutions. This is because cash waqf 
has been able to complement state revenues besides 
taxes, zakat and other incomes (Kusumawardani, 
2015).  
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There is an anomaly in Indonesia, whereas the 
amount of collecting of fund from cash waqf program 
is lower than its potential.  Although, the 
empowerment of cash waqf in Indonesia has been 
formally formalized by very progressive legislation in 
regulating fiqh law, namely Law No.41 of 2004 
concerning waqf and Government Regulation No.42 
of 2006 concerning implementation guidelines (O. S. 
Arif, 2010). And legally, there are some of official 
waqf institutions in Indonesia, namely Islamic 
Financial Institutions (LKS) which have been pointed 
by the Minister of Religion of the Republic of 
Indonesia. Every of cash waqf that given by someone 
can be proven by giving a certificate by the legal 
institution (M. N. R. Al Arif, 2012).  

Meanwhile, the cash waqf collection in Indonesia 
is still not optimal yet, even though the distribution of 
cash waqf has been implemented. It is caused by the 
community intention of waqf so could not empower 
yet. The low accumulation of cash waqf funds 
illustrates that people's intention or desire to pay cash 
waqf is still low. From the data of the Indonesian 
Waqf Agency (Badan Wakaf Indonesia/BWI) in 
2017, the amount of cash waqf that succeeded to be 
collected was around 199 billion rupiahs. In which, it 
was very far from what BWI's predicted, which states 
that the potential of cash waqf in Indonesia able to 
reach 120 trillion rupiahs. This amount of money 
shows that public intention in making cash waqf was 
and still very low (Nuraini, Takidah, & Fauzi, 2018). 

On the other hand, there was a lack of 
understanding of cash waqf in Indonesia. This is can 
be seen from the trend of most of Indonesia people 
know about waqf only as limited to immovable 
property (Medias, 2009). In most cases, waqf in 
Indonesia is used for worship purposes such as the 
construction of mosques, prayer rooms, Islamic 
boarding schools, cemeteries, orphanages and so on. 
So that this does not have a significant impact on 
Indonesia's economic growth (Putri, 2015). 
Therefore, people's understanding of cash waqf must 
be improved and socialized. To overcome this 
problem, BWI has various programs to socialize cash 
waqf to the community, such as BWI goes to campus 
and BWI goes to community or other society  
(Haliding, 2018). 

Basically, in the implementation of productive 
waqf can be divided into two dimensions, namely the 
economic dimension as described previously and the 
religious dimension. Where religious dimensions 
have the meaning that, waqf carried out by a Muslim 
is a God’s command that needs to be done by every 
Muslim. This is a form of obedience of a Muslim to 
his God. So that from the waqf activity will get a 
reward from Allah SWT for carrying out and obeying 
His commands. This dimension of religion, shows a 
vertical relationship between mankind and its creator 

commonly known as hablun-minannas (Kurniawan, 
n.d.). Waqf is valued not only as ordinary charity, but 
a religious activity that can provide greater rewards 
for benefits, especially for beneficiaries. Because the 
rewards of endowments continue to flow as long as 
the assets represented can still be used continuously. 

Waqf management can be managed by male or 
female. In addition, the role of Muslim women is 
considered to have more high potential in developed 
and empowered waqf, especially cash waqf. 
Throughout Islamic history, women have a large 
contribution in the field of waqf (Ak, 2017). Recorded 
in Islamic history in the Mamluk era, 30 percent of 
the waqf administrators or Nazir were women. Based 
on the population growth projection of the National 
Development Planning Agency (BPPN), the Central 
Statistics Agency (BPS), and the United Nations 
Population Fund noted that in 2018 Indonesia's 
population reached 265 million, in which 131.88 
million of those numbers were women. So, women 
have a huge potential in doing waqf. 

Based on the previous explanation, the research 
related to the intention to pay on cash waqf in 
Indonesia and what factors influence it is very 
attractive for research. So, it is expected from this 
research can show the main factors that can influence 
the interest of the Indonesian people in making cash 
waqf. It is intended that the cash waqf in Indonesia 
can be maximally realized, realizing the huge 
potential of cash waqf in Indonesia. 

 

2 THEORETICAL FRAMEWORK 

In general, in terminology shara’ waqf is a type of gift 
which is carried out by holding (ownership) of origin 
(tahbis al asli), then making the benefits for the 
public. What is meant by the tahbis al asli, is holding 
things that have been waqf so that they are not 
inherited, sold, donated, mortgaged, rented or the like 
(M. N. R. Al Arif, 2012). In addition, other meanings 
of waqf are as one of the Islamic policies in the form 
of property that is given benefits to others. The Qur'an 
said waqf as al-habs, interpreted as personal property 
given for the public interest. The essence of waqf is a 
form of permanent goods in Islamic teachings as 
Amal jariyah (continuous) and as one of shadaqah 
jariyah (Kencana, 2015). 

Whereas according to Law No. 41 of 2004, waqf 
is a legal act of wakif to separate and/or give a portion 
of his property to be used forever or for a certain 
period of time in accordance with his interests for the 
purposes of worship and/or general welfare according 
to Islamic law. The introduction of cash waqf on May 
11, 2002, by the MUI fatwa. In the fatwa explained 
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that money is included in property that can be 
represented. Not only that, but the definition of 
money itself is also expanded not only in cash but also 
including securities such as shares. 

The level of understanding religion or religiosity 
of a Muslim is the extent to which a person 
understands and obeys and carries out all religious 
orders in social life. While, religion is a teaching that 
comes from God and has been contained in the holy 
book Al Qur'an which aims as a way of life for 
humans in order to achieve happiness in the hereafter 
(Sidiq, 2015). Religion is something that is very 
universal and has a significant influence on attitudes, 
values, and behavior of the people both individually 
and in groups in society. Religion has a very 
important role in one's life and can shape beliefs, 
knowledge, and attitudes. In a previous study by Sidiq 
(2015) said that religiosity or level of understanding 
can be referred to as a belief in God which is 
characterized by religious gain and enthusiasm. So 
that it can be concluded that, the stronger one's trust 
in God, the higher the level of religious 
understanding. One of the manifestations is, by doing 
things ordered by religion such as having 
representation. 

The function of the basic understanding of 
religion itself is to provide orientation, motivation, 
and help people to know and live something sacred. 
Through religious experience, namely the 
appreciation of the relationship between humans to 
God, humans can have the ability, ability, and 
sensitivity to know and understand the divine 
existence. Religion itself has constructive, regulative 
and formative power in building the order of life of 
the people. Basically, the level of understanding 
religion or religiosity covers all dimensions of all 
dimensions of human life (Ash-shiddiqy, 2017). 

In addition, the relationship between intention and 
waqf is also important, because intention is a 
motivation that encourages someone to encourage 
what they want to do if they are free to choose (Sidiq, 
2015). Intention in a large dictionary of Indonesian 
can be interpreted as a tendency of one's heart to be 
high towards a passion or desire. Intention is also said 
to be a person's tendency to choose to do activities. 
Another understanding of intention is a strong urge to 
do something to realize the achievement of goals and 
ideas that are desirable, including encouragement for 
the community to make cash waqf (Ash-shiddiqy, 
2017). 

The role of Muslims, both men and women in 
realizing the activities of representing money is very 
important. Comparison of the number of sexes 
between men and women in Indonesia is not too lame, 
namely from 265 million of that number, 49.8 percent 
or 131.88 million women are of the type. It can be 
seen that women's potential in representation is quite 

large. In the letter At-Taubah verse 71 which reads as 
follows: 
This is means: 

“The believing men and believing women are allies of one 
another. They enjoin what is right and forbid what is wrong 
and establish prayer and give zakah and obey Allah and His 
Messenger. Those – Allah will have mercy upon them. 
Indeed, Allah is Exalted in Might and Wise”. 
 

From the verse QS At-Taubah it can be seen that 
every human being, whether male or female, has the 
same rights and obligations in fulfilling the goodness 
of zakah, infaq, shadaqah, and waqf (ziswaf). The 
role of women as philanthropists or all activities of 
generosity in Islam has been carried out since the time 
of the Prophet Muhammad. Throughout Islamic 
history, women have a large contribution in the 
representation. At present, women are considered to 
have an important role in taking various household 
financial decisions. Based on a survey conducted by 
the Financial Services Authority (OJK), said that 51 
percent of family financial planning in making 
decisions was made by women. This shows that 
women have a dominant role in setting philanthropic 
budgets in a family both in the form of zakat and waqf 
(Ak, 2017). 

Previous research conducted by Ash-shiddiqy 
(2017), said that the benchmark for understanding 
one's religion can be seen from the dimensions of its 
religious practices, namely the extent to which a 
person performs his religious obligations such as 
zakah, infaq, shadaqah and waqf. Where the higher 
the level of understanding of someone religion, the 
more aware it will be in carrying out religious 
teachings as well as arising someone intention in 
conducting worship activities such as cash waqf. 
From this, it can be seen that there is a relationship 
between someone religiosity and the intention to pay 
cash waqf 
Ho1: Religiosity has no influence on someone's 
intention to pay on cash waqf  
Ha1: Religiosity has an influence on someone's 
intention to pay on cash waqf  
 

In addition, a previous study of the role of a 
woman in representing money was also carried out by 
Merlyana Fitriana Ak (2017). In his research, it was 
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stated that the characteristics of female muzzaki in 
Medan as philanthropists in Islam were productive 
age women 19-50 years old. But having a habit of 
saving is not routine, and the factors that influence the 
interest of muzzaki women in the city of Medan are 
income factors, monthly expenses, and age. As well 
as the second factor that affects is the level of 
education and saving habits. And the third factor that 
can influence is the condition of religious 
understanding as well as work factors and marital 
status. 
Ho1: Gender has no influence on someone's 
intention to pay on cash waqf 
Ha1: Gender has an influence on someone's 
intention to pay on cash waqf 
 

3 RESEARCH METHOD 

The method used in this study is a survey by 
distributing questionnaires to the research sample. 
The selection of samples in this study uses a 
purposive sampling method, which is to choose 
samples based on groups, regions or groups of 
individuals through certain considerations which are 
believed to represent all units of analysis that exist in 
this study. 

The research questionnaire was distributed 
randomly to Civil Servants (PNS) and the Republic 
of Indonesia Police (POLRI) who are work and 
domiciled in Jakarta. In this study also used 
regression analysis with the use of logistic models 
through the help of the SPSS program. 

Based on the description, by following the general 
form of logistics modeling, the research model used 
in this study is obtained as follows: 

 
Li = ln ( =β0+β1_determinants_of cash_waqf +  

 
In applying the dependent variable; the intention to 
pay on cash waqf will be obtained: 
 

A. Li = ln ( ;	if Civil Servants (PNS) and the 

Republic of Indonesia Police (POLRI) who are 
work and domiciled in Jakarta have the intention 
to pay on cash waqf 

B. Li = ln ( ;	if Civil Servants (PNS) and the 

Republic of Indonesia Police (POLRI) who are 
work and domiciled in Jakarta have no intention 
to pay on cash waqf 

 

The determinants of cash waqf are proxied by the 
level of religiosity and gender, so the model formed 
is as follows: 

 
Li = ln ( 	= β0+β1Religiosity+ β2Gender 

 

4 ANALYSIS 

In this study, there were 160 respondents filled out the 
questionnaire, but there were several questionnaires 
that were rejected because they were not in 
accordance with the sample criteria determined by the 
researcher. In addition, there were also respondents 
who sent more than one questionnaire with the same 
response. Therefore, as many as 14 questionnaires 
were rejected so the total questionnaires used as 
samples in this study were only 146 respondents, with 
female respondents as many as 76 people and 70 male 
respondents.  

In research which is using logit regression 
analysis, the analysis does not require classical 
assumptions testing, like in multiple regression 
analysis. The fit model research will be carried out by 
looking at the values of several test results as in table 
1 as follows: 

 
Table 1: Fit Model Tests 
Test Types Scores 

Nagelkerke R Square 0,256 

Hosmer and Lemeshow Test 0,065 

Omnibus Tests of Model Coefficients 0,014 

Source: Data Primer Diolah (2018) 
 

Based on table 1 it is known that the Nagelkerke 
R Square value is 0.256. This indicates that the 
intention to pay on cash waqf variable can be 
explained by its variables independent; in this study 
include gender and religiosity by 25 percent. Then, 
the Hosmer and Lemeshow Test value are 0.065 
where the value is greater than 0.05 (α = 0.05), means 
that the former model can be accepted because it is 
appropriate with the observational data. As well as the 
value of Omnibus Tests of Model Coefficients of 
0.014 where the value is smaller than 0.05 (α = 0.05), 
means that the independent variables from this study, 
religiosity and gender have an influence on the 
dependent variable, the intention to pay on cash waqf 
simultaneously 
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Table 2: Variable in the Equation 

 
 

Based on Table 2 above, it can be seen that the 
variable gender has no influence on the intention to 
pay on cash waqf of the Jakarta people. This is 
because the gender variable has a significant value 
greater than 0.05, which is 0.990. So that gender 
variable is not included in the model that forms 
opportunities for intention to pay on cash waqf. 

Table 2 also showed, religiosity variable has an 
influence on the intention to pay on cash waqf of the 
people of Jakarta. This is proven by the religiosity 
variable has a significant value smaller than 0.05, 
which is 0.002. The models formed from the test 
results are as follows:  
 

Li = ln ( =0,147 

Religiousity+  
In which; 

 
( 	=e0,147 

 
( 	=1,159 

P = 1,159 (1-p) 
    P = 1,159-1,159p 

                         p+1,159p =1,159 
                             2,159p = 1,159 

p=
,

,
 

p= 0,54 
 

Based on these calculations, it can be seen that the 
people of Jakarta who have the intention to pay on 
cash waqf because of their religiosity equal to 0.55 or 
54 percent in percentage. So, it can be seen that the 
opportunity of the people of Jakarta who have no 
intention to pay on cash waqf is around 46 percent. 
The trend of the Jakarta people to intention to pay on 
cash waqf will increase by 1,221 times if there is an 
increase in religiosity. So, religiosity is an important 

factor that determine Jakarta people to make 
decisions for having an intention to pay on cash waqf 
or no. 

5 RESULTS 

Religiosity is the main factor in forming someone's 
faith. The more a person understands his/her religion, 
the more they will be closer to the teachings of Islam. 
So, they will easy to obey their God and do the good 
things include cash waqf. This is also mentioned in 
previous research by Amalia (2017). In this study, it 
was stated that a cash waqf would be easier be done 
by people with a high faith condition. For example; in 
the month of Ramadhan, when someone would leave 
and go home from an Umrah or Hajj, and at 
retirement age, people would easily make waqf. A 
person in this condition of high faith is called a person 
with a theta condition. 

In addition, Islam considers the position of men 
and women in the same position, both are created by 
Allah SWT. Almost all Islamic laws and Shari'a 
contained in the Qur'an apply to Adam and Eve in a 
balanced manner, as well as in doing charitable 
activities. This is as mentioned in Q.S. Al Imran verse 
3: 195 as follows: 

 
 
 
 
 
 

This is means: 
“And their Lord responded to them, "Never will I allow to 
be lost the work of [any] worker among you, whether male 
or female; you are of one another. So those who emigrated 
or were evicted from their homes or were harmed in My 
cause or fought or were killed - I will surely remove from 
them their misdeeds, and I will surely admit them to gardens 
beneath which rivers flow as a reward from Allah, and 
Allah has with Him the best reward." 
 

The verse explains that, whether a man or woman 
has the same rights and obligations as a servant of 
Allah SWT in doing charity, so too is doing cash 
waqf. 

Therefore, women have equal equality with men 
in their intellectual potential. Like men, women also 
have the ability to think, learn and practice what they 
have learned from meditation and remembrance of 
Allah SWT (Wartini, 2013) 

 

q

 B S.E. Wald df Sig. Exp(B) 

95% C.I.for 
EXP(B)

Lower
Uppe

r

Step 1a 

Reli
giosi

ty 
.200 .065 9.337 1 .002 1.221 1.074 1.389

Gen
der(
1) 

-.014 1.135 .000 1 .990 .986 .107 9.123

Cons
tant 

-
1.901 

1.726 1.213 1 .271 .149   

a. Variable(s) entered on step 1: Religiosity, Gender. 
Sumber : Data Primer Diolah (2018) 
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6 CONCLUSIONS 

Based on the description above the opportunity of the 
Jakarta people who have an intention to pay on cash 
waqf not influenced by someone's gender, because the 
thing that distinguishes from one person to the 
another in doing charity is only their faith.  

While the opportunity for the Jakarta people who 
have an intention to pay on cash waqf influence by 
their religiosity held at 0.54 or 54 percent. So that we 
can find out the opportunities of people who have no 
intention to pay on cash waqf due to a lack of 
religiosity is 46 percent. 

One of the things that need to be done by 
regulators, in Jakarta case, is Wakaf Agency (BWI) 
of Jakarta and the Provincial Government (Pemprov) 
of Jakarta, should be more active in inviting clerics or 
community role models to remind the Jakarta people 
about what is allowed and prohibited in Islam. So, 
when a person's level of faith increases, 
understanding of cash waqf will also be opened so the 
intention to pay on cash waqf is increasing too. 

In addition, the role of the government, especially 
the Jakarta Provincial Government, is also needed to 
increase the intention to pay on cash waqf of Jakarta 
people, by providing socialization about cash waqf 
and how to do it, which can be started from the 
smallest community, such as the Neighborhood 
Association (rukun tetangga/RT),  Citizens 
Association (Rukun Warga /RW), Kelurahan, 
Kecamatan, Kotamadya and also the province. 
Cooperation between institutions can also be 
implemented between waqf and educational 
institutions by creating waqf curriculum for 
Elementary, Junior, and Senior High Schools or 
Universities. 
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Abstract: Islamic philanthropic funds are known as Zakat, Waqf (Endowments), Infaq and Shadaqah can be used as a 
mechanism of poverty alleviation and income distribution. Decision making for Islamic philanthropic fund 
allocation as the initial stage of forming behavior, starting from knowledge about Islamic philanthropy as 
the main thing of attitude regarding o the allocation of social funds as Islamic philanthropic fund. Lack of 
knowledge of Islamic philanthropy can lead to a minimum acceptance of Zakat, Infaq, Sadaqah, and Waqf 
as endowments fund. The purpose of this study was to determine the effect of knowledge on the allocation 
of Islamic philanthropic funds of Muslim communities. The method used is a descriptive method with a 
quantitative approach. This research was carried out on the Moslem people who allocated their Zakah, 
Infaq, Shadaqah, and Waqf through the philanthropic institution was known as Dompet Dhuafa and Zakah 
Amil institution as known as LAZ Al-Azhar. Questionnaires, observation and in-depth interviews were used 
for data collection. The results of this study indicate that there is an influence of knowledge on the fund 
allocation of Islamic philanthropy in the Indonesian Moslem community. 

1 INTRODUCTION 

Since 1998, Compound Annual Growth Rate 
(CAGR) note that the poverty rate in Indonesia has 
fallen by 3.04%, whereas Indonesia's poor 
population reached 16.70 million of September 2017 
with a composition of 38.5% in the city and 61.5% 
in rural areas. (Bank Indonesia, 2018). Actually, 
poverty reduction can be done through income 
distribution between rich and poor people. This is in 
line with the findings of Bank Indonesia in 2017, 
which social assistance that grew by 6.96% per year 
had a high correlation with the decrease in the 
number of poor people by -0.54. This can be seen in 
the decline of poverty in rural areas by 3.29% and 
2.63% poverty reduction in the urban cities. 

As Islamic doctrine, fulfilling basic needs 
becomes the minimum standard which is an 
important element as mentioned in maqasid Syariah. 
Adequacy in a good standard of living (Nisab) is the 
most underlying thing in the income distribution-
redistribution system (Nasution., et al, 2007). Each 
person in the Muslim community must be 

encouraged to be able to achieve the minimum for 
basic fulfillment, then strive to be able to achieve the 
standards of living above assets ownership (Nisab). 
Islam has its own instrument to solve the problem of 
income distribution equalization and poverty 
alleviation, that known as Zakat, Infak, Sadaqah, and 
Waqf (ZISWAF) or known as Islamic philanthropy 
funds. The distribution of income in the context of 
the household will be strongly related to the 
terminology of shadaqah (alms) which can be 
understood in two aspects, namely obligatory alms 
(obligatory) and almsgiving (sunnah). The 
Indonesian Muslim community generally knows the 
obligatory alms instruments in the form of zakat 
while the alms of salvation (sunnah) are infaq, 
shadaqah (alms itself), waqf (endowments), and 
wills (wasiah). This terminology is known as ziswaf 
in Indonesia and Islamic philanthropy fund in 
general. 

Islamic philanthropy is a worship that contains 
two dimensions, namely hablummina Allah or 
vertical dimensions (between human and God) and 
hablumminannas or horizontal dimensions (between 
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human and another human being). Zakah, as one 
component of Islamic philanthropy fund, is an 
obligation for Muslims who are considered capable 
(according to Islamic criteria) to issue between 2.5% 
-20% of the proportion of their assets to be 
distributed to those who are entitled to receive the 
zakah as mentioned in Al-Qur’an. In the vertical 
dimension, when Zakah, Infaq, Shadaqah, and Waqf 
(endowment) is fulfilled according to Shari'a 
guidance, it will improve the quality of faith, cleanse 
and purify the soul, will develop and endow 
possessions also. 

In several studies, Islamic philanthropy fund 
experienced very rapid progress in Indonesia. 
However, behind that rapid progress, there are still 
many problems that need to be resolved. Some 
problems as like as the weakness of public attention 
towards zakah are the gap in the reception of zakah 
potential and collection of zakah its self. (Huda et al, 
2013). The results of research that conducted by 
BAZNAS and FEM IPB (2011) reported that 
Indonesia has the potential of zakat funds about Rp 
217 trillion per year. In 2011, the total collection of 
zakah, including infaq and shadaqah (alms) reached 
Rp 1,729 trillion only, which is less than 1% of the 
total potential availability of zakah. According to 
Jahar (2010), lack of coordination and less synergy 
between zakah institutions (amil) was the factors 
that caused the low realization of zakah collection 
and reception. In addition, the gap between the 
potential and realization of zakah collection and 
reception are due to the low attention and 
understanding of the Muslim community towards 
zakah, so it still needs to be improved (Huda et al, 
2013). For this reason, Hafidhuddin (2011) states 
that socialization and education to the community 
are some steps that can be taken to explore more the 
potential of zakah. It also related to the law and 
wisdom of zakah, the assets object that zakah must 
be issued as well as the procedures of zakah 
calculation. According to those issues, Islamic 
philanthropy fund's socialization and education of 
the community are closely related to the level of 
Muslim communities knowledge who allocate their 
fund to the Islamic philanthropy. 

 

2 THEORICAL FRAMEWORK 

Philanthropy interpreted as a conceptualization of 
voluntary giving practice, voluntary services, and 
voluntary associations to help other parties in need 
as expressions of love. Philanthropy in the sense of 
giving donations also equated with the term of 
charity (Kim Klein, 2001). The term philanthropy is 

interpreted with a sense of concern for human being 
fellows which manifested in the form of giving alms 
to others (Ilchman, 2006). 

The term philanthropy related to Islam shows 
that the practice of philanthropy in the Islamic 
tradition carried out through zakat, infaq, charity and 
endowments (Abu Zahrah, 2005). Then zakah, infaq, 
shadaqah (almsgiving), and waqf (endowments) is a 
manifestation of Islamic philanthropy. This term can 
help to bring up the discourse of Islamic generosity 
that can reach more discourse with wider issues. The 
problem will not be observed in terms of traditional 
discourse only, such as Islamic jurisprudence and 
Islamic ethics, but also can relate it with social 
justice, people's welfare, civil society, public policy, 
good governance and professional management 
issues. Those show that Islamic philanthropy as if 
utilized and optimized well, can be an alternative 
solution in alleviating poverty and income 
distribution.  

Islam advocates Muslims to be philanthropic so 
that the wealth does not only revolve among rich 
people (QS al-Hashr: 7). When explaining 
philanthropy, the Qur'an often uses the terms of 
zakah, infaq, and shadaqah (almsgiving) which 
contain the meaning of charity. Generosity in Islam, 
which includes broad dimensions of goodness such 
as zakah, infaq, shadaqah (almsgiving), and waqf 
(endowments) are terms that indicate the official 
form of Islamic philanthropy. This Islamic 
philanthropic system was then formulated by the 
jurists which reliance on the Qur'an and the hadith of 
the Prophet regarding detailed provisions, such as 
the types of assets, minimum levels, amounts, and 
other rules. 

Sometimes The Qur'an does not introduce the 
term of zakah, but alms. However, on the order of 
discourse, terms of zakah, infaq and alms is 
sometimes also contained special meanings and are 
also used differently (QS. At-Tawbah: 60). Zakah is 
often interpreted as an expenditure of property that 
is compulsory and as one of the pillars of Islam 
which count based on certain calculations. Whereas 
Infaq often refers to gifts that are not zakah, which 
are sometimes larger or smaller than zakat and are 
usually given for the public interest. For example, 
infaq for mushalla assistance, mosques, madrasahs 
or schools, and Islamic boarding schools. Alms 
usually refers to small amounts of charity that 
handed over to poor people, beggars, buskers, and 
others. Whereas waqf is almost the same as infaq, 
but has benefit-based with a lasting thing that can 
not be used based on its waqf contract; may not be 
traded and may not be inherited (Al-Makassari, 
2006). 

The urgency of philanthropy in Islam can be seen 
from the way of how Qur'an emphasizes the balance 
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between issuing zakat and establishing prayer. As 
strictly as the command regarding zakat, Qur'an 
repeats 72 times the command of zakat (ita az-zakat) 
and associates it with the command of prayer (iqam 
ash-shalat). In other hands, the word infaq with 
various derivation forms appears 71 times and the 
word Shadaqah (alms) appears 24 times which 
shows the meaning and activities of Islamic 
philanthropy. Then, prayer as the main pillar of 
Islam, so the practice of zakat is considered equal to 
the performance of prayer (QS al-Baqarah: 177). 

As mentioned, for Muslims, Islamic 
philanthropic fund allocation, better known as 
zakah, infaq, shadaqah (almsgiving), and Waqf 
(endowments) is something that is related to faith. 
So that the knowledge of that Islamic philanthropy is 
the basis for considering and then deciding to 
allocate individual finances to this Islamic 
philanthropy. This is according to the hierarchy of 
effect theory was introduced by Lavidge and Steiner 
(1961) which states that there are several mental 
stages in person after being exposed to marketing 
communications of a product or service, until he 
decides to choose and use the product. There are 
three stages in the model, namely the stages of 
cognitive, affective and behavior. In accordance 
with this study, which uses the cognitive stage only, 
that is the knowledge and behavior stage also like 
the decision. This study also uses the concept of 
marketing communication to explore the impact of 
knowledge in allocating a social fund of Islamic 
philanthropy.  

Marketing communication is defined as an 
application of communication that aims to assist 
marketing activities of a company which is a 
combination of five communication models in 
marketing, including advertising, sales promotion, 
individual sales, public relations, and direct sales so 
that the company's goals are achieved, namely an 
increase in income overuse of products or services 
offered (Kennedy and Soemanegara, 2006). 
Communication is needed in community life, the 
method of communication for Islamic philanthropy 
socialization to the community is a method that very 
helpful in developing Islamic philanthropy both 
from the government and social institutions also. 

Socialization, as defined by Veeger (1990), is a 
teaching and learning process, through individuals 
learning to become members of society, where the 
process does not solely teach patterns of social 
behavior to individuals, but also individuals develop 
themselves or carry out their maturation process 
(Setiadi, 2011). According to Notoatmodjo (2005), 
Knowledge covered in the cognitive domain has six 
levels, namely knowing, understanding, application, 
analysis, synthesis, evaluation. Decision making is 
defined as the selection of a decision or policy based 

on certain criteria. This process includes two or 
more alternatives because if there was only one 
alternative there would be no one decision to be 
taken (Dagun, 2006). 

Knowledge as a change in an individual's 
behavior that comes from experience. It shows that 
consumer knowledge as an amount of experience 
and information that someone knows about a 
particular item or service (Mowen, 2001).  Another 
opinion describes knowledge as information that a 
person keeps in his brain's memory, some of that 
information serves consumers to recognize the 
market, and this is referred to as consumer 
knowledge. (Engel, Blackwell and Miniard, 1994). 

 

3 RESULT AND ANALYSIS 

General characteristics of respondents in this study 
can be seen based on gender, age, education, 
employment, and monthly income. Following is the 
profile statistics table of respondents in this study 
along with the description. 

 
Table 1: Profile of Respondents 

Characteristic Total Percen
tage 

Sex 
Men  
Woman  
 

 
128 
61
  

 
67.7 
32.3 

Age 
18-25  
26-35  
36-50  
>50  
 

 
14 
41 
91 
43
 
  

 
7.4 
21.7 
48.1 
22.8 

Education 
Elementary/JuniorHS/S
eniorHS 
Diploma/Bachelor  
Magister/Doctoral 
 

 
8 
10 
2 
 
78 

 
4.2 
54 
41.3 

Employment 
Civil 
Servants/Army/Police
  
Employee 
Entrepreneur  
Others  

 
6 
114 
 
37 
32
  

 

 
3.2 
60.3 
 
19.6 
16.9 

Income 
≤ Rp. 5.000.000  

 
19 

 
10.1 
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5.000.001 - 8.000.000
  
8.000.001 – 10.000.000 
10.000.001 – 
15.000.000 
Above 15.000.001  

29
  
32 
 
51
  
58 

15.3 
 
16.9 
 
27 
 
30.7 

 
The table above shows that the majority of 

respondents are male, that is equal to 67.7 percent, 
while 32.3 percent are women. Most of the 
respondents were in the productive age of 77.2 
percent with a dominance of 48.1 percent in the age 
range of 36-50 years and 21.7 percent in the age 
range of 25-36 years and 7.4 percent in the age range 
of 18-25 years, while the other 22.8 percent were not 
in productive age. Most of the educational 
background taken by respondents is Diploma and 
Bachelor, which is as much as 54 percent, then 
followed by magister and doctoral graduates as 
much as 41.3 percent, then elementary/middle and 
high school / vocational school graduates of 4.2 
percent. 

Respondents of this study mostly were company 
employees and BUMN employees with a percentage 
of 60.3 percent, then followed by entrepreneurs 
amounting to 19.6 percent, then other jobs such as 
teachers, craftsmen, therapists, etc. were 16.9 
percent. The respondents who work as civil servants, 
military and police are 3.2 percent. Meanwhile, the 
income of respondents is generally above 15 million 
rupiahs per month, which is 30.7 percent followed 
by income in between 10 million - 15 million per 
month as much as 27 percent and income of 8 
million - 10 million per month, amounting to 16.9 
percent, which is slightly different from respondents 
with 5 million - 8 million per month, 15.3 percent. 
While the rest, a total of 10.1 percent are 
respondents with an income of around 5 million per 
month. 

4 DISCUSSION 

This study was carried out to ensure the urgency of 
public education and socialization of Islamic 
philanthropy which can impact to fund allocation. 
As Houston (2010) describes the construction of 
financial literacy in the form of knowledge, abilities, 
and attitudes or self-beliefs as indicators in 
measuring one's financial literacy level. This is in 
line with Mason and Wilson (2000) who describe 
financial literacy as the ability of a person to 
understand and evaluate relevant information for 

decision making by understanding the financial 
consequences it causes. Regarding those construct, 
known (knowledge) as one of Islamic financial 
literacy, reflected as one of the instruments that 
influence the community in allocating their 
philanthropy funds. 

As this research conduct in the form of financial 
literacy constructs by looking at knowledge, ability 
and also attitude or confidence as instruments, 
results of data analysis in the regression coefficient 
test, shows that the equation model is obtained as 
follows: 

ZiswafAloc = 4.176 + 0.85Knwldge + 
0.161Ability + 0.096AttitudeConf 

Based on the model, can be explained that the 
value of philanthropy fund allocation without 
knowledge, abilities and attitudes or beliefs is 4,176 
units. While each knowledge increase one unit with 
the assumption that ability and attitudes or beliefs 
were constant will cause an increase in the allocation 
of public philanthropy funds by 0.85 times. As for 
each increase one unit of ability by assuming 
knowledge and attitudes or beliefs were constant, 
will cause an increase in the allocation of public 
philanthropy funds by 0.161 times. Whereas every 
increase one unit of attitudes or beliefs by assuming 
that knowledge and abilities were constant, will 
cause an increase in the allocation of public 
philanthropy funds by 0.403 times. 

As Veeger (1990) defining socialization as a 
teaching and learning process through individuals 
learning to become members of society, where the 
process does not solely teach patterns of social 
behavior to individuals, but also individuals develop 
themselves or carry out their maturation process 
(Setiadi, 2011). According to Notoatmodjo (2005), 
knowledge covered in the cognitive domain has six 
levels, namely knowing, understanding, application, 
analysis, synthesis, evaluation. Decision making is 
defined as the selection of a decision or policy based 
on certain criteria. This process includes two or 
more alternatives because if there was only one 
alternative there would be no one decision to be 
taken (Dagun, 2006). The study also carried out to 
ensure that there is perfect relationship by looking at 
the coefficient of determination (R²), which is 
indicated by whether changes in knowledge, 
abilities, and attitudes or behavior that will be 
followed by the allocation of community 
philanthropy funds in the same proportion. Then R2 
value can be seen in the following table: 
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Table 2: R2 value 
Model Summaryb 

M

o

d

el 

R R Square Adjusted R 

Square 

Std. Error of 

the Estimate 

1 .573a .328 .317 1.159 
a. Predictors: (Constant), AttConf, Knwldge, Ablty 
b. Dependent Variable: PhilanthropyAllocation 

Source : Primary data, managed, 2018 
 

The table above shows that the R Square is 0.328 
or (32.8%). It is mean that the percentage of the 
influence of knowledge, ability and attitude or 
confidence in the allocation of public philanthropy 
funds is 32.8%. In other words, knowledge, ability 
and attitude or confidence are able to explain 32.8% 
of the variation in the allocation of public 
philanthropy funds. While the remaining 67.2% is 
influenced or explained by other variables that not 
included in this research model. The table above also 
shows 0.573 as R number that means there is a 
moderate relationship between knowledge, ability 
and attitude or belief in the allocation of community 
philanthropy funds. 

Furthermore, in the t-test, both knowledge, 
ability and attitudes or beliefs each partially have an 
influence on the allocation of community 
philanthropy funds. So this reinforces the 
importance of education and socialization of Islamic 
philanthropy to the muslim community. 

In the simultaneous test of significance, the value 
of F calculated was 30,109 and a significant number 
(P value) of 0,000. By a significance level of 95% (α 
= 0.05) and a significance number (P value) of 0,000 
that smaller than alpha (α = 0.05). Based on these 
comparisons, knowledge, abilities, and attitudes or 
beliefs have a significant influence jointly on the 
allocation of community philanthropy funds. 

The results of those analyses explain the 
construction of Islamic financial literacy which 
starts from knowledge. This is in line with the theory 
that has been described in the literature review, 
where a stimulus through the process of knowledge 
and understanding will produce a response (effect) 
in the form of the ability to choose which will 
ultimately affect the attitude (behavior) of the 
individual. This attitude will make individuals 
confident in allocating funds for Islamic 
philanthropy, as explained by The hierarchy of 
effect theory were introduced by Lavidge and 
Steiner (1961) and the tri Component of Attitude 

(Engel et al., 1995) that the components are in a 
consistent relationship, where the component 
reflects the cognitive component where individuals 
have the knowledge and understanding of 
philanthropy, then the affective component aspect 
that describes how individuals consider their asset 
allocation for philanthropy, to the conative 
component aspects that reflect individual attitudes or 
beliefs in channeling some of their assets to the 
philanthropy. 

5 CONCLUSION 

Based on the results of data analysis and discussion, 
can be concluded that even though knowledge as 
cognitive aspect then followed by affective conative 
aspect able to explain only about 37% of 
philanthropy fund allocation, knowledge is valuable 
as a starting point to influences the community in 
allocating funds for philanthropy. Regarding those, a 
suggestion to forward that both the government, 
Ulama, Amil Zakat Institutions and Waqf 
Institutions also need to pay special attention to 
conducting education and socialization regarding 
Islamic philanthropy. Thus, efforts to achieve 
community welfare can be realized by philanthropy 
funds distribution. In addition, educational 
institutions also need to help the government in 
educating the public regarding Islamic philanthropy 
so that the target of economic growth and the 
welfare of the poor people can be realized. In 
addition, Amil zakat and Waqf institution need to be 
more active in increasing public awareness 
regarding Islamic philanthropy so that the target in 
receiving philanthropy funds can also be achieved. 
Another thing, further research is needed to use or 
may add other variables for better research result 
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Abstract: The growth in international trade of counterfeit fashion products poses a serious threat to the global 
economic conditions. Producers may become unmotivated to be innovative because of counterfeiting which 
could lead to stagnation and unfair competition in business. This threat cannot be separated from the 
consumers their rationales behind their decision related to counterfeit products which is still unclear and 
varies across society. This phenomenon became more interesting to be studied in Indonesia which has 
strong Islamic culture. Therefore, this study intends to analyze the influential factors of purchase intention 
towards counterfeit fashion products for Muslim consumers. Conceptual framework of this study 
emphasizes several beliefs namely value consciousness, social risk, performance risk, subjective norms, 
descriptive norms, ethical consciousness, status consumption, and Muslim religiosity. 455 valid samples 
were collected by distributing self-administered questionnaires to undergraduate Muslim students in Greater 
Jakarta Area. By utilizing Structural Equation Modeling (SEM), this study uncovers that consumers’ 
attitude towards counterfeit product was found to be positively and significantly related to purchase 
intention of counterfeit fashion product. As for beliefs constructs, the structural model suggest that all belief 
variables are significantly influenced the attitudes toward counterfeit fashion products. Furthermore, the 
ethical consciousness appears to be the most significant factor that influence attitudes, whereas religiosity 
becomes the weakest. The results of the study provide some insights for marketers, manufacturers, policy 
makers and religious leaders which may contribute to relieve the global counterfeiting problems. 

1 INTRODUCTION 

Innovation holds an important aspects the economy. 
It plays an important role in encouraging the 
formation of creative and unique new products. The 
ability to develop and reward innovation is the core 
of the producitve and forward-looking global 
economy. According to the OECD (2016), 
intangible assets such as ideas, copyrights and 
brands are part of the innovation, which is shaped as 
a tribute to innovators. Unfortunately, a series of 
assets and innovations are being threatened by 
counterfeiting activity, which became a problem for 
global marketers (Penz, Schlegelmilch & Stottinger, 
2009). According to the International Anti-
Counterfeiting Organization (2018), counterfeiting is 
a form of crime involving the production or 
distribution of artificial products, whereby original 

products are mimicked and trusted by the 
consumers.  

Counterfeiting activities and consumer habits in 
buying counterfeit products will generate social cost 
for the society (Ha & Tam, 2015). As a result, 
innovators will be less likely to put effort in new 
concepts, which will undoubtedly slow down 
innovation and hamper economic growth. OECD 
estimated that the value of counterfeit products has 
about 5 to 7 percent of all trades made in the global 
market and the demand for these products is 
estimated to be increased excessively (Quoquab, 
Pahlevan, Mohammad, & Thurasamy, 2017; 
Hamelin, Nwankwo, and Hadouchi , 2013 in  
Hussain, Kofinas, & Win, 2017). As one of the 
sizable industries, the fashion industry is negatively 
affected by counterfeiting activities. It revealed that 
the counterfeit fashion products are the second 
largest product which is most consumed by the 
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public, after the software and CD products 
(Zarocostas, 2007 in Nagar, 2016).  

A number of studies suggest that counterfeiting 
trends are growing more rapidly in developing 
countries than in developed countries. 
Manufacturers of counterfeit products in emerging 
economies are also increasingly interested in 
entering into this illegal business as the profit earned 
exceeds its risk (Khosrozadeh, 2015; Riquelme, 
Abbas, & Rios, 2012). As one of the developing 
countries, Indonesia  is still struggling with the issue 
of counterfeiting activities. According to GTRIC-e 
analysis, the concentration of counterfeit goods in 
Indonesia is 0.491, on a scale of 0 to 1. It indicates 
that almost half of Indonesia's trade is filled with 
counterfeit goods and most of them are imported 
from other countries (Avery et al., 2008). 

As a country with largest Muslim population in 
the world, the counterfeiting activities in Indonesia 
is certainly contrary to the Islamic norms. Beekun 
and Badawi (2015) mentioned that in Islamic norms, 
committing acts that violate the rights of others in 
material and intellectual matters is prohibited. 
Moreover, according to Fatwa No. 1 Year 2005 on 
Intellectual Property Rights by the Indonesian 
Ulema Council, any behavior that supports 
counterfeiting activities (including buying and 
selling) is a forbidden act. Similarly, Nahdlatul 
Ulama, one of the largest Islamic organizations in 
Indonesia, requires Muslim consumers to stay away 
from any forms of counterfeiting activities 
(Kurniawan, 2017). 

Based on the conditions presented above, 
research on the consumption of artificial fashion 
products in Indonesia becomes relevant. The rise of 
counterfeiting activities in the midst of a large 
Muslim country becomes an interesting subject for 
further investigation. Therefore, this study is 
conducted by looking at which factors have 
influence on attitudes towards counterfeit fashion 
products and intention to purchase counterfeit 
fashion products from the point of view of the 
Muslim community. This study is focusing on 
several factors such as value consciousness, risk, 
subjective and descriptive norms, ethical 
consciousness, status consumption and muslim 
religiosity.  

The following sections of this paper will briefly 
review the underlying theoretical framework, 
hypotheses development and factors contributing to 
the attitude and intention to purchase counterfeit 
fashion products. Then, we will propose a research 
model to explain the relationship between the 
factors, attitudes and intention to buy counterfeits 

fashion products. Accordingly, we will describe the 
research methodology and the empirical result with 
some discussion and implications. 
 

2 THEORICAL FRAMEWORK 

Staake, Thiesse, and Fleisch (2009) defined 
counterfeit products as unauthorized products with 
low standard and quality, which are not 
manufactured by the original manufacturer. In terms 
of fashion, Ha and Lennon (2006) say that 
counterfeit fashion products are almost identical 
products with original products in terms of display, 
packaging, trademarks and labels. Counterfeit 
fashion products include apparel, bags, purses, 
shoes, watches, perfume, and sunglasses (Kim & 
Karpova, 2009; Yoo & Lee, 2009; Simmers, 
Schaefer, & Parker, 2015). This study will use this 
fashion classification. 

Based on the theory of reasoned action by 
Fishbein and Ajzen (1975), the purchase behavior of 
a consumer is determined by its purchase intention, 
which in turn is determined by the attitude towards 
the product. They stated that the more positive of 
individual belief caused by an object attitude, the 
more positive of individual attitude towards the 
object, and vice versa. Some studies have found that 
one's purchase intention related to artificial products 
is strongly explained by attitudes to the product 
(Riquelme et al., 2012; Carpenter & Edwards, 2013; 
Rahpeima, Vazifedost, Hanzaee, & Saeednia, 2014; 
Quoquab et al., 2017 ). Therefore, this study will use 
the construction of the intention of purchasing 
artificial fashion products that are directly 
influenced by individual’s attitudes towards 
counterfeit fashion products. 

 
Factors Affecting Attitudes towards Counterfeit 
Fashion Products 
To generate a research model that is able to explain 
and predict, Ajzen and Fishbein's research model 
can be added with personality traits and other 
external variables that are capable for predicting 
related behaviors. Such external stimuli will affect 
one's attitudes by modifying the structure of the 
person's personal belief (Huang, 2017). 
Theoretically, the beliefs also sequentially affect 
one's intentions (Quoquab et al., 2017) 

The evaluation of counterfeit products made by 
consumers is an important predictor of the intention 
of purchasing counterfeit products. In addition to 
this, the opinions from the surrounding are important 
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aspects that affect the intention of purchasing 
counterfeit products (De Matos, Ituassu, & Rossi, 
2007). Quoquab et al. (2017) stated that some 
previous studies have also developed various beliefs 
related to counterfeit products that can influence 
attitudes to counterfeit products, including beliefs 
related to social, personal and product aspects. 
Eisend and Schuchert-Guller (2006) added that there 
are at least four aspects of belief that can affect a 
person's attitudes toward the product, namely 
personal, product, social and cultural context, and 
purchase situation. By taking into consideration 
from varios studies that have been described 
previously, there are some factors which are 
expected to influence one's attitude toward 
counterfeit fashion products. The given factors are a 
series of beliefs that represent social, personal, and 
product aspects. 

 
Value Consciousness 
Value consciousness has been defined as a concern 
for paying lower prices, subject to some quality 
constraint (Ang, Cheng, Lim, & Tambyah, 2001). 
Bloch, Bush, and Campbell (1993) revealed that 
there are consumers who choose counterfeit 
products rather than genuine products if there is a 
significant difference on price which causes 
consumers to override the quality of a product. 
Counterfeit products offer lower quality. But for 
some extent, artificial products are considered to 
have a function that is not much different from the 
original one but with a cheaper price. Furnham and 
Valgeirsson (2007) indicated that perceived value 
for the counterfeit products will be high for value 
conscious consumers. Therefore, we postulate the 
following hypothesis: 
H1. Value consciousness has a positive influence on 
attitudes toward counterfeit fashion products. 
 
Social Risk 
Social risk is defined as the probability that a 
product will affect the way others think of an 
individual who wears the product (Riquelme et al., 
2012). In the context of counterfeit fashion products, 
consumers will bear high social risks if there is 
discomfort or even discrimination / exclusion they 
feel when others realize that consumers are wearing 
counterfeit products (Yoo & Lee, 2009; Teik, Seng 
& Xin-Yi , 2015). Miyazaki, Rodriguez and 
Langenderfer (2009) stated that if the surrounding 
environment dissaprove the behavior of buying or 
using counterfeit products, then perceived social risk 
related counterfeit products for consumers will 
increase and reduce consumers’ intention to buy 

counterfeit products. Hence, we postulate the 
following hypothesis: 
H2. Social Risk has a negative influence on attitudes 
toward counterfeit fashion products. 
 
Performance Risk 

Performance risk can be interpreted as a 
probability that the product is malfunctioning so that 
the product can not function properly (Riquelme et 
al., 2012). Performance risk can arise because 
consumers of counterfeit products often get 
inappropriate products (Sirfraz, Sabir & Naz, 2007; 
Shafique et al., 2015). Performance risk is 
considered to affect consumers' purchase intentions 
of counterfeit products (Chaykowsky, 2012). 
Bamossy and Scammon (1985) argued that 
consumers will be motivated to buy counterfeit 
products if the performance risk is low (Phau, 2010). 
Therefore, we postulate the following hypothesis: 
H3. Performance Risk has a negative influence on 
attitudes toward counterfeit fashion products. 
 
Subjective Norms 
Subjective norm basically refers to a person's 
perception of the social pressure their surroundings 
to perform or not to perform such behavior (Ajzen, 
1991). Consumer intention in purchasing counterfeit 
products are also found to depend on normative 
pressure or the prevailing social norms (Teik et al., 
2015). If a person thinks that the people around him 
agree with the purchase of counterfeit products then 
the person will feel the pressure to do the action, 
which resulted in the intention of purchasing 
artificial products-also increased (Patiro & 
Sihombing, 2008; Wijaya & Budiman, 2017). 
According to this, we postulate the following 
hypothesis: 
H4. Subjective Norms has a positive influence on 
attitudes toward counterfeit fashion products. 
 
Descriptive Norms 
Descriptive norms is a norm that describes the facts 
about what actions are done in society (McDonald & 
Crandall, 2015). Melnyk, Van Herpen and Van Trijp 
(2010) suggested that descriptive norms is a strong 
predictor of predicting behavior. When a consumer 
wants to make a decision to buy artificial products or 
original products, consumers often observe the 
social environment and the standards of behavior 
within the environment (Tang, Tian, & 
Zaichkowsky, 2014). Research conducted by Albers-
Miller (1999) revealed that the presence of friends 
who buy an illegal good will make the willingness to 
buy counterfeit products of consumers to increase 
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(Riquelme et al., 2012). Therefore, we postulate the 
following hypothesis: 
H5. Descriptive Norms has a positive influence on 
attitudes toward counterfeit fashion products. 
 
Ethical Consciousness 
Schwartz (1992) stated that ethical consciousness 
can be defined as an ethical value that is believed by 
the individual (Khosrozadeh, 2015). Studies 
conducted by Wilcox, Kim, and Sen (2009) and 
Quoquab et al. (2017) showed the awareness of the 
inherent ethical values in a person has an influence 
on one's intention in buying coutnerfeit products. 
Both studies showed that a person who has an 
ethical awareness that counterfeit products are 
morally wrong, will tend not to buy counterfeit 
products. Accordingly, we postulate the following 
hypothesis: 
H6. Ethical Consciousness has a negative influence 
on attitudes toward counterfeit fashion products. 
 
Status Consumption 
According to Eastman, Fredenberger, Campbell, and 
Calvert (1997) in Kim and Karpova (2010), status 
consumption is "the motivational process by which 
individuals strive to improve their social standing 
through conspicuous consumption of consumer 
products that confer or symbolise status for both 
individuals and surrounding others "(p. 54). Study 
conducted by Geiger-Oneto, Gelb, Wakler, and Hess 
(2007) indicated that consumers who buy counterfeit 
products do so because they want to have products 
that can improve their social status without having to 
spend money as much as they buy the original 
product. Therefore, we postulate the following 
hypothesis: 
H7. Status consumption has a positive influence on 
attitudes toward counterfeit fashion products. 
Muslim Religiosity 

Saptaluwungan (2015) asserted that the 
involvement of the value of religiosity is able to 
reduce one's intention in buying counterfeit products 
and it is closely related to the belief of those who 
consider that the use of counterfeit products is 
contrary to religious teachings. It is because the 
religious person experiences a fear of God’s 
punishment which prevents a person from acting 
unethically (Quoquab et al., 2017). The Islamic 
community has a worldview influenced by Sharia 
teachings. Given that, Muslim consumers will tend 
to buy a product which is not violating or contrary to 
their beliefs. Hence, the following hypothesis is as 
follow: 

H8. Muslim Religiosity has a negative influence on 
attitudes toward counterfeit fashion products. 
 
Previous Experience 
Previous experience in the context of this research 
leads to the experience of consumers who have 
previously purchased counterfeit products. Ang et al. 
(2001) revealed that some consumers who have 
bought counterfeit products have different behaviors 
when compared to consumers who have never been 
buyers of counterfeit products. Tom et al. (1998) 
found that the majority of consumers who have 
never purchased counterfeit products will not choose 
artificial products when offered the opportunity to 
purchase the product (Phau, Sequiera, & Dix, 2009). 
Previous research has shown that the experience of 
buying counterfeit products has a positive 
relationship with attitudes toward purchasing 
artificial products (Wang et al., 2005; Patiro & 
Sihombing, 2008; Nguyen & Tran, 2013; Long & 
Vinh, 2017). Consequently, we postulate the 
following hypothesis: 
H9a. Consumers who have already purchased a 
counterfeit fashion products have a more favorable 
intention toward counterfeit fashion products. 
H9b. Consumers who have already purchased a 
counterfeit fashion products have more favorable 
attitudes toward counterfeit fashion products than 
those who have not bought. 
 
Attitudes 
According to Ajzen (2005), attitudes toward 
behavior is a positive or negative judgment of a 
person involved in performing a particular behavior. 
Ajzen (1991) also argued that attitudes are capable 
for predicting intention. Matos et al. (2007) stated 
that attitudes have a high correlation with one's 
intentions therefore it is appropriate to be a predictor 
of a behavioral intention (Rahpeima et al., 2014; 
Sun, Huang & Lin, 2015). Several studies have 
shown that attitudes toward counterfeit goods have a 
significant positive relationship to the intention of 
buying counterfeit goods (Belleau, Summers, Xu, & 
Pinel, 2007; Nguyen & Tran, 2013; Quoquab et al., 
2017). Accordingly, we postulate the following 
hypothesis: 
H10. Attitudes has a positive influence on intention 
to purchase counterfeit fashion products.   
 
Theoritical Model 
Theoretical model proposed in this study is based on 
Ajzen and Fishbein's (1975) research model. The 
theory that underlies this model is Theory of 
Reasoned Action which is also formulated by Ajzen 
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and Fishbein (1980). The model of this study can be 
seen in Figure 1. The model shows that beliefs 
influence attitude that in turn influences intention. 

 

Figure 1: Proposed Research Model 
 

3 RESEARCH METHOD 

Measurement of the variables  
The overall measurement scale used in this study 
was taken from some of the earlier relevant studies. 
For variable value consciousness, social risk, 
performance risk, descriptive norms, ethical 
consciousness, social status, attitudes and intention, 
measurement scale is taken from research conducted 
by Riquelme et al. (2012). Specifically for subjective 
norms variable is taken from Chiu and Leng (2015) 
and Muslim religiosity variable is taken from Newaz 
et al. (2016). The measurement scale used for 
variables other than previous experience, is the five-
point Likert where the number 1 shows "strongly 
disagree" and 5 shows "strongly agree". 
 
Scope of Study 
This study was conducted in Greater Jakarta Area 
namely Jakarta, Bogor, Depok, Tangerang and 
Bekasi. The sample used in this study is 
undergraduate students who are Muslims. The 
undergraduate student group was chosen because 
according to Knopper (2007), the student group 
represents a group of consumers who often consume 
goods that violate copyright. In addition, 

Krutkowski (2017) also states that the student group 
is a group that often buy counterfeit products 
because of the financial limitations. Additionally, 
the respondents should be at least 17 years old, since 
the age is an adult age for some Mahzab Ulama in 
Islam, so it is considered capable of taking a 
decision (Buchler & Slatter, 2013). 

This study uses purposive sampling technique in 
collecting samples because there are screening 
questions to filter respondents in accordance with 
the research. Questionnaires were distributed online 
to undergraduate students who enrolled in 
Jabodetabek. This study managed to collect 465 
respondents, whereas 455 are considered as valid 
respondents. 

 
Data Analysis 
Data analysis was done by Structural Equation 
Model (SEM) method. According to Kline (2011), 
the analysis in SEM is conducted through two stages 
of the procedure. First, the overall measurement 
model is tested through reliability and validity tests. 
Furthermore, the model was again tested with a 
series of structural model tests to measure the 
linearity of the SEM model constructs studied which 
led to hypothesis testing. The data were analyzed 
using SPSS Version 25 and LISREL 8.8 software. 

4 RESULT & ANALYSIS 

Profile of the Respondents  
From the 455 valid respondent data, about 301 
(66.2%) respondents were female and 154 and the 
majority of respondents were in the 20 - 22 years old 
age group (79.8%). In terms of area, 41.8% of 
respondents are undergraduate students who enrolled 
and study in Depok. Furthermore, the majority of 
respondents (66%) are undergraduate students who 
are completing education at state universities and in 
terms of monthly expenditure, 54.9% of the 
respondents have an average expenditure around Rp 
500,000 - Rp 1,500,000 per month.  

 
Pre-test and Measurement Models 
Before conducting further SEM analysis, the entire 
construct indicators of the questionnaire tool in this 
study has undergone the examination through a 
series of pre-tests in the form of realiability and 
validity tests. All the indicators in this study are 
relatively reliable because it has a value of Construct 
Reliability (CR) more than 0.600 (Malhotra, 2010). 
The CR value in each variable is quite varied, 
ranging from 0.602 for the value consciousness, to 
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0.947 for the intention variable. In terms of the 
validity, the Kaiser-Meyer-Olkin (KMO) score of all 
indicators are greater than 0.5, and Bartlett's Test of 
Sphericity score from overall indicators also less 
than 0.05. Therefore, it can be said that the overall 
indicators in the questionnaire are valid (Santoso, 
2010).  

For the SEM measurement model, all of 
observed variables or indicators that reflect beliefs 
were tested first for the variable validity and 
reliability. In this study, all indicators of each 
variable have standardized loading factor () ≥ 0.50 
with t-value more than 1.96. It means that the SEM 
measurement model that used in this research were 
valid (Wijanto, 2008). Related to the measurement 
model reliability, all indicators have a value of 
composite reliability (CR) above 0.60, but there is 
average variance extracted (AVE) which is slightly 
below 0.5. But the low AVE value is still tolerable if 
the CR above 0.6, as suggested by O'Rouke and 
Hatcher (2013) and Fornell and Larcker (1981). 
Thus, it can be said that the measurement model is 
relatively reliable. The series of test result can be 
seen in more detail in Table 1. The measurement 
model was also tested for the goodness of fit. The 
GOF test for measurement model resulted in the 
following statistics : RMSEA = 0.071, SRMR = 
0.065; NNFI = 0.094, CFI = 0.91, PGFI = 0.67, 
Normed χ2 = 3.277. With these measurements, it can 
be said that the measurement model is in good fit 
condition and the analysis can proceed to the next 
stage. 

 
Table 1 : Measurement Model Test Result 

Indicators Mean 
Mean 

SLF (λ) 
CR AVE 

Value 
Consciousness 

4.43 0.74 0.79 0.57 

Social Risk 4.04 0.73 0.78 0.54 

Performance 
Risk 

3.55 0.67 0.71 0.46 

Subjective 
Norms 

3.04 0.66 0.76 0.44 

Descriptive 
Norms 

3.15 0.78 0.83 0.61 

Ethical 
Consciousness 

3.69 0.75 0.84 0.58 

Status 
Consumption 

3.10 0.79 0.87 0.63 

Muslim 
Religiosity 

4.52 0.68 0.91 0.47 

Attitudes 2.41 0.73 0.88 0.54 

Intention 2.16 0.82 0.89 0.67 

 
 

Structural Models and Hypothesis Testing 
The Goodness of Fit criteria for the SEM structural 
model resulted in the following statistics: RMSEA = 
0.077, SRMR = 0.085; NNFI = 0.093, CFI = 0.93, 
PGFI = 0.67, Normed χ2 = 3.696. Although SRMR 
values are above 0.080, but it can be said that this 
structural model is good fit as it refers to the opinion 
of Hair et al. (2010, in Latan (2012)) which stated 
that a model can be said to be good fit if it at least 
meets the four criteria of Goodness of Fit. 

In accordance with the basic theory, intention to 
purchase counterfeit fashion products are well 
described by attitudes toward counterfeit fashion 
products with significant percentage (R2 = 74%). 
The correlation between intention and attitudes is 
very strong with the loading factor score reached 
0.86. Then attitudes toward counterfeit fashion 
products are reflected significantly by all beliefs, 
which are reflected as variables. All variables have a 
t-value of ≤ - 1.645 or ≥ 1.645 for a 95% confidence 
level. With those results, it is safe to say that all 
variables, from the value consciousness to Muslim 
religiosity, entirely affect the attitude towards 
counterfeit fashion products significantly with 
various effect and direction. 

Specifically, to analyze the previous experience 
variable, a series of ANOVA test were performed 
with the aim to compare if those who bought 
counterfeit fashion products had a different attitude 
and intention towards counterfeit fashion products 
(Riquelme et al., 2012). The mean value of the 
intention variable for the group who had already 
bought counterfeit is 2.81 and the value of those 
who had not bought is 1.90. From the ANOVA test 
result, the mean difference between those groups are 
significantly different. Similarly, the mean 
difference between two groups related to the 
attitudes variables is also significant where the group 
who had already bought counterfeit has a mean 
value of 2.95 and the mean value of those who had 
not bought is 2.20. The result from testing of 
structural model, previous experience and 
hypothesis test can be seen in more detail in table 2 
and table 3. 
 
Table 2 : Hypotheses Structural Model Test Result 

Hypothesis 
SLF 
(λ) 

t-
value 

Sig. Decision 

H1 : Value 
Consciousness + 
 Attitudes 
toward 
Counterfeit 
Fashion Products 

-0.36 -6.31 0.000 Reject 

H2 : Social Risk  
--   Attitudes 

-0.66 
-

10.85 
0.000 Accept 
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toward 
Counterfeit 
Fashion Products 
H3 : Performance 
Risk  --   
Attitudes toward 
Counterfeit 
Fashion Products 

-0.52 -8.16 0.000 Accept 

H4 : Subjective 
Norms +   
Attitudes toward 
Counterfeit 
Fashion Products 

-0.65 -9.41 0.000 Reject 

H5 : Descriptive 
Norms +   
Attitudes toward 
Counterfeit 
Fashion Products 

0.53 9.00 0.000 Accept 

H6 : Ethical 
Consciousness -- 
 Attitudes 
toward 
Counterfeit 
Fashion Products 

-0.79 
- 
13.06 

0.000 Accept 

H7 : Status 
Consumption + 
 Attitudes 
toward 
Counterfeit 
Fashion Products 

-0.15 -2.8 0.002 Reject 

H8 : Muslim 
Religiosity --  
Attitudes toward 
Counterfeit 
Fashion Products 

-0.14 -2.77 0.003 Accept 

H10 : Attitudes 
toward 
Counterfeit 
Fashion Products 
+ Intention 
to Purchase 
Counterfeit 
Fashion Products 

0.86 14.1 0.000 Accept 

 
Table 3 : Hypotheses ANOVA Test Result 

Hypot
hesis 

F 
∆ 

Mean 
Sig. Decision 

H9a. 
Consumers 
who have 
already 
purchased a 
counterfeit 
fashion 
products, 
have a 
more 
favorable 
intention 
toward 
counterfeit 
fashion 
products. 

93,398 0,75 0.000 Accept 

H9b. 
Consumers 126,793 0,91 0.000 Accept 

who have 
already 
purchased a 
counterfeit 
fashion 
products, 
have more 
favorable 
attitudes 
toward 
counterfeit 
fashion 
products 
than those 
who have 
not bought. 

 
Discussion 
Overall, it may well be argued that all of the beliefs 
which was investigated in this study have a 
significant influence on attitudes toward counterfeit 
fashion products. The findings suggest that beliefs 
will clearly be influential for consumers in making 
their purchase decisions of a counterfeited fashion 
products. The relationship between attitude and 
intention variables as formulated by Theory of 
Reasoned Action is also strongly supported by the 
results of the study. 

The findings related to the value consciousness 
are contrast with previous studies as found in the 
Riquelme et al. (2012) and Bhatia (2018). Besides, 
there are other studies which also did not found any 
positive relationship between the value 
consciousness with attitudes toward counterfeit 
products, such as Phau, Teah, and Lee (2009) and 
Dewanthi (2015). The results of this study suggest 
that the more person is aware of the value, the more 
negative his attitude toward counterfeit fashion 
products. One possible explanation of the existence 
of such a negative relationship can be seen from the 
emergence of alternative products from counterfeit 
fashion products which is the preloved fashion 
products. In terms of price range, some preloved 
fashion products are in the same level as the 
counterfeit fashion products. Although it is preloved, 
many of them are original products with guaranteed 
authenticity, even some of the products were also in 
very good or mint ‘like new’ condition. For someone 
who values conscious, the condition will probably 
change his view in assessing the ratio of the benefits 
and prices offered by a fashion product in the 
markets. 

The possibility is strengthened by some studies 
that conducted by Dwiyantoro and Hariyanto (2014) 
which discovered that used clothing products are 
increasingly popular among students for the reasons 
of price factors. The development of buying and 
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selling activities of preloved products can clearly be 
seen from the emergence of online market platforms 
in Indonesia that provide facilities to sell and buy 
preloved fashion products, such as Carousell, 
Tinkerlust, Shopee and Prelo (Sudradjat, 2018). In 
addition to the online-based market platform, 
Mubarak and Sanawiri (2018) specified that social 
media platforms are also used by sellers and buyers 
to exchange and share information about used 
clothing products. An online survey also shows that 
about 8 out of 10 Indonesians are willing to buy 
used goods and preloved branded fashion products 
become one of the most popular preloved goods on 
all categories (Anggoro, 2017).  

Morover, findings on social risk provide results 
that are consistent with previous studies such as 
research conducted by Vida (2007), Tang et al. 
(2014), and Krutkowski (2017). Social risk will have 
strong effects on society with collective culture 
(Krutkowski, 2017). Society which has collective 
culture will consider the perception of other people's 
on viewing himself are really important. Some 
researchers have pointed out that Indonesian society 
is a society that has collective culture (Hofstede & 
Hofstede, 2005 in Mangundjaya, 2013; Sumantri & 
Suharnomo, 2011). Therefore, it is acceptable if 
social risk has a significant result in this study. 

From the performance risk, the results of this 
study are also in line with some previous research 
such as research conducted by Bian and Moutinho 
(2011) and Riquelme et al. (2012). The average 
score of respondents' answers related to perceived 
performance risk to the counterfeit fashion products 
turned out to be not really high (3.55). It indicates 
that the majority of respondents do not strongly 
perceive the counterfeit fashion products has poor 
quality and is not comparable with the original 
product. These conditions may occur because the 
purpose of purchasing counterfeit products such as 
fashion products is generally to feel the sensation of 
using original products at lower prices rather than 
find some good quality products (Phau, Sequiera & 
Dix, 2009). Furthermore, the inherent risks of 
counterfeit fashion products cannot be separated 
from their physical quality because the use of 
fashion products are noticed physically by others 
(Chaykowsky, 2012). Thus, it may be argued that 
although the majority of respondents in this study do 
not view counterfeit fashion products as low quality 
products, a possible negative relationship may arise 
because respondents' performance risk perceptions 
often associated with physical product quality that 
may create negative stigma from others towards 
themselves. 

Related to subjective norms, the findings of this 
study are contrast with some previous research 
results, such as research from Kim and Karpova 
(2010) and Riquelme et al. (2012). However, there 
are also another studies that do not find any negative 
relationship between subjective norms and attitudes 
toward counterfeit products, such as research 
conducted by De Matos et al. (2007) and Lu (2013). 
Theoretically, the negative relationships of the 
subjective norms and attitudes indicate that most 
respondents in this study did not have or low score 
of motivation to comply (Goulet, Lampron, Marcil, 
& Ross, 2003). In addition, the findings in this study 
are most likely related to the characteristics of 
respondents that used in this study which all of the 
respondents were students who were mostly 20-22 
years old. Goulet et al. (2003) revealed that one of 
the typical traits of young generation is to have 
behaviors and thoughts that are opposed to their 
surroundings such as parents, family and relatives. It 
is done solely to affirm that they are free, self-
sufficient and impartial with the values that believed 
by their closest person. Gellner (1968) also stated 
that a young person tends to be more 'rebellious' 
when compared to an elderly person. Thus, it is 
reasonable that the subjective norm has a negative 
relationship with attitude. Whereas pertaining to 
descriptive norms, the results are in line with the 
research of Riquelme et al. (2012). In terms of 
descriptive norm, a particular norm that ‘promoting 
an action’ would have a greater impact on a person, 
than the norm that ‘preventing’ an action (Melynk et 
al., 2013 in McDonald & Crandall, 2015).  

It was found in this study that ethical 
consciousness were in accordance with some 
previous studies such as research written by 
Riquelme et al. (2012), Wilcox et al. (2009) and 
Quoquab et al. (2017). Tang et al. (2014) explained 
that the ethical consciousness is closely related to 
the judgment of others to an individuals, whereas the 
ethically conscious person would be praised, while 
the person that does not put attention into ethics will 
often got bad assumptions and criticism. The 
element of idealism in ethical thinking may also 
affect the ethical consciousness of a person related 
to his attitudes toward fashion products. An idealist 
has a really high desire to be the right person and in 
line with moral conduct (Sharif, Asanah & 
Alamanda, 2016).  

From the status consumption aspect, the study 
showing a results that are contrary to some previous 
studies, such as research from Prakash and Pathak 
(2017), Haseeb and Mukhtar (2016), and a Ha and 
Tam (2015). However, on the other hand there are 
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some previous studies that have similar findings 
with this study, such as research from Budiman 
(2012), Basu, Basu, and Lee. (2015) and Riquelme 
et al. (2012). The findings showed that when 
respondents are a type of person who is motivated to 
buy a fashion product that can improve their social 
status, respondents will have a negative attitudes 
toward counterfeit fashion products because in some 
circumstances, using counterfeit fashion products 
may actually threaten the social status of the person. 
In addition Rod et al. (2015) explained that the goal 
of obtaining social status through the use of 
counterfeit fashion products is unlikely to be 
achieved if the surrounding environments are aware 
with the act of using or buying counterfeit. 
Moreover, Triandewi and Tjiptono (2013), stated 
that the social status of a product is often depicted 
from its authenticity.  

The results of the Muslim religiosity in this 
research are fairly in accordance with the results of 
research conducted by some previous research, such 
as research conducted by Quoquab et al. (2017) and 
Vida (2007). The results of this study indicate that a 
person will tend to have a negative attitude toward 
fashion products imitation, if they are more obedient 
and stick to the Islamic values. The high average 
score from Muslim religiosity responses in this study 
(4.52) indicates that the majority of respondents 
acknowledge themselves as a religious person. 
However, it turns out that Muslim religiosity has the 
smallest effect towards one's attitude on counterfeit 
fashion products. This condition suggest that the 
teachings regarding the prohibition of counterfeiting 
activities have not been implemented properly. This 
is in line with the research from Zaman, Jalees, Jiang 
and Kazmi (2017) which revealed that Muslims 
sometimes do not understand that buying artificial 
products is un-Islamic. Similarly, Budiman (2012) 
also uncovered that most people in Indonesia do not 
see the activities of counterfeiting as a sinful activity 
which may inflict a sin as stealing activity (because 
counterfeit means steal the ideas of others), but 
rather view that the activities of counterfeiting is just 
an activity that is breaking the legal or law. 

Although the findings on religiosity in the 
context of this study do not clearly reflect the actual 
teachings of Islam that should be implemented in the 
society, religiosity is able to influence one's attitude 
toward fashion products by another way. Some 
previous studies have found that religiosity is closely 
related to one's ethics. Quoquab, Pahlevan, and 
Hussin (2016) suggested that a person with high 
religiosity will have a more ethical attitude in 
response to a counterfeit product. In addition to 

ethics, religiosity is also considered as a factor that 
reinforces the perception of social consequences that 
a person will accept (Riquelme et al., 2012; 
Khosrozadeh, 2015). Therefore, it is possible in the 
context of this study that religiosity plays a 
significant role by influencing the ethics and 
perceptions of one's shyness. Lastly, from the 
previous experience variable, a person who had a 
previous purchases of counterfeit products has a 
different outlook with someone who did not have an 
experience to buy counterfeit products because 
someone with such experience was more daring to 
take risks and did not think much about ethical 
elements (Dhaliwal, 2016). The result is consistent 
with former studies by Riquelme et al. (2012), 
Zeashan et al. (2015), and Nguyen and Tran (2013) 

5 CONCLUSIONS 

World market conditions are increasingly integrated 
along with the globalization and technological 
progress, resulting in rampant production and 
distribution of counterfeiting products (Kim & 
Johnson, 2014). All elements including 
governments, brand owners and producers must 
adapt and innovate to continue exploring new ways 
to 'annoy counterfeiters' and make it more difficult 
and costly for them to succeed (McCue & Aikman-
Scalese, 2017). This study is expected to give 
additional contribution in explaining this phenomena 
from the consumers’ perspective. This study 
provides a new perspective from Muslim religiosity 
as well as from young consumer side in Greater 
Jakarta areas. We apply Ajzen's theory of reasoned 
action that predicts that beliefs affect attitudes and in 
turn influence the intention to behave in a certain 
way. Based on the result of this study, it can be 
concluded that the research models based on Theory 
of Reasoned Action by Ajzen and Fishbein (1975) is 
quite comprehensive in explaining consumer 
behavior related to counterfeit fashion products.  

Interestingly, the finding of this study indicates 
that ethical consciousness is the most significant 
factor affecting attitudes toward fashion products, 
but in a negative direction. It can be an indication 
that young consumers are idealistic consumers who 
begin to consider ethics in consumption activities, 
although not all respondents behave that way. 
Moreover, the social risk factor becomes the second 
most significant factor influencing attitude toward 
counterfeit fashion product. This finding is 
supported by the findings of performance risk 
variable which shows that the majority of 
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respondents in this study do not view counterfeit 
fashion products as poor products, but they associate 
its quality with below-average performance. It will 
certainly reinforce the negative perception of others 
against him, if he wears a product with inferior 
quality. 

In terms of religiosity, this study discovered that 
Islamic values are significant factors although their 
effects are relatively weak.  This condition exhibits 
that Islamic values can be a factor that determines 
the consumption of an individual. However, the 
teachings and rules that specifically limit the 
purchase and use of counterfeit products may not be 
properly applied and implanted by a Muslim. 
Therefore, it is the task of the authorities to 
disseminate the syiar that discusses the religious 
views of Islam against artificial products. 

Considering the limitations of the research, some 
cautions should be considered in the generalization 
of its results. Due to repsondents’ characteristics, 
this study may only useful for young adult or student 
consumers context. To enhance a better 
understanding under this topic, further studies may 
compare within specific fashion products and 
compare each results (e.g. wallet vs bags, sunglasses 
vs jeans, etc.). It is also strongly suggested to test the 
model in such different society that have a different 
culture from Indonesia. It also recommended for the 
future studies to investigate the religiosity effect on 
some other major religions or beliefs. 
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Abstract: The objective of this paper is to analyze the online accountability of small cash endowments in Indonesia. It 

is an interesting issue that small institutions must be accountable like large organizations. The number of 

registered cash endowment institutions in Indonesia has increased to 192 until the mid of 2018 but this must 

be supported by a good accountability. The research employs a case-study approach based on some small 

cash endowment institutions in Indonesia.  There are three out of ten institutions from the initial proposal. 

Data is collected by an in-depth discussion on the specific topic on accountability. The findings show that low 

accountability may result from the low economic scale of an endowment fund to support the accountability 

besides limited resources. These institutions must utilize economic tools to boost accountability.

1 INTRODUCTION 

Accountability is the most important aspect in a 
public sector organization. This institution uses 
public fund from society and they must be responsible 
for the usage of the fund. The public sector includes 
government institutions and not-for-profit 
organizations (NPO). In the case of NPO, they should 
be more accountable as they rely on public fund or 
society for their programs. If they fail or ignore to 
uphold the accountability, the society would not trust 
and stop giving a donation to this institution.  
In Indonesia, most waqf institutions unwittingly may 
ignore accountability due to the lack of resources. 
However, as the parts of zakat institution or 
organization and Islamic financial institution like 
Islamic cooperative, they have to promote 
accountability aspects to the stakeholders, which is 
the society. Social media can be an effective tool to 
promote this effort. However, only people who are 
keen on social media can utilize it consistently, 
aggressively, and persistently.  

The use of a website can be an effective and 
efficient way for accountability dissemination to the 
public (Gandia, 2011; Saxton & Guo, 2011 and 
Tremblay-Boire & Prakash, 2014). In this case, the 
waqf institution, which is a part of a larger 
organization, can also support and supply related 

accountability information on waqf activities. 
Research on accountability index of the non-profit 
organization has been conducted by Dumont (2013) 
in Illinois. This index may be of much benefit to the 
measurement of accountability level of the institution.  

The objective of this paper is to analyze the online 
accountability of small cash endowments in 
Indonesia. Online accountability is obligatory as they 
can reach all aspects of the stakeholder even in a far 
distance. The paper starts from the introduction. 
Coming after that are the literature review on the 
online accountability, the research method, issue 
analysis, and the conclusion.    

2 LITERATURE REVIEW 

Research on the accountability of cash waqf 
institutions in Indonesia has been conducted by 
Siswantoro et al. (2018). They found that majority of 
cash waqf institutions in Indonesia are low in 
accountability index. The lowest accountability 
theme is Islamic aspect (31.36%), performance 
(33.98%) and finance (38.39%). This condition has 
resulted from unawareness of institutions to meet 
these themes and to disclose it to the public. In the 
finance theme,   information and management note on 
shariah board activity is not achieved, due to the lack 
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of  supporting information. Then in the performance 
theme, good governance information is not achieved 
as no data is available for this. Meanwhile, the Islamic 
aspect theme, Shariah compliance is not achieved 
either as the institutions assume that it is not 
necessary to publish Islamic compliance to the 
society.  

The utilization of website for accountability can 
be an effective way to improve and to spread 
information accountability to the public. The purpose 
of a website is to spread the information and 
interactive communication between the institution 
and the public in order that it can give benefits to the 
institution as well (Saxton & Guo 2011; Gandia, 
2011; Tremblay-Boire & Prakash, 2014). Rodriguez 
et al. (2011) found the older the organization, the 
more positive the correlation to the transparency 
capability. The experience of accountability is also an 
important factor to the transparent quality.   
 

Table 1: Accountability Index Theme 

Theme Weight 

(%) 

Finance  

Audited financial statements  10.56 

Expenditure information based on 

category 

7.00 

List of donors 3.90 

Composition and management 

structure  

3.35 

Activity and shariah board 

information  

2.50 

Management note 2.69 

Performance  

Income on investment (net 

income/average total asset) 

5.99 

Suggestions from beneficiaries 3.31 

Program effectiveness and effects of 

evaluation  

5.73 

Employee competence upgrading 

program 

3.25 

Employee code of ethics and 

regulations  

2.26 

Good governance information 2.55 

Performance indicators  2.42 

Public  

Benefits of the waqf for beneficiaries 

information  

5.25 

Information on the percentage of 

funds used for social empowerment  

4.05 

Environment report  2.08 

Response to suggestions 2.38 

Program description and activity  3.75 

Engagement  

Contact access and availability  4.76 

Waqf online participation  3.05 

Updates and organizational news  3.35 

FAQ 2.09 

Islamic aspect  

Shariah compliance  8.00 

Regulation compliance  5.75 

Total  100.0

0 

Source: Siswantoro et al. (2018) 

Dumont (2013) proposed an accountability index 
which measures the level of online accountability. 
Some aspects to be measured are accessibility, 
interactive website, performance, governance, and 
organization profile. However, each aspect may not 
be fitted to different organization types. 

Siswantoro et al. (2018) have proposed how to 
measure accountability index for cash waqf 
institution (see table 1). It consists of five themes. 
They are (a) finance (b) performance (c) public (d) 
engagement and (e) Islamic aspect. They also apply 
this measurement to large cash waqf institutions in 
Indonesia. It uses the online approach as cash waqf 
institutions adopt social media to publish and to 
disseminate the accountability themes to the public. 
The fact is that the large cash waqf institutions in 
Indonesia have low accountability index. This may 
result from the unawareness of disclosing the 
accountability themes to the public. 

3 RESEARCH METHOD 

The research employed a qualitative method with an 

in-depth interview. The research objects are three 

cash waqf institutions around Depok city, West Java 

Indonesia. The selected objects are the final target 

after some programs proposed to them.  

Initially, ten institutions of cash waqf endowment 

were invited to attend the socialization program of 

accountability index for cash waqf organization. 

Later, only five institutions confirmed to participate 

in the program. Only two institutions attended the 

socialization and others failed to attend. Eventually, 

three institutions were in the final objects for an in-

depth interview (see table 2). 

 

Table 2: Object research filter 

Description Amount 

Invitation to join the 

accountability socialization 

10 
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No response (5) 

Come to the socialization 

program  

2 

Final object 3 

     Source: Data 

The themes and aspects of accountability proposed by 

Siswantoro et al. (2018) can be guidance for the in-

depth interview. It begins with asking about each 

theme and aspect in the accountability index. It also 

asked and how the institution supplies the information 

of related issues.  

 

4 ANALYSIS 

The analysis is based on the comparative responses 

for the accountability index. It comprises: 

a. Finance 

In finance theme, most cash institutions do not fulfill 

each indicator aspect. Therefore, the question would 

be focused on how they would prepare each aspect. 

The financial system of cash waqf institutions is still 

a part of zakat (tithe) institution. Zakat institutions 

were initially established as not-for-profit 

organizations that collect zakat and charity from 

Muslims. When they turn into larger institutions, they 

practice like waqf institutions that provide financing 

to customers. As zakat and waqf have different 

characteristics, most zakat institutions separate this 

scheme. Only institution A separated the waqf 

financial system from other institution. Institution B 

was established in 2014, institution A was in 2015 

and institution C in 2018. Institution C was not aware 

that they have been registered to the government as a 

cash waqf institution.   

Although institution A was only established in 

2015, they have already had a good financial system 

and report. Therefore, it is not difficult to have a 

similar treatment for cash waqf institutions. Such was 

not the case for institution B. Although it was 

established in 2014, they have not had any 

representative website or social media to inform the 

accountability theme of finance aspects. In fact, their 

target is the member of the cooperative. Accordingly,  

they do not aggressively promote cash waqf to the 

society (see table 3). Institution C would like to 

develop the financial system and prepare the website 

to inform important issues.     

 

 

Table 3: Finance Theme 

Aspect Institution 

A 

Institution 

B 

Institution 

C 

Financial 

system 

Separated Enhanced, 

separate 

report 

Being 

developed 

Website Developed Enhanced Being 

prepared 

Target n.a Member n.a 

Source: Data 

b. Performance 

Concerning the performance theme, institution A 

already has developed some programs for cash waqf. 

They divided them into two programs. They are 

productive and social waqf. The productive waqf is 

delivered to profitable projects. The earned profit is 

given to beneficiaries. Meanwhile, social waqf is 

delivered to schools, hospitals, and mosques. They 

coordinated further program development with other 

institutions. Meanwhile, institution B focuses on 

financing programs for their cash waqf. This scheme 

earns a profitable profit. Nevertheless, the amount of 

cash waqf is small. This can be another issue of 

efficiency (see table 4). 

 

Table 4: Performance Theme 

Aspect Institution 

A 

Institution 

B 

Institution 

C 

Program  Developed Working 

capital 

n.a 

Source: Data 

 

c. Public 

Institution A concerns with receiving inputs from 

society. This may be a good strategy for the cash waqf 

institution to develop their programs. Meanwhile, 

institution B only focuses on their members as they 

have limited resources to involve the society (see 

table 5). 

 

Table 5: Public Theme 

Aspect Institution 

A 

Institution B Institution 

C 

Input Concern Focus on 

member 

n.a 

Society Involve Member n.a 

Source: Data 

 

d. Engagement 

In the engagement theme, only institution A actively 

socialized the cash waqf program to the society. They 

utilized Whatsapp to promote the programs. The 

weakness of this scheme is that rather than 
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transferring the information to the public, it only 

reaches the registered members. Such is also the case 

for institution B. They utilized Whatsapp to inform 

their members (see table 6). 

 

Table 6: Engagement Theme 

Aspect Institution 

A 

Institutio

n B 

Institution 

C 

Socializati

on  

Active n.a n.a 

Informatio

n  

By WA By WA n.a 

Learning  Phase n.a n.a 

Source: Data 

 

e. Islamic aspect 

For Islamic aspect theme, only institution A has 

ensured compliance with Islamic aspect and disclosed 

the financial report. Institution B planned to comply 

with for Islamic aspect (see table 7). 

 

Table 7: Islamic Aspect Theme 

Aspect Institution 

A 

Institution 

B 

Institution 

C 

Islamic 

compliance 

Check and 

disclose 

Plan n.a 

Source: Data 

 

The problems faced by the aforementioned 

institutions above are that they do not have sufficient 

cash waqf funds to support the operational expenses. 

This has resulted in the failure to hire resources for 

promoting accountability themes. The best solution is 

that they are still allowed to be parts of larger parent 

institutions to support activities.  

To see the accountability score, the indicator of 

accountability was assessed. Only institution A is 

feasible to be assessed as they have online 

accountability basis. The score is 39.75, which was 

lower than the finding of the research conducted by 

Dodik et al. (2018) (see table 8). The institution 

should focus on disclosing information in the related 

themes.  

The achievement of each theme ranks as follows. 

In descending percentage, engagement ranks first 

(84.2%), followed by the public at the second rank 

(51.3%). Islamic aspect ranks third (41.8%) and 

performance ranks fourth (35.4%). Finance ranks the 

lowest with the percentage of 34.5%. Finance theme 

is the most important issue of which that the 

institution must be aware. An audited financial 

statement is obligatory. The institution must find a 

way to have their financial statements audited. 

Furthermore, they have to disclose the financial 

statements to the public. The financial statements can 

be disclosed efficiently by social media such as 

Twitter, Facebook, YouTube, and line.   

Performance theme is also important for a 

productive cash waqf. Donors should know how 

much profit that the institution will generate. This 

theme is also important to see the performance of cash 

waqf institution in the disclosure to the society. If the 

society knows that the institution really works and 

performs well, the amount of cash waqf will increase. 

In addition, public themes such as response to 

suggestion are important to see how the cash waqf 

concern with the society. Finally, Islamic compliance 

should also be disclosed to the public transparently in 

order that the society sees that the institution is 

promoting Islamic teaching. 

 

Table 8: Islamic Accountability Index Scoring 

Theme Weight (%) A Score 

Finance    

Audited financial statements  10.56 0 0 

Expenditure information based on category 7.00 1 7 

List of donors 3.90 0 0 

Composition and management structure  3.35 1 3.35 

Activity and shariah board information  2.50 0 0 

Management note 2.69 0 0 

Performance    

Income on investment (net income/average total asset) 5.99 0 0 

Suggestions from beneficiaries 3.31 1 3.31 

Program effectiveness and effects of evaluation  5.73 1 5.73 

Employee competence upgrading program 3.25 0 0 

Employee code of ethics and regulations  2.26 0 0 

Good governance information 2.55 0 0 

Performance indicators  2.42 0 0 
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Public    

Benefits of the waqf for beneficiaries information  5.25 1 5.25 

Information on the percentage of funds used for social 

empowerment   

4.05 0 0 

Environment report  2.08 0 0 

Response to suggestions 2.38 0 0 

Program description and activity  3.75 1 3.75 

Engagement    

Contact access and availability  4.76 1 4.76 

Waqf online participation  3.05 1 3.05 

Updates and organizational news  3.35 1 3.35 

FAQ 2.09 0 0 

Islamic aspect    

Shariah compliance  8.00 0 0 

Regulation compliance  5.75 1 5.75 

Total  100.00  45.3 

Source: Dat

 

5 CONCLUSION 

The accountability issue, especially for a small not-

for-profit organization, seems to be ignored as they 

have limited resources and are ignorant of the 

benefits. However, social media actually can ease the 

cash waqf institution to promote accountability. The 

most difficult issue is the audited report as the budget 

has to be audited it. In addition, the institution still 

needs some supporting staff to inform the activity of 

each accountability index theme. To be accountable, 

cash waqf institution must find efficient ways to 

communicate the accountability to the public.  
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Abstract: This research aimed to exam impact of training on job performance by considering work motivation as 
moderating variable. There were four regional hospitals in West Sumatra Province involved in the survey. 
The data drawn from 174 nurses who work as permanent worker in regional hospital.  The data analysed 
using SPSS 2.0. Testing hypotheses was conducted using moderated regression analysis to prove the rolel of 
moderating variable. The findings supported that training positively significant influenced on job 
performance. Work motivation was found as significant direct determinant of job performance. Further, 
effect of training on job performance contingent on work motivation. The study concluded that work 
motivation functions as moderating variable in the relationship between training and job performance. 
Implications of the research were also discussed in the paper. 

 

1 INTRODUCTION 

In today’s uncertain condition of business 
environment, any organization should attempt to 
strengthen human capital to reach its competitive 
advantages. Increasing level of level competition 
and technological advance demand business to 
manage effectively human resource. It is expected to 
proceed organizational superior performance. Job 
performance of employees is an essential issue for 
any organization and it refers to whether an 
employee does his job well or not. Job performance 
reflects outcome of employee’s attitude and 
behavior in the work place. Therefore employee’s 
performance can be key success of organizations. 
Managing human resources is the key tool to 
improve the level of employees’ job performance.  

Understanding factors determining job 
performance is important, mainly from employee’s  

perspective. Employer might increase subordinate 
performance by paying attention on employee’s 
motivation and giving opportunity to increase skills 
through training and mentoring in the work place.  
Lack of motivation might result in decreasing job 
performance. In a similar vein, giving opportunity to 
attend the training might increase employee’s 
commitment which in turn improving job  
performance. The role of motivation and training in 
health-care industry (i.e. hospitals) seems to be 
important to be analyzed due to the consequences of 
those variables can  be directly assessed by patient 
or customer. In the case of lack of nurse’s 
motivation, the nurses may not be excellent services 
to  patient, consequently patient dissatisfaction tend 
to increase. Lack of nurse’s training may be 
reflected from slowly respond to patient, even to 
some extent inappropriate action might happen. 
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Organizations are reluctant to evaluate effect of 
training programs due to lack of knowledge to 
measure training effectiveness (Broad & Newstroom 
1992). Arthur, Bennet & Bell (2003) supported that 
training effectiveness can be measured from several 
criteria: reaction, learning, and behavior criteria of 
training participants. Gordon (1992, p.138) defines 
training as “process to enhance employees’ skill, 
knowledge and competency necessary to perform 
effectively on job”. Training directly develops 
individuals, which enhances organizational capacity 
(Jacobson, Rubin, & Selden, 2002), and this 
capacity, in turn, is linked to organizational 
performance (Stavrou, Charalambous, & Spiliotis, 
2007). Identified training need is important before 
conducting training. By doing training need analysis 
is expected to get greater benefit of the training. A 
study conducted by Wiley (1997) in health care 
industry noted that the managers need to understand 
what motivates employees in order to increase 
productivity. Relationship among motivation, 
employee performance, and intention to quit in 
health care industry have paid attention by scholars 
(e.g.. Janssen et al., 1999, Levy-Leboyer, 1988, 
Tzeng, 2002, Yildiz, 2009). Effort to improve 
employee performance is frequently conducted by 
setting up training program. Impact of training 
programs on job performance might depend on level 
of employee motivation. The higher level of 
employee motivation, the greater impact of training 
on job performance.  Dongho (2006) argued that 
motivation of employees might be determinant of 
success or failure of an organization. Therefore, the 
current study attempt to exam impact of training on 
nurse’s job performance. The relationship of these 
variables by taking into account training as 
moderating. 

 

2 THEORICAL FRAMEWORK 

The Relation between Training and Job 
Performance 
The study conducted by Mia et al (2009) showed 
there is relationship between training and  
performance of teachers, then the training  increased 
their productivity. Training is believed to enhance 
employee’s commitment which in turn might 
increase performance. Therefore most companies 
need to allocate training budget in order to increase 
company performance (Tarawneh, 2009). In other 
studies by Ghannam  et al (2010) about relationship 
between training and employee performance in 

Palestine insurance. The training can enhance the 
performance. Giving opportunity to students will 
strengthen employee’s commitment.  

Training and development of employee refers to 
a systematic process of learning and development to 
upgrade the effectiveness of a single worker, a 
group, or an organization (Aguinis & Kraiger, 
2008). Performance self-efficacy develops from 
trainees’ beliefs about their abilities. This belief 
system leads trainees to realize that they can use 
learned skills on the job and, thereby, improve their 
job performance. In addition, self-efficacy increases 
trainees’ confidence in their ability to overcome the 
obstacles that they face during skills transfer and to 
use their new skills at work in order to perform 
better. Research that conduct by Becker (1975) 
defined General training is delivered to all employee 
in order to improve performance. In contrast, 
specific training is provided for specific purpose, 
specific requirement, and selected participants. 
Training relates to work-life balance programs might 
enhance performance by attracting and retaining 
high quality employees, by reducing the extent to 
which work life conflicts interfere with work. 
(Greenhaus and Parasuraman, 1999; Lobel and 
Kossek, 1996; Lobel 1999). 

H1 : Training is positively influence job 
performance  

 
The Relation between Work Motivation and Job 
Performance 
Motivation can be considered as a variable 
contribute to enhance performance of employee. 
Motivation to perform a job can be viewed as 
intrinsic and extrinsic motivation. A study conducted 
by Deci and Ryan (2000) noted that intrinsic 
motivation brings positive effect in order to increase 
creativity.  Relationships among motivation and 
other variables have been demonstrated in previous 
studies, for instance associates with creativity (Deci 
& Ryan, 2000), job satisfaction and well-being 
(Ilardi, Leone, Kasser, & Ryan, 1993; Shirom, 
Westman, & Melamed, 1999), organizational 
citizenship behavior (Bolino, 1999), and affective 
commitment (Eby, Freeman, Rush, & Lance, 1999). 
Employee might intrinsically be motivated thought 
they encounter obstacles and challenges (Utman, 
1997). Feedback from manager is needed to enhance 
employee development through learning program. 
The program can be perceived as support of 
organization towards employee. Motivation is a 
short of inner energy that drive individual behaviour. 
Motivation is a driver of causal behaviour that make 
individual to take action (Chaudhary & Sharma, 
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2012).  According to Said et al (2015) employee 
motivation is related to willingness individuals to 
fulfil their needs. This concept refers to Maslow’s 
hierarchy of needs. This need will lead the 
individual to perform batter in their career in the 
simple they can perform in their job performance. 
Performance can be on their customers, salary or 
others. Chaudhary and Sharma (2012) argued that 
employee with high motivation tend to have higher 
productivity than low motivation. Motivation might 
be linked to satisfaction which makes them happy, it 
will result in enhancing productivity. A highly 
motivated employee attempts to demonstrate good 
responsibility for their jobs. Employee with good job 
performance will result in increasing value to the 
organization. The issues about employee motivation 
frequently associates with perceived job satisfaction 
and employee well-being (Bogdanova & 
Naunivska,2008). 

A motivated person demonstrates his or her 
strong effort to achieve organization goals with the 
best way (Owusu,2012). Employee with high level 
motivation shown the best fit individuals by 
resulting in good outcomes (i.e. performance) which 
in turn achieving organizational goals.  Motivated 
workers are likely to affect increasing job 
performance. Therefore, attempts to increase job 
performance can be taken into account by increasing 
employee motivation.  The the hypotheses can be 
proposed: 

H2 : Motivation is positively influence job 
performance 

 
Work Motivation as Moderator  
Training is defined as the organized activity aimed 
at imparting information or instructions to improve 
the recipient’s performance. (Saeed et al, 2012). 
Training can be said as effort to improve level of 
knowledge or skill by giving opportunity to 
employee to participate. Employees motivations are 
increased when the organization empower them. 
When they are empowered, then they did well. 
Kreitner (1995) describes the psychological way that 
gives the purpose and direction to behaviour. 
Training can be directly to link with job 
performance because it is likely to enhance the 
knowledge towards the job. It also increases the 
efficiency of work and contributes to the success of 
organization. Importance of training cannot be 
neglected in any organization worldwide. By 
participating in training employees become more 
efficient in their jobs and they are likely to give 
better results. Deficiencies and discrepancies are 
identified first and with the help of training 

programs employees become able to do work well. 
By introducing more training programs in the 
organization employees perceive organization 
providing opportunity to increase knowledge and 
skill.  Training affects the performance positively 
only when organization found appropriate personnel.  
It is a set of energetic forces that originate inside the 
persons to initiate behavior and to determine the 
direction, intensity, form and duration. Motivation is 
the willingness to exert high levels of effort to reach 
organizational goals, conditioned by the effort's 
ability to satisfy some individual need. Motivation 
has a significant importance on the performance of 
employees. But if the right person for the right job is 
not selected then motivation will be having no effect 
or zero effect on employee’s job performance. 

The studies by Roos and Van Eeden (2013) and 
Soliha et al (2014) have been considered motivation 
as a moderating variable to explain whether 
motivation can strengthen relationship between 
training and job performance. Then, the hypothesis 
can be proposed: 

 H3 : The relationship between training and job 
performance is positively  moderated by work 
motivation 

 

 

 

 

Figure 1: Theorical Framework 

 

3 RESEARCH METHOD 

The design of this study uses a quantitative approach 
to the type of survey research. The survey was 
conducted in Regional Hospitals in West Sumatra 
Province. There were four hospitals involved in the 
this research with total number of respondents is 174 
nurses. The data was analysed by using SPSS  20 
includes analysis of the respondent’s characteristic. 
Measurement variable of training consisted of 15 
items of 5 point likert scale which was adapted from 
Khanfar (2014). Job performance as dependent 
variable was measured using 22 items with 5 point 
likert scale. The instrument was adapted from Al-
Homayan, Samsuddin and Islam (2013).  Work 

Training Job 
Performance 

Work Motivation 
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Motivation as moderator variable instrument was  
adapted from Negarandeh & Ghasemi (2015) 
consists of 17 items. All  research instruments using 
5 point Likert Scale (1= strongly disagree, 2= 
disagree, 3= neutral, 4= agree, and 5= strongly 
agree).  Checking for data entry also was conducted 
before data enters in subsequent analysis. 

4 ANALYSIS 

Testing the hypotheses was conducted by using 
moderated regression analysis. It began from   
checking for data entry. The reliability of each 
construct was assessed using cronbach alpha. Hair et 
al. (1998) suggested that usual lower limit for 
Cronbach alpha is .70, but in exploratory research 
this limit may decrease to .60). The constructs of 
training, work motivation, and job performance 
demonstrated good reliability. The psychometric 
properties of variables are reported in Table 1. 

Table 1 The Psychometric Properties of Variables 

 
Variable 1 2 3 

Cron
bach  Mean SD 

Training 
(1) 

-   .
811 

3.94 .46 

Work 
Motivati
on (2) 

.46
8** 

-  .
785 

3.85 .59 

Job 
Perform
ance (3) 

.35
3** 

.442* - 
886 

3.72 .64 

 
Further, this research is also aimed to exam the 

impact of moderating variable (i..e. work 
motivation) between training and job performance. It 
is purported to asses the interaction effect of 
moderating variable. 

 

Table 2: F-test for overall model 

R R-
Square 

F Significant

.332 .164 5.088 0.01

 
F Test aims to know the impact of independent 
variables (include moderating variable) in overall 
toward dependent variable. The result indicates that 

overall independent variables have impact on 
dependent variable. 
 

 

Table 3: Regression Analysis 

Variable a Job Performance 

Model 1 Model 2 Model 3 

Step 1: Training 
(T) 

.116** .124* .174** 

Step 2: Main 
Effect of Work 
Motivation 
(WM) 

 .225** .155* 

Step 3: 
Interaction 

Training x 
Work 
Motivation 
(T*WM) 

   

.311** 

Overall F 1.156 2.334** 5.088** 

R ² .021 .065 .164 

F Change  1.178** 2.754** 

R ² Change  .044 .099 

Note: N = 174. Entries are standardized regression 
coefficients. a Variables are standardize.   

* p ≤ .05. ** p ≤  .01 
 

In order to test the interaction effects of training 
and work motivation, regression analysis was 
conducted with three steps (Table 3).  Multiplicative 
terms for the standardized independent variables 
were created, as suggested by Cohen and Cohen 
(1983). Then, the standardized independent variables 
were included into the equation in three steps. Step 
1, regression equations were computed by entering 
independent variable in the regression analysis, then 
step 2,  it was followed by moderator variable.  
Finally, interaction effect of independent variable 
and moderator variable was computed in step 3 (see 
table 2). In the step 2, regression showed the 
incremental variance accounted for by interaction 
effect of training and work motivation was 
significant forjob performance ( ∆ F=2.754, p ≤  
.01). The results supported that job performance 
significantly influenced on work motivation. 
Training are found significantly influence on job 
performance. The finding also supports that work 
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motivation significantly moderates relationship 
between training and job performance.  

 

5 RESULTS 

In this research, there are 200 questionnaires 
distributed in the hospitals, however there were 174 
returned questionnaires. There were173 
questionnaires are proceeding in to the next process 
(respond rate 86,5 %).  The summary of 
respondent’s characteristics was in the Table 4. 

Table 4: Respondents Characteristic 

Characteristics Result 
Gender Female (85,5%) 

Education Background Diploma III (53,8%) 
Age >35 (38,7%) 
Marital Status Married (83,8%) 
Employment Status Civil Servant (65,3%) 
Working Experience 6-10 years (31,8%) 
Income/Month 2.000.000-4.000.000 

(42,2%) 
Ever Taken Training 
or Not 

Taken (95,4%) 

Training Match or Not Match (97,1%) 
Numbers of Training <3 times (44,5%) 
Type of Training Skill for Nurses 

(69,4%) 
Benefit of Training Useful (60,1%) 

 
 

6 DISCUSSION 

The Effect of Training on Job Performance 
Testing of the hypothesis found that training has 
positive relationship to job performance. Impact of 
training can improve employee’s performance 
towards the job. This research indicated that training 
increases the job performance. Training also aims to 
increase the professional knowledge to accomplish 
the jobs. The training is purported to improve 
behavioral aspects of employee to increase 
effectiveness working with groups or teams (Abu 
Snenah and Al Farisy, 2003, p. 201).  

Training is needed to increase employee 
performance.  In the case of health-care industry 
(e.g. hospital), role of training is crucial to improve 
nurse’s skill. The finding noted that the nurses who 

have obtained the training would  feel the training  
was  match with their current job and it could 
increase their ability. It can be concluded that the 
more frequent nurses get training, the more they get 
new skills and get developed. Lack of training of 
nurse might result in low level competency which in 
turn affects the performance. The nurses in a 
hospital does not stay in one unit. They often rotate 
to other units in the hospital. For example in 
emergency unit, not all nurses that rotate can get this 
position except nurses that have been trained in 
emergency training. To some extent only nurses 
with high skill can get particular unit (e.g. operation 
room) because the position needs specific skills and 
high risk for the patient. Employee training and 
development refers to a systematic process of 
learning and development to upgrade the 
effectiveness of a single worker, a group, or an 
organization (Aguinis & Kraiger, 2009). The result 
of current study consistent with study conducted by 
Mia et al (2009). Their study in the context 
educational industry noted that impact of training 
able to improve teacher’s performance and 
productivity. Ghannam et al (2010) also supported 
effect of  training and job performance is exist. The 
employees obtained training would also demonstrate 
higher level the organizational commitment. 
Employees motivations are increase when the 
organization able to empower them. 

 
The Effect of Work Motivation on Job 
Performance 
An examination relationship between work 
motivation and job performance found that work 
motivation significantly influenced on job 
performance. Motivation is internal power that 
energize worker to behave. According to Chaudhary 
& Sharma (2012), motivation is internal energy that 
drive workers to take action. Work motivation is the 
process that includes individual’s intensity, direction 
and persistence of effort in order to achieve the goal.  
Workers can be intrinsically motivated by 
demonstrating persistence when encountering 
obstacles and challenges (Utman, 1997), and they 
will devote greatertime and attention to accomplish 
jobs (Deci & Ryan, 2000; Hackman & Oldham, 
1980). It should enhance his or her job skills. 
Employee with high motivation tend utilize 
feedback from supervisor to improve learning and 
future development. It can argue that motivation 
determines how much efforts of the nurses to 
increase their job performance which in turn lead to 
a successful service of a hospital. 
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The current finding strengthen that employees 
with high level of motivation lead to better job 
performance. Chaudhary and Sharma (2012) argued 
that the higher level of employee motivation, the 
more productive the workers. The situation might be 
linked to feeling satisfisfaction and happy of the 
workers. The current finding noted there is direct 
effect of employee motivation on job performance. 
It is in line with study conducted by Chaudhary and 
Sharma (2012) that argued employees with high 
level motivation frequently attempts to accomplish 
every aspect in their duties. Increasing job 
performances would lead to higher productivity of 
organizations. 

 
Work Motivation as Moderator between training 
and job performance  
The result of testing hypotheses supported the role 
of work motivation can be moderator between 
training and job performance. The effects of training 
on employee’s job performance demonstrated that 
training able to increase job performance. 
Nevertheless, the impact might contingent on level 
of work motivation. The greater level of employee 
work motivation would lead to higher job 
performance. Employees with low level work 
motivation would lead to increase job performance, 
however the impact will be greater when the 
employee have higher level of work motivation. It 
also increases the efficiency of work and contributes 
to the success of organization. Importance of 
training cannot be neglected in any organization 
worldwide. Training is efforts to enhance employee 
skill and knowledge in order to improve 
productivity. The recent finding notes that work 
motivation functions as strenghtening effect of 
training on job performance.  The motivation is 
needed to increase job performance of nurses who 
obtained the training. Effect of training on job 
performance contingents on work motivation. 
Worker with high level motivation will demonstrate 
stronger effect of training on job performance than 
worker with low level motivation. Training helps 
nurses to understand their duties and responsibilities 
while improving technical and managerial skills. 
The hospital also send a message that the 
organization values progress, both in organizational 
achievements as well in the careers of its people, 
especially nurses. This can be the way of the 
hospital to appreciate nurses. By this way the nurses 
feel their hard-work is appreciated by the hospital.  
Nurses who have obtained training can effectively 
do their job and increase their job performance. By 
giving training for the  nurses, they will get ready 

things on track to increase work quality and 
incomes.  

7 CONCLUSIONS 

This research is a quantitative research using 
primary and secondary source of data to exam the 
role of work motivation as a moderator between 
training and job performance.  The surveys were 
aimed to nurses in regional hospital in West Sumatra 
Province. The result indicates that training positively 
impacted on job performance. It is happened 
because most of the nurses already taken training. 
The training able to improve the nurses’ skills which 
directly affected on their job performance. Further, 
the result indicated that work motivation positively 
influenced on job performance. Many factors 
contribute to work motivation of nurses included 
basic salary. The result indicated that the effect of 
training on job performance will depend on the level 
of employee’s motivation. It can be argued that work 
motivation is needed to enhance job performance of 
nurses after they get training. In general, work 
motivation and training significantly impact on 
enhancing job performance of nurses. The research 
provides several implications for improvement of 
better understanding job performance of nurses. To 
increase job performance of nurses the hospital have 
to increase the frequency of training, especially for 
nurses. In order to make the training become 
effective, the management have to allocate budget 
for employees that will be trained or to held a 
training in the hospital. There are some implications 
of this research regarding effort to improve 
performance. First, conducting training needs 
analysis to find the need of training. Choosing 
candidate that will be trained also have impact that 
will make training become effective, candidate that 
will be trained have to match with her/his abilities. 
Second, the need of the training that suitable with 
job and abilities of each trainee. Lastly, the hospital 
have to evaluate the nurses after they get trained. By 
evaluating the training programs, the hospital 
management could measure whether the training 
effective or not and also to evaluate the performance 
of nurses after getting  training.  

Work motivation have direct influence on job 
performance, meanwhile work motivation as  
moderating variable did not have influence on job 
performance. Work motivation of nurses can be 
influenced by source of motivation where it is 
internal and external.  Intrinsic motivation such as 
opportunity for growth, responsibility, achievement 
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and recognition. Extrinsic motivation such as job 
security, salary, working conditions and company 
benefits. Both intrinsic and extrinsic motivation can 
be controlled by hospital, for example like create a 
comfortable workplace for nurses, giving 
compliance when the nurses achieve something and 
fully responsible to their job, increase their salary, 
create more opportunity to promote them self to 
higher position in hospital and giving reward for 
nurses that have high achievement 
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Abstract: This study was intended to examine the effect of profit sharing principle and interest, bank reputation, and 
information asymmetry against customer decision in choosing banking services between islamic bank and 
conventional bank in Jambi Province. In this study, data was obtained from primary data using a 
questionnaire. The respondent obtained from customer of islamic bank and conventional bank in Jambi 
Province. The sample selection used nonprobability sampling with acidental sampling technique and 
analized by using discriminant analysis. The results showed that in choosing banking services, the customer 
of islamic and conventional banks in Jambi Province did not take attention about the principle of profit 
sharing and interest, bank reputation and information asymmetry. 

1 INTRODUCTION 

In the assessment of the Global Islamic Financial 
Report (GIFR) in 2016 Indonesia got ranks sixth of 
the country that has the potential and is conducive in 
the development of the islamic finance industry after 
Malaysia, Iran, Saudi Arabia, United Arab Emirates, 
and Kuwait, Indonesia is projected to rank first in 
next few years. This optimism is in line with the 
pace of institutional expansion and the accelerated 
growth in the assets of islamic banks which are very 
high, coupled with the volume of sukuk issuance 
that continues to increase  (IslamicFinancialPolicy, 
2016). 

Finance Minister Bambang Brodjonegoro in the 
National Sharia Economy seminar at the Ministry of 
Finance Complex, Jakarta, Tuesday, April 14, 2015, 
stated that the reason Islamic banks have a stronger 
endurance than conventional banks faced with the 
global crisis is because islamic banks tend to play 
safe which means every transaction in islamic 
finance must be based on underlying asset. That is 
different from conventional banks that tend to be 
speculative. Many conventional banks play at the 
level of high speculative. Whereas Islamic banks are 
not in the area, they tend to be more conservative 
and prioritize caution. However, it does not mean 
riskless Islamic banking. If the management does 

not go well, then there is a possibility that it can be 
problematic (Anonim, 2015). 

Islamic banks are banks that in their operations 
do not use the interest system, but use the basic 
principles in accordance with Islamic sharia. In 
determining the rewards, both rewards given and 
received, Islamic banks do not use interest systems 
like conventional banks, but use the concept of 
reward in accordance with the agreed contract which 
is often called a profit sharing system  (Ismail, 
2014). Whereas according to (Undang-
UundangNo21, 2008), conventional banks are banks 
that carry out their business activities conventionally 
and based on their types consist of conventional 
commercial banks and rural credit banks, while 
conventional commercial banks are conventional 
banks which provide services in payment traffic and 
people's credit banks are conventional banks which 
in their activities do not provide services in payment 
traffic. 

 This research intended to examine the effect of 
profit sharing and interest principle, bank reputation, 
and information asymmetry against customer 
decision in choosing banking services between 
islamic bank and conventional bank in Jambi 
Province. 
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2 THEORETICAL FRAMEWORK 

According to  (Maisur, et al., 2015) the principle of 
profit sharing is the profit obtained by sharia-
compliant banks that are shared with customers. The 
level of division must be based on the percentage 
ratio and not the specified amount. 

Interest is additional money deposited in 
financial institutions or money lent. The amount of 
interest to be paid is set in advance regardless of 
whether the financial institution of the deposit 
recipient or the borrower is successful in his 
business or not. The amount of interest that must be 
paid is listed as a percentage number or per hundred 
in a year which means that if money is not paid or 
deposits are not taken in a few years the debt can 
occur or the savings will multiply  (Muhammad, 
2011) 

The issue of interest responsiveness to savings 
and its effect on economic growth in developing 
countries (LDCs) concluded that the high interest of 
the people in saving was influenced by the high and 
low interest rates. The higher interest rate results in 
an increase in the amount of savings. If the interest 
rate is high, then the community will reduce current 
consumption to increase savings  (Arrieta, 1988). 

Financing projects are at the core of people's 
lives and development bases. Funding patterns, 
instruments and frameworks facilitate financing and 
lead to development. Several types of financing 
instruments are common in developed countries that 
lubricate the wheels of development. Islam forbids 
flowers and justifies profit sharing. Both provide 
benefits but have fundamental differences as a result 
of investment and money saving  (Maisur, et al., 
2015). 

In conducting transactions in Islamic banks, 
customers only consider the profit sharing factor. 
When it is found that the profit sharing rate of 
Islamic banks is higher than the interest rate of 
conventional banks, such as when the research is 
conducted, they will join Islamic banks. The rest, if 
the situation is reversed, it is feared they will choose 
to join a conventional bank. From here a simple 
prediction can be made if the interest rate is high 
while the profit sharing rate is unable to keep pace 
with the rate of interest, it is not impossible if the 
customer will transfer funds to a conventional bank 
which offers higher economic benefits  (Misanam & 
Liana, 2007). 

The policy carried out by the company to achieve 
reputation is by holding a personal selling, because it 
is considered that this program can be closer to 
themselves between companies and consumers 
(Azis, 2001). Several things related to this are that 
personal selling must take place through face to face 

with customers and must be aggressive in order to 
provide communication between customers and 
companies that will provide a form of service  (Azis, 
2001). 

The company's reputation is built on a network 
of stakeholder partnerships through which 
companies continue to improve organizational 
learning and develop new business solutions. In 
particular, the activation of decision processes that 
involve stakeholders, partnership building, and 
supportive behavioral stimulation, allows companies 
to recover from severe losses of investor confidence  
(Romenti, 2010). 

Even though the company's reputation is 
everywhere, it is still relatively replaceable. Some, 
surely because reputation is rarely noticed until they 
are threatened. Economists see reputation as a 
transitory signal. Game theory describes reputation 
as a character that distinguishes between types of 
companies and can explain their strategic behavior. 
Signaling Theory calls our attention to the 
information content of reputation. Both recognize 
that reputation is actually the perception of the 
company that is owned by external observers. For 
Game Theory experts, reputation is functional: they 
generate perceptions among employees, customers, 
investors, competitors, and the general public about 
what a company is, what it does, what it means. This 
perception stabilizes the interaction between the 
company and its people  (Fombrun & Riel, 1997). 

Past behavior, attitudes and product attributes 
together have a significant effect on interest in 
saving  (Sagan, et al., 2012). Examined the effect of 
service facilities, products and promotions on 
customer decisions in saving where the factors of 
service facilities, products and promotions have an 
influence on customer decisions in saving  (Yupitri 
& Sari, 2012). 

Disclosure of information to bank stakeholders, 
should not be limited to financial information alone, 
but also non-financial information that allows 
customers to know the level of suitability of bank 
operations with the principles that exist in the bank. 
This is because with the existence of complete 
reporting of information it will support the 
relationship of corporate governance that is 
beneficial for both parties  (Yulianto, 2010). 

The desire of customers to obtain financial 
information as complete as possible is difficult to 
fulfill by management because it is influenced by 
several factors such as the cost of presenting 
information, management's desire to avoid risks to 
see its weaknesses, and time used to present 
information  (Yaya & Ahim Abdurahim, 2003). 
Besides this according to  (Yaya, et al., 2007) 
management needs to consider cost and benefits in 
presenting disclosure in financial reports or annual 
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reports. management and cost can also be used by 
management in providing financial information, so 
that management will be more selective in delivering 
financial information.  

Customers need non-financial information 
regarding the application of the principles and 
quality of services provided by the bank. Non-
financial information will be used to assess the 
quality of the application of the principles and 
quality of actual bank services because this is the 
main reason customers save in the bank  (Yaya, et 
al., 2007). 

3 RESEARCH METHOD 

The population in this study were customers of 
conventional banks and Islamic banks in Jambi 
Province. The method of data collection in this study 
is to distribute questionnaires and conduct 
interviews with respondents. The selection of 
samples to be tested in this study using 
nonprobability sampling technique. Nonprobability 
sampling techniques include, systematic sampling, 
quota sampling, incidental sampling, purposive 
sampling, saturated sampling, and snowball 
sampling. Of the six Nonprobability Sampling 
techniques, this study uses accidental sampling 
techniques  (Sugiyono, 2012), which is the sample in 
this study are customers of islamic banks in Jambi 
Province and customers of conventional banks in 
Jambi Province. 

Exogenous variables in this study are the 
principle of profit sharing and bank interest, bank 
reputation, and bank information asymmetry. The 
endogenous variable in this study is the customer's 
decision. 

The analysis used in this study is discriminant 
analysis. Before discriminant analysis, the data must 
first be tested whether the data is normal and the 
absence of multicollinearity between independent 
variables and each independent variable follows the 
normal distribution function and homogeneity of 
variance between groups of data  (Yamin & Heri, 
2014). This research was tested in the following 
discriminant model: 

 
Z =  + w1X1 + w2X2 + w3X3 

 
Where: 

 Z  =  Value of the discriminant function 
   =  Constanta value 
 w1 =  The coefficient of the principle of profit 

sharing and interest 

 X1  =  The principle of profit sharing and 
interest 

 w2 =  Bank Reputation Coefficient 
 X2  =  Bank's reputation 
 w3 =  Information Asymmetry Coefficient 
 X3  =  Information Asymmetry 

 
So the discriminant function can be written as: 
 

Z  = w1 The Principle Of Profit Sharing And 
Interest + w2 Bank’s Reputation + w3 
Information Asymmetry 

 
The steps taken in discriminant analysis are 

identifying discriminant variables, discriminant 
functions, and classifications. 

4 ANALYSIS 

Before discriminant analysis, make sure the data is 
normally distributed, and the absence of 
multicollinearity between independent variables and 
each independent variable follows the normal 
distribution function and homogeneity of the 
variance between groups of data (Yamin & Heri, 
2014). 

 
4.1 Multicollinearity Test Results 
Seeing the results of the calculation of tolerance 
values in table 1, there is no independent variable 
that has a tolerance value of less than 0.10 which 
means there is no correlation between independent 
variables whose value is more than 95%. The results 
of the calculation of the Variance Inflation Factor 
(VIF) also show the same thing, namely there is not 
one independent variable that has a VIF value of 
more than 10. So it can be concluded that there is no 
multicollinearity between independent variables. 

 
Tabel 1: Multikolinierity Test Result 

Model 

Collinearity 
Statistics 

Toleranc
e VIF 

(Constant)  
Prinsip Bagi Hasil dan

Bunga
,301 3,324

Reputasi Bank ,428 2,334
Asimetri Informasi ,224 4,465
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4.2 Normality Test Result 
The data normality test was carried out by 
Kolmogorov-Smirnov nonparametric statistical test 
and normal distributed data can also be seen on 
Normal P Plot Regression Standardized Residual 
Graph. 

 
Table 2 : Kolmogrov-Smirnov test Result 

One-Sample Kolmogorov-Smirnov Test

 

Unstan
dardized 
Residual 

N 71
Normal Parametersa,b Mean ,000000

0
Std. 
Deviation 

,332989
86

Most Extreme Differences Absolute ,053
Positive ,039
Negative -,053

Test Statistic ,053
Asymp. Sig. (2-tailed) ,200c,d

 
From the results of the Kolmogrov-Smirnov Test 

in table 2, the results of the Kolmogrov-Smirnov 
value are 0.053 with Asymp. Sig. (2-tailed) 0.200. 
This result shows normality data because of the 
asymp value. Sig. (2-tailed)> 0.05, which means that 
a disturbing or residual variable has a normal 
distribution. 

 

 
Figure 1: Normal P-P Plot of Regression Standardize 
Residual 

 
By looking at normal P-Plot of regression 

standadized residual graphs in picture 1, the points 
spread around the diagonal line, and the spread does 
not move away from the diagonal line which means 

the normal P-chart The standadized residual plot 
shows a normally distributed model. 

 
4.3 Identifying Discriminant Variables 
Identifying discriminant variables can be seen F test 
statistics, for F test can be used p-value in the 
significant column where: 
1. Sig. > 0,05, means there are no differences 

between groups. 
2. Sig. < 0,05, means there are differences between 

groups. 
 
From the explanation of table 3, it can be seen 

that only four variables are (X2.6), (X2.7), (X2.8), 
and (X2.9) which can be used to identify differences 
between categories. So the variables that are feasible 
and can be used for discriminant analysis are 
variables (X2.6), (X2.7), (X2.8), and (X2.9). 

 
Table 3: Discriminant Variable Identification 
Results 

Tests of Equality of Group Means 
Wilks' 

Lambda F 
d

f1 df2 Sig.
X1.1 ,995 ,334 1 69 ,565
X1.2 ,993 ,513 1 69 ,476
X1.3 ,995 ,326 1 69 ,570
X1.4 ,994 ,388 1 69 ,535
X2.1 ,959 2,986 1 69 ,088
X2.2 ,984 1,092 1 69 ,300
X2.3 ,992 ,533 1 69 ,468
X2.4 ,999 ,103 1 69 ,749
X2.5 ,986 ,992 1 69 ,323
X2.6 

,862
11,04

8 
1 69 ,001

X2.7 
,724

26,26
6 

1 69 ,000

X2.8 ,943 4,174 1 69 ,045
X2.9 ,881 9,308 1 69 ,003
X3.1 ,990 ,689 1 69 ,409
X3.2 ,970 2,119 1 69 ,150
X3.3 1,000 ,000 1 69 ,989
X3.4 1,000 ,017 1 69 ,896
X3.5 ,997 ,230 1 69 ,633
X3.6 ,995 ,323 1 69 ,571
X3.7 ,986 ,972 1 69 ,328
X3.8 1,000 ,011 1 69 ,917

 
4.4 Discriminant Function 
The discriminant function equation can be seen in 
the canonical discriminant function coefficients table 
in table 4. Then the discriminant function equation 
in this study is: 
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Z  =  0,447 + 0,153*X1.1 + -0,467*X1.2 + -

0,048*X1.3 + 0,192*X1.4 + 0,704*X2.1 + 
0,009*X2.2 + -0,032*X2.3 +  -0,517*X2.4 + 
-0,063*X2.5 + 0,007*X2.6 + 0,454*X2.7 + -
0,472*X2.8 + 0,776*X2.9 + -0,009*X3.1 +  -
0,051*X3.2 + -0,125*X3.3 + 0,203*X3.4 + -
0,463*X3.5 + -0,069*X3.6 + 0,171*X3.7 + -
0,331*X3.8 

 
Table 4 : Discriminant Function Result 
Canonical Discriminant Function 

Coefficients 

 
Function 

1
X1.1 ,153
X1.2 -,467
X1.3 -,048
X1.4 ,192
X2.1 ,704
X2.2 ,009
X2.3 -,032
X2.4 -,517
X2.5 -,063
X2.6 ,007
X2.7 ,454
X2.8 -,472
X2.9 ,776
X3.1 -,009
X3.2 -,051
X3.3 -,125
X3.4 ,203
X3.5 -,463
X3.6 -,069
X3.7 ,171
X3.8 -,331
(Constant) ,447
Unstandardized coefficients 

 
From the equation, it can be seen that the most 

dominant variable X2.9 is to predict differences in 
groups of types of sharia bank customers and 
conventional bank customers, because it has the 
highest coefficient value of 0,776 while variable 
X2.4 is a weak factor to predict customer decisions 
in choosing banking services between Islamic banks 
and conventional banks, this difference is seen from 
the coefficient value of – 0,517. 

To test the statistical significance of the 
discriminant function, multivariate test of 
significance is used, so to test the differences 
between the two groups of banks, namely Islamic 
banks and conventional banks for all variables, 

multivariate tests are used together. The wilk’s 
lamda test can be approximated by the chi-square 
statistic (Ghazali, 2011). 
 

Table 5 : Wilks Lamda Test Result 
Wilks' Lambda 

Test of 
Function(s)

Wilks' 
Lambda

Chi-
square df Sig. 

1 ,437 48,378 21 ,001
 

Based on table 5, the value of wilks lamda is 
0.437 with a significant value of 0.001 <0.05, then 
there is a significant difference between sharia bank 
customer decisions and conventional bank customer 
decisions which means accepting the hypothesis H0 
is 48,378 compared to the value The chi-square table 
that can be seen with the chi-square table (n-1 with 
significance 0.05) is equal to 90.53> from the 
calculated chi-square value of 48.378 with a 
significant number of 0.001 so that there is a 
significant (real) difference between decisions of 
sharia bank customers and conventional bank 
customer decisions which means accepting the 
hypothesis H0. 

To test how big and meaningful the differences 
between the two groups of companies can be seen 
from the square canonical correlation (CR2) value 
shown in table 6. 

 
Table 6 : Eigenvalues Test Result 

Eigenvalues 

Func-
tion 

Eigen-
value 

% of 
Varian-

ce 
Cumula-

tive % 
Canonical 
Correlation

1 1,286a 100,0 100,0 ,750
 

The result of table 6 shows the canonical 
correlation number is 0.750 which if squared (0.750) 
2 is 0.563. This means that 56.3% of the variance of 
the customer's decision variables in selecting 
banking services can be explained by the principle 
of profit sharing and banks, bank reputation, and 
bank information asymmetry. 

 
4.5 Classification 
One of the discriminant functions is to classify 
future observations into one of two groups of 
companies. In this study the two groups of 
companies in question are the decisions of customers 
in choosing banking services between conventional 
Islamic banks and banks which can be seen in table 
7.  
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Table 9 : Classification Results 
Classification Resultsa 

 Jasa 
Bank 

Predicted 
Group 

Membership

To
tal 

 1 2
Origin

al 
Count Bank 

Syariaah
30 5 35

Bank 
Konvensio
nal 

5 31 36

% 1 85,7 14,3 100,0
2 13,9 86,1 100,0

a. 85,9% of original grouped cases correctly 
classified. 

 
Table 7 shows that there were 10 respondents 

who were misclassified, namely 5 respondents who 
initially decided to choose the services of a 
conventional bank were then predicted to choose 
Islamic banking services, and 5 respondents who 
actually chose Islamic banking services were 
predicted to choose the services of conventional 
banks. Overall, the discriminant model formed has a 
fairly high validation level is 85.9%. The survey 
results above show the results of the accuracy of the 
discriminant model which is quite high. 

5 RESULTS 
 
5.1 Effect of Profit Sharing Principles and 

Interest on Customer Decisions 
The result of the study shows that the principle of 
profit sharing and interest does not affect the 
customer's decision in choosing banking services 
between islamic banks and conventional banks. The 
tendency of customers to choose banking services 
viewed in terms of profit causes customers to prefer 
saving to conventional banks compared to Islamic 
banks because the interest gains obtained at 
conventional banks are higher even though basically 
the customer knows that the principle of interest is 
usury for non-Muslim customers, while profits on 
Islamic banks are volatile. This was made clear by  
(Arrieta, 1988) who concluded that the high interest 
of people in saving was influenced by the high and 
low interest rates. 

The tendency of customers to choose banking 
services in terms of benefits supported by  (Misanam 
& Liana, 2007) states that in conducting transactions 
in Islamic banks, customers only consider profit 
sharing factors. When it is found that the shari'ah 
bank profit sharing rate is higher than the 

conventional bank interest rate, then they will join a 
sharia bank. 

The results of the study show the customer's 
perceptions of the principle and profit sharing 
system and interest that the customer does not 
understand well the concept of profit sharing and 
interest, both in the product and the operational 
mechanism, especially for the principle of Islamic 
banks. In this case the socialization of the 
community for Islamic bank principles in particular 
and conventional banks is very necessary because 
there are still many people who do not yet know the 
principles of interest and profit sharing so that 
customers consider basically the same. 

The results of interviews with one of the 
customers when interviewed claimed that if making 
a loan with an Islamic bank would be more 
disadvantage compared to a conventional bank, this 
is because the installments paid every month on 
Islamic banks are larger than conventional banks. 
Conversely, there are also customers who argue that 
making loans to Islamic banks can actually pay 
lower interest compared to conventional banks. 
Differences of opinion expressed by customers can 
be caused by policies in determining profit sharing 
and interest in different banks and in principle the 
profit sharing system in Islamic banks and interest in 
conventional banks is different. 

After the research was found other factors that 
influence customers in making decisions to choose 
banking services, namely factors that are influenced 
by aqeedah and according to Islamic law, customer 
thinking about usury which is forbidden in the 
Qur'an and Hadith makes customers more Islamic 
banks than banks conventional. In this regard also 
the factor of the length of time the customer relates 
to the bank contributes to the loyalty of the tendency 
of customers to choose bank services that are used 
today even though the customer understands that 
bank interest is contrary to Islamic sharia. Like 
customers in conventional banks who are reluctant 
to move to Islamic banks because they have long 
been customers of conventional banks, this can be 
seen from the sample that the length of time being a 
customer in a conventional bank is dominated by 5-
10 years and more than 20 years for 58%. the length 
of being a bank customer in sharia is dominated for 
0-5 years and 5-10 years by 89%. 

 
5.2 Reputation Effect of Banks on Customer 

Decisions 
The result of the study shows that the bank's 
reputation does not have a significant influence on 
the customer's decision in choosing banking services 
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for both islamic banks and conventional banks. 
However, four indicators of the bank's reputation 
variables are (1) the availability of strategic 
locations for branch offices that are easily reached, 
not far from home, and have access to public 
transportation facilities to the bank office, (2) easy 
location for ATM availability, (3) excellence bank 
products, and (4) bank achievements that have 
already been achieved and perceptions of both the 
people who have used products at the bank have an 
influence on the customer's decisions in choosing 
banking services. 

 The results showed that the level of employee 
honesty, speed and responsiveness of employees in 
dealing with complaints of problems needs to be 
improved, so that customers will be more trusting 
and more loyal to use banking services. In addition, 
the level of comfort of the atmosphere of the room at 
the bank office given to the bank at this time (such 
as the waiting room, transaction space) must be 
further increased so that customers feel comfortable 
despite waiting with a long queue number. 

Safe bank area conditions such as the location of 
the bank, parking lot, CCTV monitoring, etc. need to 
be considered so that customers can feel safe to 
transact with the bank, no need to worry about 
unwanted things. The large availability of strategic 
location of branch offices and the ease of finding 
locations for the availability of ATMs can attract 
customers to use bank services where customers 
more easily reach bank offices and find ATMs if 
they want to make transactions. 

After conducting a survey and conducting 
interviews with several customers, one of the 
reasons customers choose bank services currently 
used is due to the needs and information obtained. 
The customer claims to use the bank that he is 
currently using because of the need factor in which 
the employee's salary is now transferred and taken 
through the bank in collaboration with the office 
both government and private offices. Likewise, 
students who will get a scholarship where the 
scholarship money will be transferred through a 
bank account according to the requirements when 
applying for a scholarship that inevitably requires 
students to open a new account according to a 
predetermined bank. In addition there are banks that 
offer Hajj savings and some customers use Islamic 
banks for the benefit of Hajj, this is also because 
generally Hajj travel services work together with 
Islamic banks. 

The number of easy to find branch offices also 
affects customers in choosing banking services. In 
the regency area, the number of sharia bank branch 

offices can be calculated compared to the number of 
conventional bank offices. Recognition of customers 
from one of the districts that were respondents 
claimed why they prefer the services of conventional 
banks, because conventional bank offices have long 
been established compared to Islamic banks that 
have only been established for the past 3 months. 
With a bank office that has only one office location 
far from the customer's home, customers are also 
increasingly lazy to use Islamic banking services. 

Conventional bank customers also say why to 
choose the services of conventional banks. This is 
because they have long been customers of 
conventional banks for 5-10 years or even more than 
20 years, at that time not getting information for 
Islamic banks. The lack of socialization of Islamic 
banks compared to conventional banks that often 
socialize offering products through offices in Jambi 
Province and Universities in Jambi City makes 
customers prefer conventional banking services. 
 
5.3 Effect of Information Asymmetry on 

Customer Decisions 
The result of the study shows that information 
asymmetry does not have a significant effect on the 
customer's decision in choosing banking services for 
both Islamic banks and conventional banks. 

The results showed that there were still many 
banks that did not provide complete financial 
information to customers, such as information on the 
calculation of the distribution of interest and interest 
for the customer and the bank, and information on 
how to calculate Loan to Deposits Ratio (LDR), Non 
Performing Loans (NPL), and the Bank's Capital 
Adequacy Ratio (CAR) to customers. Even though 
the customer already knows the benefits for the 
customer, the calculation of the determination of 
profit sharing and interest for the bank and the 
customer remains important, because the customer 
needs information to know the calculation of the 
profit sharing and interest system, because the 
customer is the biggest uncertainty. 

The survey results of one of the bank's former 
employees said why the banks did not provide 
information on the calculation of LDR, NPL, and 
CAR. They themselves as bank employees did not 
know the calculation even the value of LDR, NPL, 
and CAR, with reasons that knew financial matters. 
is part of their accounting and supervisor. Although 
there are several bank customers both in Islamic 
banks and conventional banks do not understand the 
Loan to Deposits Ratio (LDR), Non Performing 
Loans (NPL), and Capital Adequacy Ratio (CAR), 
but this information is still important because many 

Determinants of Customer’s Decision in Selecting Banking Services in the Province of Jambi

1355



 

customers want financial information as complete as 
possible to find out how the real condition of the 
bank, and should be a bank employee must also 
understand this not only accounting and supervisors. 

6 CONCLUSIONS 

The principle of profit sharing and interest does not 
have an influence on the decisions of customers in 
choosing banking services, which means the 
principle of interest and profit sharing does not 
cause customers to choose banking services for both 
conventional and Islamic banks. 

Reputation has no effect on customers decisions 
in choosing banking services, which means that 
employee performance, facilities, environment and 
products do not cause customers to choose banking 
services. 

Information Asymmetry has no influence on 
customer decisions in choosing banking services, 
which means that moral hazard and adverse 
selection do not cause customers to choose banking 
services. 
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Abstract: An efficient bank will be able to reduce costs and impose a relatively low margin on customers. In the long 
term, achieving efficiency will significantly increase the market share of Islamic banking. This study aims 
to measure the efficiency level of Islamic People's Financing Bank (BPRS) in Central Java Province, 
Indonesia. The method used in this study is Data Envelopment Analysis (DEA) to measure and map the 
Islamic People's Financing Bank (BPRS) efficiency level. The data used are all BPRS in Central Java 
during the period of 2010-2016. Data on input and output variables are obtained from the balance sheet and 
profit and loss statement for each BPRS. Two inputs and two outputs are used to measure the efficiency of 
BPRS. The input variables are Third Party Funds (X1) and Personnel Costs (X2). Meanwhile, the output 
variable are Total Financing (Y1) and Operating Income (Y2). The use of deposits and financing in input-
output because this study uses an intermediation approach. The results of this study indicate that in general, 
the average efficiency level of BPRS in Central Java Province during the study period was 75.87%, BPRS 
that achieved optimal efficiency levels were less than those that were not efficient. Pure technical 
inefficiency BPRS exceeds the scale inefficiency, which means managerially incompetent are exist in the 
utilization of input resources even though the BPRS has been operating on a reasonably optimal scale of 
operation. Based on the analysis of total potential improvement, the results showed that in order to be more 
efficient, BPRS that are not efficient should be able to optimize the financing level of 98.16% or almost 
twice the current condition and reduce the operational expense by 0.91%. Similarly, third party funds (DPK) 
that have not been optimized amounted to 0.91%. 

1 INTRODUCTION 

An efficient and profitable banking system becomes 
an indispensable condition for economic growth 
because of the important role of commercial banking 
in the financial system and economic development 
(Dietrich and Wanzenried, 2014). Failures in this 
sector can lead to financial instability and disrupt the 
national economy. Bank performance has attracted 
attention in the literature of economics and finance 
because of its very important role for the economy. 
Bank performance can be measured by various 
terminologies namely efficiency, productivity and 
profitability (Bikker and Bos, 2008) 

Based on profitability measurement, Indonesia 
has better banking performance compared to 
neighboring countries classified as ASEAN-5, 
namely Singapore, Malaysia, Thailand and the 
Philippines. Meanwhile, if the performance of 
efficiency is measured using CIR (cost to income 
ratio), the results are worrying. The results of 

efficiency analysis using the Stochastic Frontier 
Analysis approach conducted by (Alfin Apriyana, 
Hermanto Siregar, 2015) show that Thai banks have 
the highest efficiency value (77.7%) followed by 
Singapore (73.6%), Malaysia (66.9%), Indonesia 
(66.3%), and the Philippines (61.9%). Based on 
these efficiency values, Indonesia is in a position 
that is less efficient compared to ASEAN-5 
countries. Figure 1 shows the final position of 
various measures of banking performance in 
ASEAN-5. 

 
 
 
 
 
 

Source: bankscope data for December 2015 except for 
Malaysia, Singapore Sep 2015 

Figure 1: Comparison of ASEAN-5 Banking Performance. 
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The development of the Islamic banking industry 
in Indonesia shows a relatively good tendency, 
although it seems slow. Data in December 2015, 
based on sharia banking statistics, the number of 
Islamic banks has reached up to 12 Islamic 
Commercial Banks, 22 Sharia Business Units and 
163 Islamic People's Financing Banks with a total 
network of 2,301 offices throughout Indonesia 
(OJK, 2017). 

One of the smaller types of Islamic banks is 
Islamic People's Financing Bank or BPRS. In the 
past 2 years, Islamic People's Financing Bank also 
faced significant challenges and obstacles. From 
2015 to the end of April 2016 there were 8 rural 
banks which were liquidated by Indonesia Financial 
Services Authority where two of them (25%) were 
Islamic People's Financing Bank. In 2015, there 
were 3 liquidated rural banks / Islamic People's 
Financing Bank where one of them (33%) was 
Islamic People's Financing Bank namely BPRS 
Hidayah Jakarta located in West Jakarta. Whereas in 
2016 until the end of April 2016 there were 5 rural 
banks / Islamic People's Financing Bank which were 
liquidated by Indonesia Financial Services Authority 
where 1 (one) of them (20%) were Islamic People's 
Financing Bank namely PT. BPRS Al Hidayah 
located in Pasuruan, East Java. 

Based on the data above, it can be seen that in 
the last 2 years the development of Islamic People's 
Financing Bank was quite worrying because every 
year there are Islamic People's Financing Banks that 
were closed. Nowadays, there are several Islamic 
People's Financing Bank that has worrying 
conditions and under the supervision of the 
Indonesia Financial Services Authority. This Islamic 
People's Financing Bank is not likely to be 
liquidated or revoked if the operating time is not 
able to improve its performance. The revocation of 
the business license (liquidation) of the Islamic 
People's Financing Bank which is currently 
happening is very worrying for sharia banking 
circles. Initially, Sharia Banking including Islamic 
People's Financing Bank was considered safe and 
small, but it was the same as rural banks which had 
the possibility of being closed or liquidated. 

The main motivation for reforming the banking 
sector including the Islamic People's Financing Bank 
is to encourage the banking sector in the regulatory 
and legal framework, monitoring and conducting 
supervision, financing risk management, liquidity 
management, auditing and other important aspects. 
If the banking sector reforms are going well, this 
will be able to increase the efficiency of the banking 
sector which has an effect on every aspect of the 

bank's operations. An efficient bank will be able to 
reduce costs and apply a relatively low margin to 
customers. In the long run, the achievement of 
efficiency will be able to increase market share 
consistently in the Islamic banking industry. 

Indonesian bankers must be able to manage their 
institutions efficiently, both from technical 
efficiency and scale efficiency (as a product of 
economies of scale) in order to compete well. 
Managerial ability to manage costs is very important 
to continue to be elaborated so that alternative 
strategies can be found. Alternative strategies can be 
implemented by bankers because its possibility of 
having a greater impact and management is directly 
in the hands of bank managers. 

Study of banking efficiency in Indonesia and 
several countries showed that although there have 
been many studies that measure banking efficiency 
and identify their determinants, there is still a need 
to add perspectives from two aspects 
simultaneously, namely efficiency management 
(technical efficiency) and economies of scale. This 
is important in a managerial context because the first 
is more short term (quick wins) while the second is 
more medium term. 

Data Envelopment Analysis (DEA) as one 
method of efficiency measurement has been widely 
used by researchers in various countries including 
(Aghayi, 2017) which measures cost efficiency at 
Iran's national bank, (Abul et al., no date) which 
conducts efficiency testing on Malaysian banks, 
(Imad Bou Hamad, Abdel Latef Anouze, 
2016)which examined the efficiency of 151 
commercial banks in Middle Eastern and North 
African countries. Some researchers using the DEA 
method include (Fallah Jelodar and Bagirov, 2016) 
in Tanzania, (Yin et al., 2018) in China, 
(Muhammad Masum et al., 2015) in Bangladesh, 
(Ohe and Peypoch, 2016) in Japan and (Puri and 
Yadav, 2015) in India. 

2 LITERATURE REVIEW 

The concept of efficiency comes from the concept of 
microeconomics, namely producer theory. Producer 
theory tries to maximize profits or minimize costs 
from the manufacturer's perspective. In the producer 
theory there is a production frontier curve that 
describes the relationship between input and output 
of the production process. Production frontier curve 
represents the maximum level of output for each use 
of input that represents the use of technology from a 
company or industry (Ascarya and Yumanita, 2007). 
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Figure 2: Production Frontier Curve. 

Economic theory explains two types of 
efficiency, namely economic efficiency and 
technical efficiency. Economic efficiency has a 
macroeconomic view, while technical efficiency has 
a microeconomic view. Technical efficiency 
measurements are only for techniques and 
operational relationships in the process of using 
inputs into output. The efficiency term in DEA 
refers to the definition of technical efficiency, 
namely the relationship between input and output in 
a business unit. 

Meanwhile, there are three types of efficiency in 
the company perspective, namely: technical 
efficiency, allocative efficiency and economic 
efficiency. Technical Efficiency describes the 
company's ability to achieve optimal output levels 
using certain input levels. Technical Efficiency 
measures the production process in producing a 
certain number of outputs using minimum input. In 
other words, production process becomes technically 
efficient if the output of an item can no longer be 
increased without reducing the output of other 
goods. 

Furthermore, Allocative Efficiency describes the 
company's ability to optimize the use of inputs by 
price structures and its technology. The terminology 
of Pareto efficiency is often equated with allocative 
efficiency for honoring the Italian economist 
Vilfredo Pareto who developed the concept of 
efficiency inexchange. Pareto Efficiency explains 
that production inputs are used efficiently if these 
inputs can no longer be used to increase a business 
without causing at least the circumstances of another 
business to get worse. In other words, if inputs are 
allocated to produce output that cannot be used or 
unwanted by consumers, these inputs are not used 
efficiently. 

Economic Efficiency describes a combination of 
technical efficiency and allocative efficiency. 
Implicitly, economic efficiency is the concept of 
least cost production. For a certain level of output, a 

production company is said to be economically 
efficient if the company uses the cost per unit of the 
most minimal output. In other words, for a certain 
level of output, a production process is said to be 
economically efficient if there is no other process 
that can be used to produce the level of output at the 
least cost per unit. 

Recently, the frontier efficiency measurement 
model has improved, both in theoretical and 
practical concepts. In general, the efficiency level 
measurement model is divided into two parts, 
parametric and nonparametric. In a conventional 
DEA model, all data is known correctly or given a 
clear value. However, the observed values of input 
and output data in real world problems are 
sometimes inaccurate or unclear. In addition, 
performance measurement in the conventional DEA 
method is based on the assumption that inputs must 
be minimized and output must be maximized, a 
mathematical programming technique that is widely 
used is the one that compares input and output of 
DMU by evaluating its relative efficiency 
(Damghani, 2016). Next, Ebrahimnejad (2014) 
proposed a three-stage DEA model with two 
independent parallel stages connected to the third 
final stage. Calculate the efficiency of the model by 
considering a series of intermediate steps and 
constraints, resulting in the effectiveness of the 
procedure for implementing the proposed model. 

 
Previous Studies 
Studies on the efficiency of Islamic banks is 
supported by Hasan (2003) which describes the cost, 
profit, revenue, and X-efficiency of Islamic banks 
throughout the world. First, the study makes a 
stochastic cost frontier approach to calculate the cost 
efficiency of Islamic banks during 1996-2002. 
Second, the study calculating profit efficiency by 
paying attention to cost and revenue. Third, the 
study determines revenue efficiency to determine 
whether Islamic banks innovate banking products to 
increase their income. Fourth, using the non-
parametric Data Envelopment Analysis (DEA) 
method to calculate overall efficiency, namely 
technical, pure technical, allocative, and scale 
efficiency. The result is that, on average, the Islamic 
bank industry is relatively inefficient compared to 
conventional banks. 

In addition, previous study shows that the 
efficiency of Islamic banks is increasing in Islamic 
banks in Malaysia. (Sufian, 2006) measured and 
analyzed the efficiency of Islamic banks both 
foreign and domestic in Malaysia during 2001-2004. 
DEA analysis method is used in this study with input 
variables consisting of: total deposits, labor costs, 
and assets. Financing variables and operating 
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income as output. The results showed that overall 
the efficiency of Islamic banks in Malaysia has 
increased. This study revealed that sharia foreign 
banks were on average lower efficient than sharia 
domestic banks during the year of observation. 

The same study using DEA was carried out by 
(Dan, Yumanita and Thamrin, 2006) during 2000-
2004. The results showed that technically relative 
efficiency of Islamic banks with an intermediation 
approach (100%) and production approach (85%) in 
2004. Likewise, the relative efficiency on a scale 
basis from the intermediation approach (87%) and 
production approach (97%). In general, the in term 
of production approach, Islamic banks has decreased 
in technical efficiency, but has increased in scale 
efficiency because at that time Islamic banks were 
quite aggressive in expanding opening new offices. 

Studies that are relatively relevant to this 
research are those carried out by (Shawtari, Ariff 
and Razak, 2015). Using the Data Envelopment 
Windows Analysis (DEWA) approach, (Shawtari, 
Ariff and Razak, 2015) tried to analyze the 
efficiency of the banking industry in Yemen during 
1996-2011. The results showed that the banking 
industry in Yemen generally experienced a 
downward trend and efficiency instability during the 
study period. The results of the study also found that 
the majority of Yemeni conventional banks were 
relatively more stable although inefficient. 
Meanwhile, Islamic banks and foreign banks are 
more efficient from time to time. The state-owned 
banks and private banks are relatively lagging 
behind in terms of achieving efficiency. Other 
studies related to the efficiency of Islamic banks in 
Indonesia are mostly carried out by (Rusydiana and 
Al Farisi, 2016), (Zeitun and Benjelloun, 2012), and 
(Rusydiana and Nugroho, 2017).  

(Fallah Jelodar and Bagirov, 2016) examined the 
performance (efficiency) of banks in Tanzania in 
several factors, namely management, personnel, 
finance, and customer segmentation. The results 
found 28 important factors that affect the 
performance of banks selected and divided into 4 
regions. Then, hierarchical analysis is used to 
prioritize these factors and the weights obtained 
from paired comparisons are ranked using the 
DEAHP integration method. Another study was also 
conducted by (Kaffash and Marra, 2017) with the 
DEA method, resulting in a main approach, model 
and type of efficiency in the banking group, money 
market funds, and insurance groups by identifying 
the main pathways, namely the main ideas 
underlying each research field. 

The DEA method is also used by (Tlig and ben 
Hamed, 2017) which examines PATB (Tunisian 
Bank professional association) using DEA with 
three inputs, namely deposits, labor and fixed assets 
and two outputs, namely loans and portfolio 
investments. These data sources are fixed assets, 
deposits, loans and portfolio investments measured 
in TND (Tunisian Dinar) and labor measured by the 
number of staff. The data used is inaccurate is the 
level of innovation as input and customer 
satisfaction as output. The empirical results showed 
that large banks are the most efficient because they 
spend a large part of the total budget on investment 
in new technology. This is in line with (Wanke, 
Barros and Emrouznejad, 2016) which states that 
labor prices, capital prices, and market share were 
found to be significant factors in measuring bank 
efficiency. 

3 RESEARCH METHOD 

Research method used in this study is Data 
Envelopment Analysis (DEA). DEA is a 
nonparametric method that uses a linear program 
model to calculate the ratio of the output and input 
ratio for all units compared. The advantage of using 
the DEA is that this approach does not require 
explicit specifications of the form of function and 
only requires a little structure to form its efficient 
frontier. The disadvantage that might appear is the 
self-identifier and near self-identifier.  

There are two model approaches in the DEA 
method, namely CCR model (Charnes, Cooper and 
Rhodes), and Banker, Charnes and Cooper (BCC). 
The fundamental difference between the two models 
is the assumption of Return to Scale (RTS). CCR 
model requires the Constant Return to Scale (CRS) 
assumption, that is, every change in the number of 
inputs will be followed by changes in the number of 
outputs with the same proportion. While BCC model 
requires a Variable Return to Scale (RTS) 
assumption, where changes in the number of inputs 
in a certain proportion allow changes in the number 
of outputs with different proportions, can be larger 
proportions, equal or even smaller. The condition 
where it can produce a larger output is called 
Increasing Return to Scale (IRS). And if it produces 
less than n times (smaller proportion), it is called the 
Decreasing Return to Scale (DRS) condition. The 
efficiency calculated using the VRS assumption is 
called Pure Technical Efficiency. (Dan, Yumanita 
and Thamrin, 2006). 
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Source: Coelli et al (2005) 

Figure 3 Efficiency of CRS and VRS. 

The straight center line is CRS describing the 
performance of companies working on an optimal 
scale. While the curved line is the VRS line, which 
explains the technical efficiency of the company 
working on a different scale between one company 
and another. Point E shows companies that are 
technically efficient, but have not worked on an 
optimal scale. For this reason, the company at points 
D and E must increase its scale to reach point B, 
which is efficient in overall. 

Furthermore, the DEA method is widely used to 
measure the level of technical efficiency, scale and 
industrial economy of banks and financial 
institutions (Coelli, 2015), and (Charnes, Cooper and 
Rhodes, 1978)). This is in line with (Hadad et al., 
2003), (Ozdemir, 2013), (Tsolas and Giokas, 2012). 
But now, the DEA is also starting to be widely used 
in measuring the level of efficiency of non-bank 
institutions, such as hospitals, universities, tax 
offices, including non-profit institutions (Slamet 
Rusydiana, 2013) such as zakat institutions 
(Rusydiana and Al Farisi, 2016). 

The data used in this study are all Islamic 
People’s Financing Banks (BPRS) in the province of 
Central Java during 2010-2016 with total of 22 
banks. Data on input and output variables are 
obtained from the balance sheet and profit and loss 
of each bank. Two inputs and two outputs are used 
to measure efficiency and Islamic People’s 
Financing Banks. Input variables consist of Third 
Party Funds (X1) and Personnel Expenses (X2). 
Meanwhile output variable consist of Total 
Financing (Y1) and Operating Income (X2). 
Deposits and financing in input-output used because 
this study uses an intermediation approach. 

Tools analysis used in this study is Banxia 
Frontier Analyst 3 to measure the level of efficiency 
of all Islamic People’s Financing Banks DMUs in 
Central Java during 2010-2016. Analysis for 
efficiency measurement will be carried out 2 times. 
The first calculation of efficiency with the CRS or 

CCR approach introduced by (Charnes, Cooper and 
Rhodes, 1978). Both efficiency calculations using 
the VRS or BCC approach were first introduced by 
Banker et.al (1984). 

4 RESULT AND DISCUSSION 

4.1 Efficiency 
4.1.1 Islamic People’s Financing Banks 

(BPRS) Efficiency Score in Central 
Java 

Table 1 shows the efficiency value of each Islamic 
People’s Financing Banks in Central Java, it can be 
seen that Islamic People’s Financing Banks that are 
efficient (Constant 100%) in 2016 are BPRS Insan 
Madani, BPRS Sukowati Sragen and BPRS Suriyah. 
Whereas efficient BPRS in 2015 were BPRS Insan 
Madani and Mitra Harmoni BPRS. Then in 2014, 
Islamic People’s Financing Banks that are efficient 
in Central Java i.e. BPRS Artha Mas Abadi, BPRS 
Buana Mitra Perwira, BPRS Dharma Kuwera and 
BPRS Insan Madani. Furthermore, in 2013 there 
were several perfectly efficient Islamic People’s 
Financing Banks namely: BPRS Artha Mas Abadi, 
Bina Amanah Satria, Buana Mitra Perwira, Dharma 
Kuwera and BPRS Insan Madani. 

Next, Islamic People’s Financing Banks that 
were efficient in 2012 i.e. BPRS Dharma Kuwera, 
and BPRS Sukowati Sragen. In 2011, efficient 
Islamic People’s Financing Banks were BPRS 
Dharma Kuwera, and BPRS Sukowati Sragen. In 
2010, several Islamic People’s Financing Banks in 
Central Java were: BPRS Khasanah Umat, BPRS 
Dharma Kuwera and BPRS Gunung Slamet. 

It can be concluded that Islamic People’s 
Financing Banks in Central Java which are relatively 
stable at optimal efficiency levels are BPRS Insan 
Madani, BPRS Dharma Kuwera and BPRS 
Sukowati Sragen. BPRS Insan Madani can maintain 
an efficient level from year to year gradually during 
2013-2016 when compared to other Islamic People’s 
Financing Banks in this observation. Meanwhile, 
BPRS Dharma Kuwera was able to maintain an 
efficient level from year to year gradually during 
2010-2014. BPRS Sukowati Sragen was able to 
reach efficient levels in 2011, 2012 and 2016. 

Based on the table 1, the average efficiency level 
of Islamic People’s Financing Banks in Central Java 
during the study period was 75.87%. It can be a 
consideration for Islamic People’s Financing Banks 
that have not been efficient to consider increasing 
pure technical efficiency. 
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Table 1: Islamic People’s Financing Banks Efficiency Score in Central Java. 
 

DMU Bank  2010 2011 2012 2013 2014 2015 2016 

PT BPRS KHASANAH UMAT 1,000 0,911 0,857 0,812 0,653 0,695 0,668 

PT BPRS Al Mabrur Babadan 0,789 0,789 0,785 0,879 0,668 0,587 0,593 

PT BPRS ARTA LEKSANA 0,776 0,796 0,676 0,708 0,658 0,745 0,838 

PT BPRS Artha Amanah Ummat 0,964 0,964 0,948 0,950 0,866 0,874 0,812 

PT BPRS Artha Mas Abadi 0,777 0,777 0,797 1,000 1,000 0,838 0,770 

PT BPRS Artha Surya Barokah 0,804 0,804 0,818 0,822 0,896 0,864 0,864 

PT BPRS Asad Alif 0,674 0,665 0,648 0,648 0,639 0,516 0,509 

PT BPRS BINA AMANAH 
SATRIA 

0,672 0,752 0,932 1,000 0,884 0,905 0,814 

PT BPRS Buana Mitra Perwira 0,869 0,869 0,893 1,000 1,000 0,967 0,899 

PT BPRS Bumi Artha Sampang 0,799 0,682 0,609 0,597 0,636 0,624 0,615 

PT BPRS Central Syariah Utama 0,725 0,840 0,583 0,542 0,674 0,502 0,584 

PT BPRS Dana Amanah 0,339 0,512 0,765 0,701 0,807 0,839 0,775 

PT BPRS Dana Mulia 0,759 0,710 0,820 0,793 0,534 0,472 0,694 

PT BPRS Dharma Kuwera 1,000 1,000 1,000 1,000 1,000 0,740 0,707 

PT BPRS Gunung Slamet 1,000 0,801 0,953 0,917 0,868 0,925 0,885 

PT BPRS IKHSANUL AMAL 0,684 0,573 0,545 0,490 0,413 0,583 0,492 

PT BPRS Insan Madani 0,443 0,443 0,872 1,000 1,000 1,000 1,000 

PT BPRS MERU SANKARA 0,313 0,499 0,607 0,643 0,549 0,591 0,654 

PT BPRS Mitra Harmoni 0,358 0,358 0,491 0,624 0,505 1,000 0,839 

PT BPRS PNM Binama 0,537 0,537 0,673 0,609 0,638 0,713 0,672 

PT BPRS Sukowati Sragen 0,933 1,000 1,000 0,866 0,679 0,996 1,000 

PT BPRS Suriyah 0,822 0,849 0,885 0,856 0,894 0,946 1,000 
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4.1.2 Islamic People’s Financing Banks 
Efficiency Distribution Score in 
Central Java 

Based on table 1, figure 4 shows the number of 
efficient and inefficient business units on a particular 
group scale. Figure 4 shows the Islamic People’s 
Financing Banks that are perfectly efficient (100%) 
amounted to 21 DMUs (Decision Making Units). 
Figure 4 also provides information that most 
business units are in an efficiency condition of 81% 
-90%, i.e. 33 DMUs, followed by efficiency clusters 
of 61-70%, i.e. 30 DMUs. While the least are 
business units with an efficiency level of 31%-40%, 
i.e. 4 DMUs. Furthermore, there are no Islamic 
People’s Financing Banks that have efficiency levels 
below 30%. 

 

Figure 4: OPZ Efficiency Distribution Score. 

4.1.3 Total Potential Improvement of 
Islamic People’s Financing Banks in 
Central Java 

Total Potential Improvement is used to determine 
Islamic People’s Financing Banks inefficiency 
factors in this study. Figure 5 shows information of 
total improvement potential which can provide a 
general picture of Islamic People’s Financing Banks 
inefficiencies in Central Java. Total potential 
improvement chart shows that in an efficient 
manner, an inefficient Islamic People’s Financing 
Banks should reduce operating expenses by 0.91%. 
Similarly, third party funds (DPK) that have not 

been optimized amounted to 0.91%. But actually, 
the main inefficiency is financing variable. In order 
to achieve an optimal level of efficiency, the level of 
financing needs to be increased by 98.16%. 
Likewise, operating income needs to be increased. 

 

Figure 5: Total Potential Improvement. 

4.1.4 Benchmarked BPRS in Central Java 

Figure 6 shows Islamic People’s Financing Banks 
that could be used as a reference for other Islamic 
People’s Financing Banks in Central Java that are 
still in an inefficient condition. Based on the results 
of the frontier analysis calculation shows that in 
2016, Islamic People’s Financing Banks that was 
most referred to was BPRS Suriyah, i.e. 8 DMUs. 
While in 2015, Islamic People’s Financing Banks 
that was mostly referred to was BPRS Mitra 
Harmoni Kota Semarang, i.e. 51 DMUs. Whereas in 
2014, Islamic People’s Financing Banks which was 
most referred to was BPRS Dharma Kuwera, i.e. 27 
DMUs. In 2013, BPRS Insan Madani became a 
reference for 48 DMUs. Moreover, the highest 
reference frequency actually occurred in 2012 by 
BPRS Sukowati Sragen, which was referred to by 
other inefficient Islamic People’s Financing Banks, 
i.e. 81 DMUs. Similarly, this Islamic People’s 
Financing Banks in 2011 amounted to 58 DMUs. 
Finally, BPRS Gunung Slamet became a reference 
for the BPRS in 2010, i.e. 79 DMUs 
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Figure 6: Reference Frequencie. 

5 CONCLUSION AND 
SUGESTIONS 

5.1 Conclusion 
Based on the results of analysis and discussion, the 
conclusions in this study are: 
1. Based on the selected input and output variables, 

the level of efficiency of the Islamic People's 
Financing Bank (BPRS) in Central Java during 
2010-2016 was fluctuated. Efficiency 
fluctuations in Islamic People's Financing Bank 
industry in Central Java may occur due to 
internal influences and external impacts such as 
unstable macroeconomic conditions. This result 
is in line with (Zeitun and Benjelloun, 2012) who 
examined the level of banking efficiency in 
developing economies. (Zeitun and Benjelloun, 
2012) concluded that the financial crisis had a 
significant impact on the level of bank 
efficiency. The other studies conducted by 
(Kamarudin, Sufian and Nassir, 2016) concluded 
that the impact of the financial crisis on the level 
of banking efficiency actually occurred after the 
crisis because there is a time lag until the impact 
begins to be felt in the financial and banking 
industries, including Islamic People's Financing 
Bank. 

2. In general, the average efficiency level of Islamic 
People's Financing Bank in Central Java during 
the study period was 75.87%. This can be a 
consideration for Islamic People's Financing 
Bank that are not efficient to be able to increase 

pure technical efficiency in the future. The 
number of Islamic People's Financing Bank that 
achieved optimal efficiency levels were less than 
those that were not efficient. This results is 
relevant to research by (Dan, Yumanita and 
Thamrin, 2006) which explained that during the 
2003-2005, only 24 banks of all 110 commercial 
banks in Indonesia that were efficient in 2003 
and only 9 banks were fully efficient in 2004. 
The other bank has not yet reached the maximum 
efficiency level in both the decreasing and 
increasing return to scale positions. 

3. Scale efficiency and pure technical efficiency 
showed that pure technical inefficiency exceeds 
scale inefficiency in Islamic People's Financing 
Bank in Central Java. In general, the findings 
showed that the Islamic People's Financing Bank 
in Central Java is managerially incompetent in 
using input resources effectively even though 
they have operated on a reasonably optimal scale 
of operation. In other words, according to 
(Setiawan and Bagaskara, 2016) and (Setiawan 
and Sherwin, no date), the conditions that occur 
in banking are bad management originating from 
internal bank sources. 

4. Total potential improvement analysis showed 
that in an industrial manner, Islamic People's 
Financing Bank that are not efficient should be 
able to optimize the financing variable in order to 
be more efficient. Based on the calculation 
results, in order to be efficient. Inefficient 
Islamic People's Financing Bank should reduce 
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the operational burden by 0.91%. Similarly, third 
party funds (DPK) that have not been optimized 
amounted to 0.91%. But actually, the main 
inefficiency is the financing variable. In order to 
achieve an optimal level of efficiency, the level 
of financing needs to be increased by 98.16%. 
Likewise, operating income needs to be 
increased. In other words, it needs to increase 
efficiency and productivity, especially output. 

 
5.2 Suggestions  
There are several recommendations related to the 
measurement of the efficiency level of Islamic 
People's Financing Bank in Central Java: 
1. Based on returns to scale (RTS) analysis, it is 

very interesting to observe a decrease in the 
number of banks operating under the IRS 
conditions, and the increase in the number of 
banks operating in DRS conditions is a concern 
to reduce the scale of operations, by reducing 
unnecessary costs can increase the level of 
efficiency. Islamic People's Financing Bank in 
Central Java is inefficient in monitoring 
operating costs during 2010-2016. Thus, 
management performance improvement is 
needed through better planning and control to 
achieve optimal management performance. In 
addition, it is also necessary for Islamic People's 
Financing Bank to enlarge the assets (size), 
strengthen capital and also increase the loan 
portfolio, in order to achieve optimal efficiency 
levels (Anwar et al., 2016). 

2. There are several factors that become obstacles 
to the development of the Islamic banking 
industry in Indonesia, namely: 1) Insufficient 
capital of Sharia Banks; 2) Weak understanding 
of Islamic banks practitioners; 3) Lack of 
government support and 4) Public trust & 
interest in Islamic banks tend to be low 
(Rusydiana, 2016). Therefore, the related parties 
need to improveme in terms of capital, quality of 
Islamic bank human resources, and moreover the 
government support. 

REFERENCES 

 Abul, M. et al. (no date) Modeling Bank Efficiency with 
Bad Output and Network Data Envelopment Analysis 
Approach. 

Aghayi, N. (2017) ‘Cost efficiency measurement with 
fuzzy data in DEA’, Journal of Intelligent and Fuzzy 
Systems. doi: 10.3233/JIFS-152079. 

Alfin Apriyana, Hermanto Siregar, H. H. (2015) 
‘Apriyana 2015_faktor yang mempengaruhi efisiensi 
perbankan di ASEAN’, Manajemen Teknologi, 14. 

Anwar, D. et al. (2016) PENGARUH MANAJEMEN 
LIKUIDITAS TERHADAP KINERJA BANK 
PEMBIAYAAN RAKYAT SYARIAH (BPRS) DI 
INDONESIA. Available at: 
http://paper.ssrn.com/sol3/papers.cfm?abstract_id=222
3329. 

Bikker, J. and Bos, J. W. B. (2008) Bank performance: A 
theoretical and empirical framework for the analysis of 
profitability, competition and efficiency, Bank 
Performance: A Theoretical and Empirical Framework 
for the Analysis of Profitability, Competition and 
Efficiency. doi: 10.4324/9780203030899. 

Charnes, A., Cooper, W. and Rhodes, E. (1978) 
Measuring the efficiency of decision making units, 
Company European Journal of Operational Research. 

Coelli, T. J. (2015) ‘6 DATA ENVELOPMENT 
ANALYSIS’, in An Introduction to effiesiency and 
Productivity Analysis, p. 161. 

Dan, A., Yumanita, D. and Thamrin, J. M. H. (2006) 
Analisis Efisiensi Perbankan Syariah di Indonesia 
dengan Data Envelopment Analysis, Indonesia 
Diterbitkan dalam TAZKIA Islamic Finance and 
Business Review. 

Dietrich, A. and Wanzenried, G. (2014) ‘The determinants 
of commercial banking profitability in low-, middle-, 
and high-income countries’, Quarterly Review of 
Economics and Finance. doi: 
10.1016/j.qref.2014.03.001. 

Fallah Jelodar, M. and Bagirov, A. M. (2016) 
‘Prioritization of the Factors Affecting Bank 
Efficiency Using Combined Data Envelopment 
Analysis and Analytical Hierarchy Process Methods’. 
doi: 10.1155/2016/5259817. 

Hadad, M. D. et al. (2003) ANALISIS EFISIENSI 
INDUSTRI PERBANKAN INDONESIA : 
PENGGUNAAN METODE NONPARAMETRIK 
DATA ENVELOPMENT ANALYSIS (DEA) ? 

Imad Bou Hamad, Abdel Latef Anouze, D. L. (2016) ‘An 
Integrated approach of data envelopment analysis and 
boosted generalized linier mixed models for efficiency 
assessment’, An Oper Res. doi: 10.1007/s10479-016-
2348-4. 

Kaffash, S. and Marra, M. (2017) ‘Data envelopment 
analysis in financial services: a citations network 
analysis of banks, insurance companies and money 
market funds’, Annals of Operations Research. doi: 
10.1016/j.tca.2017.09.021. 

Kamarudin, F., Sufian, F. and Nassir, A. M. (2016) ‘Crisis 
financiera global, propiedad y eficiencia de las 
ganancias en los bancos comerciales estatales y 
privados en Bangladesh’, Contaduria y 
Administracion. Universidad Nacional Autónoma de 
México, Facultad de Contaduría y Administración, 
61(4), pp. 705–745. doi: 10.1016/j.cya.2016.07.006. 

Muhammad Masum, A. K. et al. (2015) ‘Domestic banks 
in Bangladesh could ensure efficiency by improving 

Efficiency of Indonesian Islamic People’s Financing Banks using Data Envelopment Analysis

1365



 

human resource management practices’, PLoS ONE. 
doi: 10.1371/journal.pone.0121017. 

Ohe, Y. and Peypoch, N. (2016) ‘Efficiency analysis of 
Japanese Ryokans: A window DEA approach’, 
Tourism Economics. doi: 
10.1177/1354816616670505. 

OJK (2017) ‘Laporan Perkembangan Keuangan Syariah 
Indonesia’, OJK. 

Ozdemir, A. (2013) ‘Integrating analytic network process 
and data envelopment analysis for efficiency 
measurement of Turkish commercial banks’ 
NUMBER OF REFERENCES 0 NUMBER OF 
FIGURES 0 NUMBER OF TABLES 0 Integrating 
analytic network process and data envelopment 
analysis fo. 

Puri, J. and Yadav, S. P. (2015) ‘Intuitionistic fuzzy data 
envelopment analysis: An application to the banking 
sector in India’, Expert Systems with Applications. 
doi: 10.1016/j.eswa.2015.02.014. 

Rusydiana, A. S. and Al Farisi, S. (2016) ‘The Efficiency 
of Zakah Institutions Using Data Envelopment 
Analysis’, Al-Iqtishad: Journal of Islamic Economics. 
doi: 10.15408/aiq.v8i2.2876. 

Rusydiana, A. S. and Nugroho, T. (2017) ‘Measuring 
Efficiency of Life Insurance Instution in Indonesia: 
Data Envelopment Analysis Approach’, Global 
Review of Islamic Economics and Business, 5(1), pp. 
12-024. 

Setiawan, C. and Bagaskara, B. P. (2016) Issue: 1 1816 
Journal of Emerging Issues in Economics, Finance and 
Banking (JEIEFB) An Online International Research 
Journal, Finance and Banking (JEIEFB) An Online 
International Research Journal. Available at: 
www.globalbizresearch.org. 

Setiawan, C. and Sherwin, S. M. (no date) Banks 
Efficiency and the Determinants of Non-Performing 
Financing of Full-Fledged Islamic Banks in Indonesia. 

Shawtari, F. A., Ariff, M. and Razak, S. H. A. (2015) 
‘Efficiency assessment of banking sector in Yemen 
using data envelopment window analysis: A 
comparative analysis of Islamic and conventional 
banks’, Benchmarking. doi: 10.1108/BIJ-10-2014-
0097. 

Slamet Rusydiana, A. (2013) INDEKS MALMQUIST 
UNTUK PENGUKURAN EFISIENSI DAN 
PRODUKTIVITAS BANK SYARIAH DI 
INDONESIA MALMQUIST INDEX TO MEASURE 
THE EFFICIENCY AND PRODUCTIVITY OF 
INDONESIA ISLAMIC BANKS. 

Sufian, F. (2006) THE EFFICIENCY OF ISLAMIC 
BANKING INDUSTRY: A NON-PARAMETRIC 
ANALYSIS WITH NON-DISCRETIONARY INPUT 
VARIABLE, Islamic Economic Studies. 

Tlig, H. and ben Hamed, A. (2017) ‘Assessing the 
Efficiency of commercial Tunisian Banks using Fuzzy 
Data Envelopment Analysis’, Data Envelopment 
Analysis and Decision Science. doi: 
10.5899/2017/dea-00146. 

Tsolas, I. E. and Giokas, D. I. (2012) ‘Bank branch 
efficiency evaluation by means of least absolute 

deviations and DEA’, Managerial Finance. doi: 
10.1108/03074351211239397. 

Wanke, P., Barros, C. P. and Emrouznejad, A. (2016) 
‘Assessing productive efficiency of banks using 
integrated Fuzzy-DEA and bootstrapping: A case of 
Mozambican banks’, European Journal of Operational 
Research. doi: 10.1016/j.ejor.2015.10.018. 

Yin, Z. et al. (2018) ‘Evaluation and evolution of bank 
efficiency considering heterogeneity technology: An 
empirical study from China’. doi: 
10.1371/journal.pone.0204559. 

Zeitun, R. and Benjelloun, H. (2012) The Efficiency of 
Banks and Financial Crisis in a Developing Economy: 
The Case of Jordan.. 

 

UNICEES 2018 - 1st Unimed International Conference on Economics Education and Social Science

1366



Islamic Accounting Information based on Statement of Financial 
Accounting Standards (SFAS) 109 in BAZNAS Riau Province 

Suhendi1, Zulhelmy2, Kiki Farida Ferine1 and Bhakti Alamsyah1 
1Pancabudi University, Medan, Indonesia, Medan-Indonesia 

2Universitas Islam Riau, Pekanbaru-Indonesia 

suhendisema@gmail.com, zulhelmy@eco.uir.ac.id,  

Keywords: Zakah Accounting, Islamic accounting, Baznas 

Abstract: This study has a variable period lead (leadership), age institutions Baznas (experience), education manager / 
manager (insight), accounting training Islam followed by manager / manager and understanding of 
Statement of Financial Accounting Standards (SFAS) 109 on the preparation and use of accounting 
information Islam Baznas institutions Riau Province. The results showed Accounting Information Islam 
(IAI) in Baznas Riau Province positive influence on the measurement of each dimension variable, 
accounting information is done by using a Likert scale of five points, is points 3 to level the set-up and use 
of the medium (Moderate), and variable-time lead (leadership), Islamic accounting training followed 
significant effect seen on positive correlation (+) of 0.181 against the preparation and use of accounting 
information Islam. Significant correlation results, ie sig. <0.05 or Pearson correlation values >�0.50. Value 
Cronbach's alpha (α) a variable � 0,60 the indicators used by the variable is reliable, which means 
trustworthy or reliable. Good data are normally distributed, the test is done using a normal curve 
probabilityplot, which means normally data. Baznas Riau Province, after the enactment of Law No. 23 of 
2011 concerning the management of zakat aplication financial statements according to standards 
recommended that SFAS 109 (Accounting for Zakat). 

1 INTRODUCTION 

Republic of Indonesia Law No. 23 of 2011 
concerning Management of Zakat Chapter I General 
Provisions Article 1 paragraph 1 are: Management 
of zakat is the activity of planning, implementing 
and coordinating the collection, distribution and 
utilization of zakat. And in paragraph 7: National 
Zakat Amil Agency, hereinafter referred to as 
BAZNAS, is an institution that manages zakat 
nationally. Zakat potential in Indonesia according to 
the Ministry of Religion.The Republic of Indonesia 
annually reaches Rp. 7.5 trillion. PIRAC (Public 
Interest Research and Advocacy Center) estimate the 
amount of ZIS funds raised in Indonesia amounts to 
around Rp. 4 trillion.  

Table 1 Changes in accounting science from the 
exact science department being economics the 
original society considered as something constant, 
for example business transactions that will be 
influenced by culture and traditions and habits in 
society. 

Table 1: Percentage of National Zakat Collection 2002-
2015. 

Years 
Total Zakah 

(Biliun Rupiah ) 
Growth of Year 

(%) 

2002 68 - 

2008 920 14,12 

2009 1.200   4,64 

2010 1.500   4,97 

2011 1.729   3,80 

2012 2.200  7,81 

2013 3.700 24,87 

2014 5.400 28,18 

2015 6.100 11,61 

Source: BAZNAS (Badan Amil Zakat Nasional) 
2015 
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2 ISLAMIC ACCOUNTING 
CONSEPTION  

If we want to get the Islamic accounting concept 
then in accordance with the colonial model as stated 
by Gambling and Karim then the Islamic accounting 
concept should be born from: 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

Figure 1: Stucture Islamic Accounting 
 
Islamic accounting it can be described as follows:  
a. The source of law is the instrument of God 

through the Quran and Sunnah. The source of 
this law should be a safety fence and every 
concept, postulates, principles, and techniques 
of accounting. 

b. The emphasis on "accountability", honesty, 
truth, and justice. 

c. Problems outside of it handed over entirely to 
the resourcefulness of the human mind is 
included for the sake of "decision usefulness" 

 
Zakat Accounting  
Zakat accounting concerns Islamic values from the 
beginning, because zakat is an institution that began 
at the same time as Islam, important concepts in 
accounting are included and are suitable for thinking 
about Islamic accounting because zakat is only 
applied to Muslims. Accounting for zakat concerns 
zakat management organizations, which currently 
have statements of financial accounting standards 
specifically addressing the management of zakat. 
 

 
 
 

 

3 ACCOUNTING TREATMENT 
(PSAK 109) 

PSAK must be applied by amil that has obtained 
permission from the regulator, but amyls that do not 
get permission can also apply PSAK. (Sri Nurhayati-
Wasilah, 2013: 315). This PSAK 109 refers to 
several MUI fatwas, namely: 

The MUI No.8 / 2011 Fatwa concerning Amil 
Zakat, explains the criteria, the duty of amil zakat 
and the imposition of operational costs on amil zakat 
activities which can be taken from the amil portion, 
or from fisabilillah part within reasonable limits, 
proportional and in accordance with Islamic rules. 
MUI No.14 / 2011 Fatwa concerning Distribution of 
Zakat Assets in the form of Assets Managed. The 
definition of asset assets while the benefits are for 
mustahik zakat. If used by non-zakat mustahik, the 
user must pay for the benefits he uses and is 
recognized as a virtue fund by amil zakat. 

Referring to the explanation of the relevance of 
Circular Causation with constructs in research and 
preparation of hypothesis formulation, the 
conceptual framework that supports research is 
presented as follows: 
Model: 

IAI={MMBAZNAS,PPM,PAS,UBPD,PPSAK } 
 
From this function a linear model can be created : 

IAI = α MMBAZNAS + β PPM + γ PAS+  
          φ UBPD + ω PPSAK + €    

 
Where : 
Y =   Provision and use of information  Islamic  
         accounting  
X1 = The period of leading the institution  
X2 = Age of the institution  
X3 = Islamic accounting training that followed    
         by manager  
X4 = Education of manager  
X5 = Understanding of PSAK 109 
 

 
Figure 2: Conceptual Framework 

Islamic society 

Islamic economics 

Islamic accounting theory 

Islamic accounting practices 
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4 RESEARCH RESULT 

Reliability test results are used to determine whether 
the indicators used are reliable. The reliability test 
results are as follows: 
 

Tabel 2 : The results of multiple regression tests 

 
Source: Research Results, 2018 (Data Processed) 

 
In research using multiple regression analysis 
techniques. 
 
Y = a + b1 x1 + b2 x2 + b3 x3 + b4 x4 + b5 x5 + e 

Y = 0,376 + 0,181 X1 + 0,120 X2 + 0,222 X3 + 0,171 

X4 + 0,990 X5 

Tabel 3 : autocorrelation test results 
 
D-W : 1,906 

 
significant (  = 5%) 
sample (n = 120) 
variable independent 5 (lima) (k - 1= 5-1=4) 
table D-W value from dL = 1,571 and dU = 1,780 
dU< d < 4-dU 
1,780 < 1,906 < 4 – 1,780 
1,780 < 1,906 < 2,22 
 
 

Tabel 4: the result of the coefficient of determination 
 
Adjusted R Square is  0,67 

 

5 CONCLUSIONS 

Constanta is 0,376, independent variable have positif 
(+). The shortage of deficiencies that occur in the 
application of accounting PSAK 109 lies in the lack 
of human resources in charge of carrying out the 
preparation of financial statements. Leadership have 
positive relationship namely 0,181, The preparation 
and use of Islamic Accounting Information (IAI) has 
been carried out by the Baznas agency in Riau 
Province in accordance with the Statement of 
Financial Accounting Standards (PSAK) 109. 

Experience have positive relationship namely  
0,120, with the management of zakat funds by 
Baznas in this study can be described by simulating 
the perspective, which is the form of God's law, 
namely the sunatullah or the sentence in the Qur'an. 

Islamic accounting training have positive 
relationship namely 0,222, The preparation and use 
of Islamic Accounting Information (IAI). 
Knowledge have positif relationship namely 0,171, 
The preparation and use of Islamic Accounting 
Information (IAI). Understanding of PSAK 109 have 
positive relationship namely 0,990, the processing of 
data with SPSS and SIA (Accounting Information 
Systems) through this software, where the shape of 
the arrow direction alternating simultaneous. 
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